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2.  CORPORATE STRUCTURE 
 
2.1 Corporate Name 
 

The full corporate name of the Issuer is PreveCeutical Medical Inc.  The head office of the 
Issuer is located at Suite 2200 - 1177 West Hastings Street, Vancouver, British Columbia, V6E 
2K3, and its registered and records offices are located at Suite 1170 - 1040 West Georgia 
Street, Vancouver, British Columbia, V6E 4H1. 
 
2.2 Incorporation 
 

The Issuer was incorporated on December 15, 2014, under the name "Carrara Exploration 
Corp." pursuant to the British Columbia Business Corporations Act (the "BCBCA"). 
 
2.3 Intercorporate Relationships 
 

The Issuer has one wholly owned subsidiary, PreveCeutical (Australia) Pty Ltd, a private 
Australian company incorporated by the Issuer on March 12, 2018, in Queensland, Australia. 
 
2.4 Fundamental Change 
 

The Issuer has had no fundamental change since filing its previous CSE Form 2A - Listing 
Statement, filed on June 28, 2019. 
 
2.5 Non-Corporate Issuers and Issuers Incorporated Outside Canada 
 

Not applicable. 
 

3.  GENERAL DEVELOPMENT OF THE BUSINESS 
 
3.1 General Business of the Issuer 
 

The Issuer is a health sciences company that develops innovative options for preventive and 
curative therapies utilizing organic and nature identical products. The Issuer intends to 
secure the market share through a business to business strategy with the aim to build an 
extensive library of intellectual properties and enter into joint venture, development, and 
licensing agreements with leaders in the pharmaceutical and cannabis industries. 
 
The Issuer launched its medicinal cannabis division (the "Cannabis Division") in July 2018.  
This division is responsible for bringing medicinal cannabis-based products to market and 
overseeing the Issuer's cannabinoid ("CBD") Program for the soluble gel ("Sol-gel") delivery 
of CBDs (the “CBD Program”). 
 
On September 26, 2018, the Issuer entered into a development and joint venture agreement 
(the “D&JVA”) with Asterion to form a joint venture (the “Joint Venture”) whereby the Issuer 
will assist Asterion in the development of a range of medicinal cannabis-based products 
through various research and development (“R&D”) programs. 
There were no transactions in relation to the D&JVA during the year ended December 31, 
2019 and 2018. 
 



 

On July 8, 2019, the Issuer and Asterion entered into an option to purchase agreement (the 
"Option Agreement"), whereby the Issuer granted to Asterion the right and option (the 
"Option") to purchase up to 51% of the Issuer's right, title and interest in and to certain 
intellectual property rights relating to the Company's sol-gel nasal IP. 
 
As at December 31, 2019, the Issuer has received $653,145 under the Option Agreement. 
 
Agreements with Asterion are considered to be a related party transaction as the Issuer’s 
current and former directors and executive officers are directors and executive officers of 
Asterion. 

During the year ended December 31, 2019, the Issuer had $3,031 in sales from the sale of its 
product, the CELLB9® Immune System Booster, which was temporarily discontinued due to 
supply issues and the Issuer’s intention to create a synthesized,  Nature Identical™, version 
of the product as part of its stabilization of Blue Scorpion Venom research project. During 
the year ended December 31, 2018, the Issuer's CELLB9 inventory was impaired due to the 
expiration of the product, and the Issuer recorded an impairment on the inventory of 
$53,043.   
 
The Issuer is engaged in numerous research and development projects to develop dietary 
supplements and innovative options for preventative therapies using organic and nature 
identical products, including: a dual gene therapy program for the potential treatment of 
diabetes; a Sol-gel platform for nose-to-brain delivery of medical compounds including 
cannabinoids; a natural peptide for the treatment of various ailments; non-addictive 
analgesic peptides as a potential replacement for highly addictive analgesics such as 
morphine fentanyl and oxycodone; and a therapeutic product for treating athletes who suffer 
from mild traumatic brain injury. 
 
3.2 Significant Acquisitions and Dispositions 
 

The Issuer has not made any significant acquisitions or dispositions in the year ended 
December 31, 2019. 
 
3.3 Trends 
 

Currently, the Issuer typically needs more capital than it has available or can expect to 
generate through the sale of its products.  With the Issuer's revenue from the sale of its 
CELLB9 products have been temporarily discontinued, there is currently no funding from 
sales. See "General Business of the Issuer" under Section 3.1 above.  The Issuer will continue 
to raise funds by way of equity and debt financing to meet its capital needs.  There is no 
guarantee that the Issuer will be able to continue to raise the funds needed for its business.  
Failure to raise the necessary funds in a timely fashion will limit the Issuer's growth and 
continued research and development operations.   
 
On March 11, 2020, the World Health Organization (“WHO”) declared COVID-19 viral disease 
a pandemic.  As of May 2020, the virus has spread to 188 countries with travel bans and 
restrictions implemented in many countries combined with social distancing measures to 
slow COVID-19 spread and flatten the epidemiological curve. 



 

This pandemic has disrupted the worldwide economy and the global financial markets 
affecting several businesses, including in Canada.   The uncertainty of its duration has 
significantly the ability to raise capital raising.  As the Issuer is currently dependent on equity 
and debt financing, this uncertainty and financial market disruption may impact the Issuer’s 
ability to raise funds. 
 
The global outbreak of COVID-19 continues to rapidly evolve. The extent to which COVID-19 
may impact the Company’s business and operations will depend on future developments, 
including the duration of the outbreak, travel restrictions and social distancing in Canada 
and other countries, the effectiveness of actions taken in Canada, the United States and other 
countries to contain and treat the disease. 
 
The Issuer is closely monitoring the impact on its operations and related emerging risks and 
is taking steps to address the impact and risks.  This includes reducing its burn rate by staff 
lay-off and deferring paying salary to the remaining staff.  The Issuer is also looking at 
innovative therapies to address COVID-19, including possible viral prevention using CBD 
Sol-gel. It is looking into funding from various government agencies to fund this possible 
initiative. 
 
The Issuer has received loan from CIBC under the Canada Emergency Business Account 
(CEBA) program for its operations. 
 
Risks are more fully set out below in Section 17 "Risk Factors". 
 

4.  NARRATIVE DESCRIPTION OF THE BUSINESS 
 
4.1 General Business of the Issuer 
 
Business Objectives 
 

The Issuer's business objectives for the subsequent twelve-month period are as follows:  
 

1. Develop a special formulation of polarized Caribbean blue scorpion venom in three 
therapeutic energy drinks.  The drink formulations are in the product development stage, 
and the Issuer anticipates offering the beverages for sale in North America in the net twenty-
four months.  

 

2. Conduct research and develop further preventive health treatments, including nose-to-
brain delivery of CBDs. 

 

3. Development of a cannabidiol (CBD) sol-gel, at GMP standards, to potentially reduce the 
possibility of coronavirus infections. 

 

4. Enter into intellectual property licence agreements with companies for the use of the 
Issuer's products, once developed.  

 

5. Develop intellectual property assets and have these protected. 
 



 

Milestones 
 

The following are significant events and milestones that must be initiated or completed over 
the forthcoming 12-month period for the Issuer's business objectives to be accomplished:  
 

1. In order to fund the above-mentioned business objectives, the research and 
development projects must be further completed.  See "Available Funds and Principal 
Purposes" below. 

 

2. The Issuer will continue to seek out opportunities for partnerships to develop its 
products from the intellectual properties derived from its ongoing R&D programs. 

 

3. The Issuer will continue working to grow its Cannabis Division through current and 
future research and development projects. 

 
Available Funds and Principal Purposes 
 

The consolidated cash as of April 30, 2020, was $3,180. 
 
The total other funds, and the source of such funds, available to be used to achieve the 
objectives and milestones set out above are: 
 

Source of Funds Funds Available ($) 

Funds available at April 30, 2020 3,180 

Funds available under Loans 80,252 

Funds from option agreement 1,998,855 

Anticipated Private Placement August 2020 750,000 

Australian research and development credits 544,500 

TOTAL:   3,376,787 
 
The Issuer expects to use the funds available to it as set out below for the forthcoming 12-
month period (May 1, 2020 to April 30, 2021): 
 

Use of Available Funds (Principal Purposes) Estimated Cost ($) 

Research and development 1,852,731 

Salaries, wages, directors’ fees and benefits 348,472 

Business development and investor relations 36,500 

Consulting 84,000 

Travel, vehicle and meals 97,500 

Rent, utilities, repair and maintenance 111,450 

Professional fees  96,750 



 

Use of Available Funds (Principal Purposes) Estimated Cost ($) 

Transfer agent and filing fees 36,000 

Marketing and promotion 14,500 

Office and general  47,300 

TOTAL:    2,725,203 
 
Principal Products and Services 
 

Products and Services 
 

CELLB9®  
 

The CELLB9 inventory on hand was impaired during the year ended December 31, 2018, due 
to the expiration of the product. The Issuer has temporarily discontinued its sale of CELLB9 
due to supply issues and its intention is to create a synthesized, Nature Identical™, version 
of the CELLB9 product as part of its stabilization of Blue Scorpion Venom (the “BSV”) 
research program.  For further information on the immune-boosting properties of scorpion 
venom, see attached Schedule “A”. 
 
As a result, the Issuer incurred minimal costs in relation to the marketing of CELLB9 during 
the year ended December 31, 2019, and does not expect to incur any such costs until the 
Nature Identical™ version of the CELLB9 product is brought to market. 
 
During the year ended December 31, 2019, the sale of CELLB9® generated $3,031 in revenue.  
During the year ended December 31, 2018, the sale of CELLB9® generated $15,452 in 
revenue.  The Issuer is looking at various strategies for sales. 
 
Sleep Aid Products 
 

In August 2018, the Issuer acquired non-exclusive a worldwide license to use, manufacture, 
distribute and sell three Health Canada approved natural health products consisting of three 
natural sleep aids (the "Sleep Aid Products") from Asterion Cannabis Inc. ("Asterion").  These 
Sleep Aid Products include "Blissful Sleep", "Blissful Sleep Ex" and "Skullcap Serenity".  The 
Issuer is in the planning stages for the development, marketing and production of these Sleep 
Aid Products and aims to sell them in retail pharmacies, health-conscious stores as well as 
on the Issuer's website.   
 
Research and development 
 

The Issuer currently has a number of ongoing R&D projects through which it plans to bring 
an array of innovative therapies to market.  Four of the Issuer's R&D projects outlined below 
are currently being conducted by its research partners, the University of Queensland (“UQ”) 
and UniQuest Pty Limited ("UniQuest") pursuant to four research and option agreements.  
The Issuer is exploring the potential and opportunity to enter into further research 
agreements with UniQuest. 
 
 



 

(a) Stabilization of Blue Scorpion Venom (“BSV Program”) commenced on June 1, 2017.   
 

The purpose of the BSV Program was to: 
(i) identify and isolate key peptides in Caribbean Blue Scorpion (Rhopalurus junceus) 

venom 
(ii) synthesize and stabilize the peptides to create Nature Identical™ peptides to be 

used in cancer prevention therapies. 
 

This program was successfully completed in October 2019, and the final report received 
by the Issuer is being evaluated. Under this program, four lead peptides were evaluated 
in a two-compartment cell-based invasion model. These peptides exhibited a slowing 
of invasion in all cell lines tested. These peptides also showed modest suppression of a 
cancer cell biomarker responsible for driving metastasis, as well as drug and immune 
system resistance in brain cancer. The Issuer is working with its patent attorneys on 
protecting the peptides by creating patents for these. The next steps for the Company 
will be to go through the subsequent stages of drug development/validation and 
(pre)clinical evaluation for the lead peptides identified. 
 

(b) Sol-gels for Nasal Delivery of Cannabinoids (“CBD Program”), commenced on 
September 1, 2017.  

 

The purpose of the CBD Program is the development and evaluation of translatable 
formulations for systemic/central nervous system (“CNS”) delivery. 
 
The focus of the CBD Program is to develop a cannabinoid-based nose-to-brain delivery 
system intended to provide relief for a range of ailments including pain, inflammation, 
seizures and neurological disorders.  Engineered Sol-gels present an ideal platform for 
achieving this aim as they are in-solution upon administration, and rapidly gelate when 
warming as a result of contact with mucosal tissue.  The Issuer believes that the Sol-gels 
will pave the way for safer and more reliable drug delivery for agents such as CBDs that 
are rapidly metabolized or that would benefit from direct nose-to-brain CNS delivery. 
 
The CBD Program encompasses three phases: 

  

Phase 1:  Bulk fractionated extraction and HPLC fingerprinting of plant-derived 
CBDs 
The fractioned extraction of cannabis material has been completed, with analysis 
revealing the presence of cannabinoid-based compounds correlated with high-
performance liquid chromatography ("HPLC").  Chemical fingerprinting via HPLC of 
plant-derived CBDs is complete and fractionated extraction conditions for all five 
cannabis strains have also been completed. 

 
Phase 2:  Formulate soluble gels infused with fractionated CBD extracts 
Trialling of devices is complete, with an optimal spray profile for nose-to-brain delivery 
achieved with a custom device.  The extract has been successfully formulated. 

 
 
 



 

Phase 3:  Perform longitudinal CBD-fraction delivery study 
The Issuer's research team at the University of Queensland had received acceptance of 
its application to a local hospital's Human Ethics Committee to acquire human nasal 
mucosal tissue for use in this final phase in which CBD-infused Sol-Gel formulations 
were evaluated for CBD depositions into and across the nasal tissue and the toxicity 
evaluation through measurement of tissue lactate dehydrogenase levels was done. 
 
The CBP Program is now complete and the Issuer will evaluate the final report when 
this is received. 

 
(c) Smart siRNA for the Treatment of Diabetes and Obesity (the “D&O Program) 

commenced at UQ in July 2019. 
 

The D&O Program, a three distinct phase program, will be researching the development 
of Smart-siRNAs for the treatment of diabetes and obesity and considers the rational 
design of tissue targeted bio-responsive gene delivery systems, systematic evaluation 
towards gene and protein silencing in appropriate models and multiple phases of 
therapy for diabetes and obesity.  The D&O Program focuses on the library design of 
bio-responsive gene carrier-and-release (“BGCR”) systems. 
 
The D&O Program expects to demonstrate that this strategy is safe and effective in 
appropriate preclinical (mice) models of type 2 diabetes and obesity, paving the way 
for broader preclinical safety and efficacy evaluations. 
 
In October 2018, a two-day intensive workshop (the "Workshop") was conducted and 
brought together leading scientific teams to collaborate on the Issuer's gene therapy 
research program. The Workshop aimed to share key data derived to-dated from gene 
engineering, delivery system design and synthesis and their evaluation in cellular 
models of diabetes and obesity. 

 
Tasks under the D&O Program include: 

 

(i) Engineering a panel of novel, ligand-targeted bio-responsive gene carrier-and-
release systems. 

(ii) Re-synthesizing a panel of smart-siRNA constructing against the gene implicated 
in both type-2 diabetes and obesity and over-expressed in patients suffering from 
such conditions. 

(iii) Evaluating siRNA-bioresponsive carrier complexes in gene and protein targeting 
using in-house derived cellular models of diabetes and obesity, including toxicity 
studies. 

(iv) Performing bio-distribution studies of lead siRNA-carrier complexes focusing on 
the liver, skeletal muscle, fat and brain of healthy mice.  

(v) Performing gene-protein silencing efficacy and safety evaluation studies in obese-
diabetic and lean-diabetic mice with the Issuer's lead smart-siRNA bio-responsive 
carrier systems. 
 

 



 

(d) Disulfide Linker Technology in Engineering Analgesic Peptides (the “Linker 
Program”) commenced in July 2018. 

 

The Linker Program is being conducted to extend the application of the disulfide linker 
technology in engineering pain-relieving peptides for moderate to severe pain and 
inflammatory conditions.  The Linker Program involves peptide library synthesis 
pharmacological evaluation, alongside pharmacokinetic assessment, and efficacy 
determinations in appropriate animal models of pain and inflammation.   
 
The Linker Program is being conducted to expand and expedite the development of lead 
peptide candidates and facilitate the engagement of experienced collaborators to 
demonstrate proof-of-concept through pharmacological, pharmacokinetic and in vivo 
evaluation in models of pain and inflammation. 
 
High throughput screening of 50-peptide library across the main opioid receptor sub-
types is complete. 
Some peptides have been identified as showing exceptional selectivity for the target 
receptor sub-type of interest, with encouraging potency also recorded. These lead 
candidates are being further scrutinized in silico to facilitate their refined design and 
the aim of further enhancing potency and biostability. 

 
Ethics approvals detailing the complete study plan for the screening of lead peptide 
candidates in animals (rat models of pain/inflammation) were drafted, reviewed in-
house and final submissions made to UQ’s animal ethics committee, and this has 
subsequently been approved by UQ. 

 
Vast majority of the peptide candidates have now been ranked with select, lead peptides 
being nominated for preclinical evaluation. The first lead candidate has progressed 
through an in vivo ‘dose-finding’ study, with the optimal dose confirmed, the activity of 
each lead peptide in preclinical studies will be determined. 

Management has not yet determined whether these programs have a value that is 
economically recoverable, and management continues to evaluate the same to assess 
whether additional efforts and funds should be allocated to such projects. 

The total funds allocated to R&D and the above programs can be found under Section 4.1" 
General Business of the Issuer". 

Production and Sales 
 

As mentioned above, the Issuer has temporarily suspended sales of its CELLB9. 
 
The Company continues to focus on business development, identifying strategic business 
partners and its research programs. 
 
Competitive Conditions 
 

The Issuer has a high range of product mix, which is a competitive advantage.  Additionally, 
the board of directors (the "Board") of the Issuer has extensive experience regarding the 



 

health and wellness industry, the medical marijuana industry and public companies.  The 
Board also has valuable relationship capital in various jurisdictions, which has fostered 
numerous strategic alliances and will help the Issuer create a global footprint.   
 
Further, the proprietary technology and resulting intellectual property from the research 
and development projects currently underway is anticipated to be patentable, and the 
Issuer's R&D and option agreements provide the Issuer with the option to purchase 
exclusive global rights to the UniQuest intellectual property rights resulting from the 
research programs, as well as the ability to sublicense those rights. 
 
Opportunities that make the Issuer more competitive include: 
 
(a) The legalization of marijuana and the resulting clearer laws regarding CBDs in Canada, 

the United States and internationally is anticipated to create a greater demand for CBD-
based products. 

 

(b) The potential profit in the health and wellness industry and personalized health and 
alternative medicine segments are high. 

 

(c) There is an increasing demand for health and wellness products and natural 
alternatives.  

 

(d) There is a growing diabetes and obesity epidemic. 
 
For further information on competitive conditions, please refer to "Risk Factors" below. 
 
Lending Operations 
 

Not applicable. 
 
Bankruptcy and Receivership 
 

There have been no bankruptcy, receivership or similar proceedings by the Issuer within the 
three most recently completed financial years or the current financial year. 
 
Material Restructuring 
 

Subdivision of Common Shares 
 

In the most recently 2018 financial year, the Issuer's common shares were split on the basis 
of five (5) new post-subdivision shares for every one (1) pre-subdivision share (the 
"Forward Stock Split"). The Forward Stock Split was effective as of May 24, 2018. 
 
Three-Cornered Amalgamation 
 

Effective June 30, 2017, the Issuer completed the acquisition of PreveCeutical Medical Inc. 
("Former PMI"), resulting in the reverse takeover of the Issuer by Former PMI.  Pursuant to 
the terms of the transaction, Former PMI became a wholly-owned subsidiary of the Issuer 
by way of a three-cornered amalgamation with a wholly-owned subsidiary of the Issuer.  The 
amalgamated company continued on as PreveCeutical Medical Holdings Inc., a wholly-
owned subsidiary of the Issuer. 



 

Three to One Share Consolidation 
 

Concurrently with the three-cornered amalgamation mentioned above, on June 21, 2017, the 
Issuer completed a consolidation of its issued and outstanding shares on the basis of one 
post-consolidation share for every three pre-consolidation shares, together with a 
corresponding and equal consolidation of the Issuer's issued and outstanding convertible 
securities.  
 
Vertical Short Form Amalgamation 
 

On July 31, 2017, the Issuer amalgamated with its wholly-owned subsidiary, PreveCeutical 
Medical Holdings Inc., by way of vertical short-form amalgamation.  The amalgamated 
company is the Issuer. 
Social or Environmental Policies 
 

Not applicable. 
 
4.2 Asset Backed Securities 
 

Not applicable. 
 
4.3 Companies with Mineral Projects 
 

Not applicable. 
 
4.4 Companies with Oil and Gas Operations 
 

Not applicable. 
 

5.  SELECTED CONSOLIDATED FINANCIAL INFORMATION 
 
5.1 Annual Information 
 
The following table summarizes selected financial information from the Issuer's 
consolidated audited financial statements for the financial years ended December 31, 2019, 
and December 31, 2018, and December 31, 2017. 
 

For the Year Ended December 31 

Operating Data 2019 2018 2017 

Total revenues $3,031 $15,452 $22,234 

Cost of goods  $779 $4,723 $7,935 

Marketing and promotion $4,808 $383,719 $154,508 

Professional fees $536,348 $664,559 $384,913 

Office and administrative expenses $21,904 $40,410 $57,686 

Consulting $4,968 $136,268 $120,518 

Rent, utilities, repair and maintenance $(65,329) $172,763 $124,104 

Share-based compensation $433,443 $1,105,178 $1,234,103 



 

For the Year Ended December 31 

Operating Data 2019 2018 2017 

Asset impairment Nil $53,043 Nil 

Net Loss $3,578,900 $11,884,130 $7,231,885 

Basic and diluted loss per common share (0.0009) (0.037) (0.032) 

Cash dividends per share Nil Nil Nil 

Balance Sheet Data    

Total assets $857,638 $1,902,076 $2,599,660 

Long-term financial liabilities $3,509,608 $3,043,888 $2,639,509 

 
5.2 Quarterly Information 
 

For the Period Ended 

Operating 
Data 

Q4 2019 Q3 2019 Q2 2019 Q1 2019 Q4 2018 Q3 2018 Q2 2018 Q1 2018 

$ $ $ $ $ $ $ $ 

Total revenues 0 0 0 3,031 809 1,017 11,231 2,395 

Net Loss 76,408 610,772 1,713,827 1,777,893 5,686,304 2,614,692 2,165,884 1,417,250 

Net loss and 
comprehensive 
loss for the 
period 

40,268 576,772 1,681,977 1,178,576 5,732,671 2,574,065 2,160,170 1,417,250 

Loss per share 
- basic 

0.000 0.001 0.004 0.003 0.015 0.007 0.009 0.006 

Cash/ (bank 
indebtedness) 

28,480 6,602 37,545 64,893 64,329 855,497 2,859,606 204,038 

Working 
capital/ 
(deficiency) 

(1,546,563) (1,864,724) (1,476,636) (207,445) 194,510 2,873,475 4,857,332 262,418 

Total assets 857,638 1,364,533 1,752,329 2,230,577 1,902,077 4,569,178 7,531,015 2,428,429 

Total liabilities 5,344,418 6,312,840 6,130,929 5,285,990 4,187,247 3,603,699 4,239,019 3,841,755 

Deficit 23,684,588 23,499,746 24,198,644 22,664,080 21,632,660 16,648,06
9 

14,035,792 11,899,358 

Shareholders' 
equity 
(deficiency) 

(4,486,780) (4,948,307) (4,378,600) (3,055,413) (2,285,171) 965,479 3,391,996 (1,413,326) 

 



 

5.3 Dividends 
 

Other than as set out in the Securities Act (British Columbia), there are no restrictions that 
would prevent the Issuer from paying dividends; however, the Issuer has not declared or 
paid any dividends since incorporation and the Issuer has not established any dividend or 
distribution policy.  Any decision to pay dividends in the future will be made by the Board 
on the basis of earnings, financial requirements and other conditions existing at such time. 
 
5.4 Foreign GAAP 
 

Not applicable. 
 

6.  MANAGEMENT'S DISCUSSION AND ANALYSIS ("MD&A") 
 
6.1-6.14 Annual MD&A 
 

The Issuer's management's discussion and analysis for the year ended December 31, 2019, 
as filed on SEDAR on April 29, 2020 is attached to this Listing Statement as Schedule "B" - 
"Management Discussion and Analysis for the year ended December 31, 2019". 
 
The Issuer's management's discussion and analysis for the year ended December 31, 2018, 
as filed on SEDAR on April 17, 2019, is attached to this Listing Statement as Schedule "C" - 
"Management Discussion and Analysis for the year ended December 31, 2018". 
 
6.15-6.21 Interim MD&A 
 

The Issuer's management's discussion and analysis for the three months ended March 31, 
2020, as filed on SEDAR on June 1, 2020 is attached to this Listing Statement as Schedule "D" 
- "Management Discussion and Analysis for the three months ended March 31, 2020". 
 

7.  MARKET FOR SECURITIES 
 
The Issuer is listed on the Canadian Securities Exchange (the "CSE") under the symbol 
"PREV".  The Issuer is also listed on the OTCQB under the symbol "PRVCF" and on the 
Frankfurt Stock Exchange under the symbol "18H". 
 

8.  CONSOLIDATED CAPITALIZATION 
 
Other than as disclosed below, there has been no material change in the share and loan 
capital of the Issuer, on a consolidated basis, since the date of the comparative financial 
statements for the Issuer's most recently completed financial year contained in the Listing 
Statement. 
 

Designation of 
Security/Loan 

Amount Outstanding as 
of December 31, 2018 

Amount Outstanding as of 
December 31, 2019 

Amount Outstanding as of the 
date of this Filing Statement 

Common Shares 390,188,905 396,448,905 492,049,158 
Options 38,069,744 15,282,840 13,782,840 
Warrants 176,507,350 166,635,350(1) 166,635,350 

Short term loan $565,000 $1,011,100 $1,013,100 
Long term loan $3,119,748 $3,424,748 $3,464,748(2) 



 

Notes: 

(1) Including 6,301,600 private placement finder's warrants granted in June 2018, 384,000 finder's warrants 
issued in February 2019, and 5,000,000 bonus warrants issued to Stephen Van Deventer in May 2019 in 
consideration for a $300,000 loan to the Issuer.  21,356,000 warrants issued with the June 2017 private 
placement expired on June 30, 2019. 

(2) Includes a loan of $40,000 under the Canada Emergency Business Account (“CEBA”) Loan which was 
received on April 15, 2020.  This is an interest free loan up to December 31, 2022.  A quarter of the loan 
($10,000) is eligible for complete forgiveness if $30,000 is fully repaid on or before December 31, 2022. 
If the loan cannot be repaid by December 31, 2022, it can be converted into a 3-year term loan charging 
an interest rate of 5%. 

 
9.  OPTIONS TO PURCHASE SECURITIES 

 
Stock Options 
 

As of May 11, 2020, the Issuer had 13,782,840 stock options issued and outstanding.  
 
The following table sets out information about outstanding stock options: 
 

Name of Optionee 
Designation of 

Securities under 
Option 

Number of 
Common 

Shares under 
Option 

Exercise price 
per Common 

Share 
Expiry Date 

All executive officers and 
past executive officers as 
a group (3 persons) 

Common Shares 

1,250,000 $0.05 2020-08-10 
1,250,000 $0.05 2020-08-31 
1,250,000 $0.10 2021-06-30 
333,335 $0.06 2021-09-07 

All directors and past 
directors who are not also 
executive officers as a 
group (7 persons) 

Common Shares 

3,750,000 $0.05 2020-08-10 
2,000,000 $0.13 2020-10-20 
666,670 $0.06 2021-09-07 
200,000 $0.03 2021-11-04 

All employees who are 
not also directors (2 
persons) 

Common Shares 2,749,500 $0.05 2020-08-10 

All consultants of the 
Issuer (1 person) Common Shares 333,335 $0.06 2021-09-07 

All executive officers and 
past executive officers of 
the Issuer's subsidiary, as 
a group (Nil) 

N/A       

Other persons and 
companies (Nil) N/A        



 

10.  DESCRIPTION OF THE SECURITIES 
 
10.1 General 
 

The authorized share capital of the Issuer consists of an unlimited number of common shares 
without par value.  The holders of the common shares are entitled to receive notice of and to 
attend and vote at all meetings of the shareholders of the Issuer, and each common share 
confers the right to one vote in person or by proxy at all meetings of the shareholders of the 
Issuer.  The holders of the common shares, subject to the prior rights, if any, of any other 
class of shares of the Issuer, are entitled to receive such dividends in any financial year as 
the Board may by resolution determine.  In the event of the liquidation, dissolution or 
winding-up of the Issuer, whether voluntary or involuntary, the holders of the common 
shares are entitled to receive, subject to the prior rights, if any, of the holders of any other 
class of shares of the Issuer, the remaining property and assets of the Issuer. 
 
10.2 – 10.6 Debt Securities, Other Securities, Modification of Terms and Other 
Attributes 
 

Not applicable. 
 
10.7 Prior Sales 
 

The following table sets out the sales of securities of the Issuer during the 12-month period 
prior to the date of this Listing Statement: 
 

Issue Date 
Price ($) Per 

Common Share 
Number of  

Common Shares Issued 
Proceeds to the 

Issuer ($) 

February 11, 2019 0.05 6,260,000 305,000 

Total:   6,260,000 305,000 

 
10.8 Stock Exchange Price 
 

The following table sets out the high and low trading prices, as well as the trading volume, 
for the Issuer's common shares on the CSE for the periods indicated. 

Period High ($) Low ($) Total Volume 

April 2020 0.025 0.010 9,632,027 

March 2020 0.025 0.010 5,898,770 

February 2020 0.030 0.015 11,990,703 

January 2020 0.040 0.015 16,077,685 

Q4 ended December 31, 2019 0.030 0.010 29,318,210 

Q3 ended December 31, 2019 0.050 0.025 20,054,611 

Q2 ended December 31, 2019 0.075 0.040 67,629,753 

Q1 ended December 31, 2019 0.070 0.040 69,097,559 

Q4 ended December 31, 2018 0.135 0.04 187,163,472 

Q3 ended September 30, 2018 0.135 0.035 316,654,332 

Q2 ended June 30, 2018 0.135 0.052 19,898,550 



 

11.  ESCROWED SECURITIES 
 
The following table sets forth the details of the securities that are subject to escrow as of the 
date of this Listing Statement: 
 

Designation of class held in escrow 
No. of escrowed 

securities(1) Percentage of class(2) 

Common shares 22,271,700 5.62% 
Common share purchase options 2,087,500 15.15% 
Common share purchase warrants 270,000 0.16% 
Convertible debt (3) $2,550,000 N/A 

 

Notes: 

(1) Pursuant to an escrow agreement made as of June 30, 2017 (the "Escrow Agreement"), among the Issuer, 
TSX Trust Company (the "Escrow Agent") and certain principals of the Issuer (the "Principals"), the 
Principals agreed to deposit into escrow their securities (the "Escrowed Securities") with the Escrow 
Agent.  The Escrow Agreement provides that 10% of the Escrowed Securities will be released from 
escrow upon the date that the Issuer's common shares were listed on the CSE and that, where there are 
no changes to the securities initially deposited and no additional Escrowed Securities, the remaining 
Escrowed Securities will be released in equal tranches of 15% every 6-month interval thereafter, over a 
period of 36 months.  As of the date of this Listing Statement, 85% of the securities have been released. 

(2) As at April 30, 2020, there were 396,448,905 common shares, 13,782,840 stock options, and 166,635,350 
warrants issued and outstanding.  As at April 30, 2020, the Issuer had $4,119,748 in convertible debt. 

(3) The escrowed debt facility is convertible to common shares at a price of $0.06 per share. 
 

12.  PRINCIPAL SHAREHOLDERS 
 
To the knowledge of the Issuer, as of the date of this Listing Statement, no shareholder 
beneficially owns or exercises control or direction over common shares in the capital of the 
Issuer carrying more than 10% of the votes attached to such common shares, except the 
following: 
 

Name of Shareholder 

Number of Common Shares 
Beneficially Owned or 

Controlled 
Outstanding Issuer  

Shares as at April 30, 2020(1) 

Stephen Van Deventer 86,660,500(2) 21.86%  (16.42%)(3)(5) 

Cornerstone Global Partners Inc.(4) 45,860,500 11.57% (7.95%)(5) 
 

Notes: 
(1) Rounded to two decimal places with 396,448,905 common shares issued and outstand. 
(2) Including 40,800,000 common shares registered in Mr. Van Deventer's name and 45,860,500 common 

shares registered in the name of Cornerstone Global Partners Inc., a private company which is controlled 
by Mr. Van Deventer. 

(3) Mr. Van Deventer beneficially owns or controls 86,660,500 common shares, 5,000,000 warrants, and 
1,250,000 options. 

(4) Mr. Van Deventer, the Chairman, Chief Executive Officer and Director of the Issuer, is a holder of more 
than 10% of voting securities of Cornerstone Global Partners Inc. 

(5) Fully diluted rounded to two decimal places on a fully diluted basis based on 396,448,905 common 
shares, 166,635,350 warrants and 13,78,840 options being outstanding. 



 

13.  DIRECTORS AND OFFICERS 
 
13.1 – 13.5 Name, Residence, Position, Term of Office and Security Holdings of 
Directors and Officers 
 

As at the date of this Listing Statement, the Issuer's Board and officers consist of the 
individuals set out in the table below: 
 

Name, province or 
state and country of 
residence and 
proposed position 
with the Issuer 

Principal occupation during the 
past five years 

Director or 
Officer of 

Issuer Since 

Number of 
Common 

Shares 

Percentage of 
Outstanding 

Common 
Shares(1) 

Stephen Van 
Deventer 

Vancouver, British 
Columbia, Canada 
Chairman, Chief 
Executive Officer 
and director 

CEO, director and employee of the 
Issuer; entrepreneur; owner of 

Cornerstone Global Partners Inc.; 
CEO and director of Asterion 

Cannabis Inc. (a medicinal cannabis 
company) 

May 19, 2017 
(Director) 

 
June 22, 2017 

(CEO)  

40,800,000 
 

86,660,500(2) 
(total 

beneficially 
held) 

10.29% 
 

21.86(2) 

Makarand 
Jawadekar 
East Lyme, 
Connecticut, United 
States 
President, Chief 
Science Officer & 
director 

CSO, President and director of the 
Issuer; entrepreneur and owner of 

Melinda Consulting LLC (a 
Pharmaceutical Consulting 

company). 

October 24, 
2017 (Director) 
June 30, 2017 

(CSO) 
February 13, 

2019 
(President) 

2,502,500 0.64% 

Keith Anderson Director of the Issuer; investor 
advisor; senior officer of Syd 

Financial Inc. and Boomer Financial 
Inc. 

June 20, 2019 Nil N/A 

Mark Lotz Director of the Issuer; Chartered 
Professional Accountant; 

businessman providing management 
consulting and corporate finance 

services; owner of public practice, 
Lotz CPA Inc. 

June 20, 2019   

Harendra Parekh 
Chapel Hill 
Queensland, 
Australia 
Chief Research 
Officer 

CRO of the Issuer; Senior Lecturer 
& Research Group Lead – 
Drug/Gene Delivery, at the 

University of Queensland, School of 
Pharmacy 

June 30, 2017 2,500,000(3) 

(total 
beneficially 

held) 

0.64%(3) 

Shabira Rajan 
Vancouver, British 
Columbia, Canada 
Chief Financial 
Officer, Controller & 
Corporate Secretary 

CFO, Corporate Secretary, 
Controller and employee of the 

Issuer; CFO and director of Asterion 
Cannabis Inc. (a medicinal cannabis 
company); entrepreneur and owner 
of SHROF Financial Management 

and Accounting 

June 22, 2017 
(CFO & 

Controller) 
 

September 19, 
2018 (Corporate 

Secretary) 

2,500,000 0.64% 



 

Notes: 
(1) Rounded to two decimal places.  396,448,905 common shares issued and outstanding. 
(2) Including 40,800,000 common shares registered in Mr. Van Deventer's name and 45,860,500 common shares 

registered in the name of Cornerstone Global Partners Inc., a private company controlled by Mr. Van Deventer. 
(3) Common shares held by H&J Beauchamp Family Trust, a trust controlled by Mr. Parekh. 
 
All directors of the Issuer have been appointed to hold office until the next annual general 
meeting of shareholders, or until their successors are duly elected or appointed, unless their 
office is earlier vacated. 
 
As at the date of this Listing Statement, the directors and executive officers of the Issuer 
beneficially own, directly or indirectly, as a group, 139,803,875 common shares of the Issuer 
representing approximately 35.26% of all of the outstanding common shares of the Issuer. 
 
The Audit Committee 
 

The Audit Committee is currently comprised of the following members:  Stephen Van Deventer 
(Chairman), Keith Anderson and Mark Lotz.  Each member of the Audit Committee is considered 
to be "financially literate" as defined by NI 52-110 in that he has the ability to read and understand 
a set of financial statements that present a breadth and level of complexity of accounting issues 
that are generally comparable to the breadth and complexity of the issues that can presumably be 
expected to be raised by the Company's financial statements.  Two of the three current members 
of the Audit Committee, Mark Lotz and Keith Anderson, are independent, while the third member, 
Stephen Van Deventer, is not considered independent as he is an executive officer of the Issuer.  
To be considered to be independent, a member of the Audit Committee must not have any direct 
or indirect "material relationship" with the Company.  A material relationship is a relationship 
which could, in the view of the Board reasonably interfere with the exercise of a member's 
independent judgment. 
 
The Corporate Governance and Nominating Committee 
 

The Corporate Governance and Nominating Committee (the "Corporate Governance 
Committee") is comprised of the following members: Keith Anderson (Chairman), Mark Lotz 
and Stephen Van Deventer.  The role of the Corporate Governance Committee is to (1) 
evaluate and review the effectiveness of the Issuer's system of corporate governance; (2) 
review procedures for the identification of new nominees to the Board and assist in the 
candidate selection process; (3) review and approve orientation and education programs for 
new directors; (4) assess the effectiveness of directors, the Board and the various 
committees of the Board; and (5) ensure appropriate corporate governance and review the 
Issuer's corporate governance practices to assess compliance with current rules and policies 
of applicable regulatory authorities. 
 
13.6 Cease Trade Orders or Bankruptcies 
 

Other than as disclosed herein, to the knowledge of the Issuer, no director, officer or 
shareholder holding a sufficient number of securities to materially affect the control of the 
Issuer is, as of the date of this Listing Statement or was within ten years before the date 
hereof, a director, chief executive officer or chief financial officer of any company that was 
subject to a cease trade order, an order similar to a cease trade order or an order that denied 



 

the relevant company access to any exemption under securities legislation, that was in effect 
for a period of more than 30 consecutive days, that: 
 

(a) was issued while the proposed director was acting in the capacity as a director, chief 
executive officer or chief financial officer; or 

 

(b) was issued after the proposed director ceased to be a director, chief executive officer or 
chief financial officer and which resulted from an event that occurred while that person 
was acting in the capacity as a director, chief executive officer or chief financial officer. 

 
Other than as disclosed herein, no director, officer or shareholder holding a sufficient 
number of securities to materially affect the control of the Issuer: 
 

(a) is, as of the date of this Listing Statement or was within ten years before the date hereof, 
a director, chief executive officer or chief financial officer of any company that, while 
that person was acting in that capacity, or within a year of that person ceasing to act in 
that capacity, became bankrupt, made a proposal under any legislation relating to 
bankruptcy or insolvency, was subject to or instituted any proceedings, arrangement or 
compromise with creditors or had a receiver, receiver manager or trustee appointed to 
hold its assets; or 

 

(b) has, within ten years before the date of this Listing Statement, become bankrupt, made 
a proposal under any legislation relating to bankruptcy or insolvency, or become 
subject to or instituted any proceedings, arrangement or compromise with creditors or 
had a receiver, receiver manager or trustee appointed to hold the assets of the proposed 
director. 

 
Mr. Anderson was a director of Vangold Resources Ltd. ("Vangold") when a cease trade order was 
issued by the British Columbia Securities Commission on May 10, 2016, as a result of the failure 
of Vangold to file a comparative financial statement for the financial year ended December 31, 
2015, and a Form 51-102F1 Management's Discussion and Analysis for the period ended 
December 31, 2015.  The cease trade order was revoked by the British Columbia Securities 
Commission on August 10, 2016. 
 
13.7 – 13.8 Penalties and Sanctions 
 

No director, officer or shareholder holding sufficient securities to materially affect the 
control of the Issuer has been subject to: 
 

(a) any penalties or sanctions imposed by a court relating to securities legislation or by a 
securities regulatory authority or has entered into a settlement agreement with a 
securities regulatory authority; or 

 

(b) any other penalties or sanctions imposed by a court or regulatory body that would likely 
be considered important to a reasonable securityholder in deciding whether to vote for 
a proposed director. 

 
13.9 Personal Bankruptcies 
 

Except as disclosed herein, to the Issuer's knowledge no existing or proposed director, 
officer, or shareholder holding sufficient securities to affect materially the control of the 



 

Issuer, or a personal holding company of any such persons, has, during the ten years prior to 
the date hereof, been declared bankrupt or made a voluntary assignment into bankruptcy, 
made a proposal under any legislation relating to bankruptcy or insolvency or has been 
subject to or instituted any proceedings, arrangement, or compromise with creditors or had 
a receiver, receiver manager or trustee appointed to hold his or her assets. 
 
Kimberly Van Deventer (who was the President and director of the Issuer during the period 
ended December 31, 2017 but ceased to be the President and director of the Issuer on 
April 9, 2018) previously had undergone personal bankruptcy and was subsequently 
discharged.  At the time of her bankruptcy, Ms. Van Deventer was undergoing a marital 
divorce from her partner, where both were co-founders and equity partners in a company 
directly owning a Vancouver-based restaurant that became financially distressed as a result 
of the economic downturn and recession during that time, ceasing operations May 30, 2012.  
Ms. Van Deventer was discharged from her personal bankruptcy on April 27, 2013. 
 
13.10 Conflicts of Interest 
 

The directors of the Issuer are required by law to act honestly and in good faith with a view 
to the best interests of the Issuer and to disclose any interests, which they may have in any 
project or opportunity of the Issuer.  If a conflict of interest arises at a meeting of the Board, 
any director in a conflict will disclose his interest and abstain from voting on such matters. 
 
To the Issuer's knowledge, there are no known existing or potential conflicts of interest 
among the Issuer or a subsidiary of the Issuer and a director or officer of the Issuer, or a 
subsidiary of the Issuer as a result of their outside business interests except that certain of 
the directors and officers serve as directors and officers of other companies and therefore it 
is possible that a conflict may arise between their duties to the Issuer and their duties as a 
director or officer of such other companies. 
 
The foregoing, not being within the knowledge of the Issuer, has been furnished by the 
respective officers and directors. 
 
13.11 Management 
 

Stephen Van Deventer, Director, Chairman and Chief Executive Officer 
 

Mr. Van Deventer (51 years old) is an experienced businessman, corporate director and co-
owner of Cornerstone Global Partners Inc.  Specializing in international corporate relations 
and business development over the last twenty-five years, Mr. Van Deventer has focused on 
launching small to medium-sized companies into the public markets in Canada, the United 
States and Europe.  He has also owned and operated private companies.  Mr. Van Deventer 
devotes 50% of his time to the affairs of the Issuer and is an employee of the Issuer. As Chief 
Executive Officer, Mr. Van Deventer is responsible for operationalizing the Board's strategic 
plan. 
 
Makarand Jawadekar, Director and Chief Science Officer and President 
 

Since 2010, Dr. Jawadekar (69 years old) was the owner of Melinda Consulting LLC, a 
pharmaceutical consulting company.  Prior to Melinda Consulting, Dr. Jawadekar worked at 



 

Pfizer Inc. in Groton-New London, Connecticut, and for 28 consecutive years served as a 
Director of Portfolio Management.  While at Pfizer, he was responsible for drug delivery 
technology assessments involving external drug delivery technologies.  Dr. Jawadekar has 
extensive experience in creating and cultivating external partnerships and alliances for drug 
delivery technologies.  He began his professional career at Pfizer Central Research in early 
1982, after having completed his Ph.D. in Pharmaceutics at the University of Minnesota. 
 
Dr. Jawadekar devotes 100% of his time to the affairs of the Issuer.  He works as an 
independent contractor responsible for leading the Issuer's pre-clinical evaluation of 
Caribbean Blue Scorpion venom, and as a director, he is responsible for overseeing the 
management of the Issuer.  Mr. Jawadekar was recently named President of the Issuer.  
 
Shabira Rajan, Chief Financial Officer, Controller and Corporate Secretary 
 

Ms. Rajan (63 years old) is the owner of SHROF Financial Management and Accounting, 
providing financial management services to clients.  Prior to that, Ms. Rajan was the Director 
of Finance for Canada Line Rapid Transit Inc., a $2 billion P3 infrastructure project where 
she was responsible for all financial aspects of the project including strategies for cash 
management, regulatory and contractual compliance and reporting, budgeting, forecasting, 
analysis, procurement, implementation of policies and procedures, and IT. 
 
Ms. Rajan is a Chartered Professional Accountant, holds an MBA from Laurentian University 
and an Advanced Specialty Certificate in Forensic Science Technology, Forensic and 
Investigative Accounting Option from the British Columbia Institute of Technology.  She was 
a Project Management Professional and an associate member of the Institute of Chartered 
Secretaries and Administrators.  She recently completed the Executive Leadership - 
Developing Sustainable Non-profit Organizations in the 21st Century, a program with the 
City University of Seattle.  Ms. Rajan has served as a board member with WAVAW, was the 
Chair, Education and Recruiting with the Richmond/South Delta Chapter of CGA BC, was a 
board member of the East Richmond Community Centre and the treasurer of Hastings 
Sunrise Community Policing Centre.  She is currently a board member of the East Richmond 
Community Centre and is a member of their Programming Committee and is a member of 
the Health Care Practitioners' Special Committee for Audit Hearings. 
 
Ms. Rajan devotes 50% of her time to the affairs of the Issuer.  She is an employee, and as the 
Issuer's Chief Financial Officer, Controller and Corporate Secretary, is responsible for 
managing the day-to-day accounting and all financial reporting obligations of the Issuer, as 
well as providing oversight of corporate communications for consistency with operational 
plans and standards, providing input into corporate goals and objectives developed or 
approved by the Board, and developing and achieving performance guidelines for the 
Issuer's products and programs in co-ordination with the CEO. 
 
Harendra Parekh, Chief Research Officer 
 

Dr. Parekh (44 years old) completed his B.Sc. in pharmacy (United Kingdom) and registered 
as a Pharmacist in 1998.  He went on to pursue his Ph.D. in Medicinal Chemistry at the 
University of Nottingham in the same year.  Under the supervision of Dr. B. Kellam and Dr. S. 
R. Chhabra he investigated the development of novel linkers for solid-phase peptide and 



 

glycopeptide synthesis.  Dr. Parekh was awarded his Ph.D. in 2002, and, after a short time 
working in a community pharmacy in the United Kingdom, relocated to Australia and took 
up a position as a research officer in the School of Chemistry at the University of Queensland.  
He continues to be a member of the Royal Pharmaceutical Society of Great Britain and is also 
registered with the Australian Health Practitioner Regulation Agency (pharmacist) in 
Queensland, currently based at the University of Queensland's Pharmacy Australia Centre of 
Excellence. 
 
During his post-doctoral tenure, he explored the area of non-viral gene delivery via chemical 
synthesis of novel dendrimeric systems.  Emphasis was on the treatment of age-related 
macular degeneration, and in 2004, he received Uniquest's Trailblazer Prize for 
commercialization potential.  In May 2005, Dr. Parekh was appointed Lecturer within the 
School of Pharmacy and promoted to Senior Lecturer in 2011.  He also holds adjunct 
positions at Manipal University (India), and the National University of Singapore's 
Nanoscience and Nanotechnology Institute.   
 
Dr. Parekh's research interests are in the area of synthetic pharmaceutical chemistry, 
pharmaceutics as applied to nano-carriers, and advanced non-viral drug/gene delivery 
system design, synthesis and evaluation.  He devotes 20% of his time to the affairs of the 
Issuer and works as an independent contractor responsible for overseeing and providing 
guidance on the Issuer's research and development initiatives.  
 
Mark Lotz (Director)   
 

Mr. Lotz is a Chartered Professional Accountant practicing publicly through his firm Lotz CPA 
Inc.  Mr. Lotz is a businessman and provides management consulting and corporate finance 
services to public and private companies.  He has numerous years of experience with 
reporting issuers and currently serves as a director of Ascent Industries Corp., Candente Gold 
Corp., Voleo Trading Systems Inc., Teal Valley Health Inc. (formerly Radiant Health Care Inc.), 
Vodis Pharmaceuticals Inc. and Golden Lake Exploration Inc. 
 
Mr. Lotz devotes approximately 5% of his time to the affairs of the Issuer and works as an 
independent contractor.  As a director, he is responsible for overseeing the management of 
the Issuer. 
 
Keith Anderson (Director) 
 

Mr. Anderson has been in the Canadian capital markets business for over 30 years and was 
an Investment Advisor with Canaccord Genuity Corp. from 1987 to 2011.  Mr. Anderson is 
currently a senior officer of Syd Financial Inc. (CSE: SYDF) and Boomer Financial Inc.  He is a 
former director and officer of several mineral exploration and cannabis companies, including 
a former director of Global Vanadium Corp., Vangold Mining Corp., Alchemist Mining 
Incorporated and Liberty Leaf Holdings Ltd. and former Chief Executive Officer and 
President of Alexis Financial Inc.  
 
Mr. Anderson devotes approximately 10% of his time to the affairs of the Issuer and works 
as an independent contractor.  As a director, he is responsible for overseeing the 
management of the Issuer. 



 

All of the directors and officers of the Issuer have entered into confidentiality and non- 
disclosure agreements with the Issuer. 
 

14.  CAPITALIZATION 
 
14.1 Issued Capital 
 

The following share distribution tables include information accurate as at May 7, 2019. 
 

 Number of 
Securities 
(non-
diluted) 

Number of 
Securities 
(fully-diluted) 

% of 
Issued 
(non-
diluted) 

% of 
Issued 
(fully 
diluted) 

Public Float     
Total outstanding (A)  396,448,905(1) 576,867,095(1)(2) 100% 100% 
Held by Related Persons or 
employees of the Issuer, or by 
persons or companies who 
beneficially own or control, 
directly or indirectly, more than 
a 5% voting position in the Issuer 
(or who would beneficially own 
or control, directly or indirectly, 
more than a 5% voting position 
in the Issuer upon exercise or 
conversion of other securities 
held) (B) 

139,803,875 156,503,375 35.26% 27.13% 

Total Public Float (A-B) 256,645,030 420,363,720 64.74% 72.87% 
     
Freely Tradeable Float     
Number of outstanding 
securities subject to resale 
restrictions, including 
restrictions imposed by pooling 
or other arrangements or in a 
shareholder agreement and 
securities held by control block 
holders (C) 

22,271,700(3) 24,629,200 (4) 5.62% 4.27% 

Total Tradeable Float (A-C) 374,177,205 552,237,895 94.38% 95.73% 
 
 
Notes: 
(1) As at May 7, 2020.  
(2) Assuming the exercise of 13,782,840 common share purchase options, and 166,635,350 common share 

purchase warrants. 
(3) Includes 22,271,700 common shares held in escrow. 
(4) Includes 22,271,700 common shares, 270,000 warrants and 2,087,500 stock options held in escrow. 
 



 

Public Securityholders (Registered) 
 

For the purposes of this report, "public securityholders" are persons other than persons 
enumerated in section (B) of the previous chart.  Only registered holders are listed. 
 

Size of Holding Number of holders Total number of 
securities 

1 – 99 securities - - 
100 – 499 securities - - 
500 – 999 securities - - 
1,000 – 1,999 securities 2 2,500 
2,000 – 2,999 securities 18 44,500 
3,000 – 3,999 securities 1 3,000 
4,000 – 4,999 securities 2 8,000 
5,000 or more securities 107 256,587,030 
Total 130 256,645,030 

 
Public Securityholders (Beneficial) (1) 
 

Included (i) beneficial holders holding securities in their own name as registered 
shareholders; and (ii) beneficial holders holding securities through an intermediary where 
the Issuer has been given written confirmation of shareholdings.  
 

Size of Holding Number of 
holders 

Total number of 
securities 

1 – 99 securities 88 3,189 
100 – 499 securities 309 71,166 
500 – 999 securities 284 178,913 
1,000 – 1,999 securities 567 690,677 
2,000 – 2,999 securities 352 782,398 
3,000 – 3,999 securities 210 679,028 
4,000 – 4,999 securities 151 640,665 
5,000 or more securities 2,839 218,544,407 
Unable to confirm  35,054,587 

 

Notes: 
 

(1)  Does not include Objecting Beneficial Owners of common shares in the capital of the Issuer. 
 
Non-Public Securityholders (Registered) 
 

For the purposes of this report, "non-public securityholders" are persons enumerated in 
section (B) of the issued capital chart.  
 
 
 



 

Common shares without par 
 

 

Size of Holding Number of holders Total number of 
securities 

1 – 99 securities - - 
100 – 499 securities - - 
500 – 999 securities - - 
1,000 – 1,999 securities - - 
2,000 – 2,999 securities - - 
3,000 – 3,999 securities - - 
4,000 – 4,999 securities - - 
5,000 or more securities 14 139,803,375 

Total 14 139,738,875 
 
14.2 Convertible/Exchangeable Securities 
 
The following convertible/exchangeable securities are issued and outstanding: 
 

Description of Security 
(include conversion/exercise 
terms, including 
conversion/exercise price) 

Number of 
convertible/exchangeable 

securities outstanding 

Number of listed 
securities issuable 

upon 
conversion/exercise 

Stock Options: 
Issued:  September 7, 2016 
Expiry Date:  September 7, 2021 
Exercise Price:  $0.06 per share 

1,333,340 1,333,340 

Stock Options 
Issued:  September 1, 2016 
Expiry Date:  August 31, 2020 
Exercise Price:  $0.05 per share 

1,250,000 1,250,000 

Stock Options 
Issued:  August 11, 2016 
Expiry Date:  August 10, 2020 
Exercise Price:  $0.05 per share 

7,749,500 7,749,500 

Stock Options 
Issued:  June 29, 2017 
Expiry Date:  June 28, 2021 
Exercise Price:  $0.10 per share 

1,250,000 1,250,000 

Stock Options 
Issued:  October 20, 2018 
Expiry Date:  October 20, 2020 
Exercise Price:  $0.125 per share 

2,000,000 2,000,000 



 

Description of Security 
(include conversion/exercise 
terms, including 
conversion/exercise price) 

Number of 
convertible/exchangeable 

securities outstanding 

Number of listed 
securities issuable 

upon 
conversion/exercise 

Stock Options 
Issued:  November 5, 2019 
Expiry Date:  November 4, 2021 
Exercise Price:  $0.025 per share 

200,000 200,000 

Performance Warrants 
Issued:  July 12, 2017 
Expiry Date:  July 12, 2022 
Exercise Price:  $0.10 per share 

21,000,000 21,000,000 

June 2018 Private Placement 
Warrants 
Issued:  June 29, 2018 
Expiry Date:  June 29, 2020 
Exercise Price:  $0.10 per share 

127,849,750 127,849,750 

June 2018 Private Placement 
Finder's Warrants 
Issued:  June 29, 2018 
Expiry Date:  June 29, 2020 
Exercise Price:  $0.10 per share 

6,301,600 6,301,600 

February 2019 Private 
Placement 
Issued:  February 11, 2019 
Expiry Date:  February 11, 2021 
Exercise Price:  $0.08 per share 

6,100,000 6,100,000 

February 2019 Broker 
Warrants 
Issued:  February 11. 2019 
Expiry Date:  February 11, 2021 
Exercise Price:  $0.08 per share 

384,000 384,000 

Transferable Bonus Warrants 
Issued:  May 29, 2019 
Expiry Date:  May 29, 2020 
Exercise Price:  $0.06 per share 

5,000,000 5,000,000 

Total options and warrants  180,418,190 180,418,190 

Convertible Debentures: 
Credit Facility Agreement 
(December 9, 2016 as amended 
on April 20, 2018) (1) 
Exercise Price:  $0.06 per share 

$2,000,000 33,333,333 common 
shares 



 

Description of Security 
(include conversion/exercise 
terms, including 
conversion/exercise price) 

Number of 
convertible/exchangeable 

securities outstanding 

Number of listed 
securities issuable 

upon 
conversion/exercise 

Convertible Debentures: 
Credit Facility Agreement (May 9, 
2017 as amended on April 20, 
2018)(1) 
Exercise Price:  $0.06 per unit(2) 

$1,000,000 
16,666,666 common 

shares 
16,666,666 warrants 

Convertible Promissory Note: 
Credit Facility Agreement 
(March 28, 2018) 
Exercise Price:  $0.06 per share 

$700,000 11,666,666 common 
shares 

Convertible Promissory Note 
Loan agreement (January 26, 
2018, as amended April 20, 
2018) 
Exercise Price:  $0.06 per share 

$500,000 8,333,333 common 
shares 

Total convertible debt $4,200,000 86,666,664 
 

Notes: 
(1) The Lenders have signed a waiver by which there will be no demand on the funds until July 31, 2021. 
(2) Each unit is comprised of one common share of the Issuer and one transferrable common share purchase 

warrant exercisable at a price of $0.10 per share. 
(3) Total represents the principal amounts.  Each convertible debt security bears a simple interest of 5% per 

annum.  
 
14.3 Other Listed Securities 
 

There are no other listed securities reserved for issuance that are not included in Section 
14.2. 
 

15.  EXECUTIVE COMPENSATION 
 

The Issuer's Statement of Compensation of Executive Officers is attached to this Listing 
Statement as Schedule "I" as “Statement of Compensation of Executive Officers for the year 
ended December 31, 2019”. 
 

16.  INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS 
 
16.1 Aggregate Indebtedness 
 

No existing or proposed director, officer, employee or former director, officer, or employee 
of the Issuer or any of its subsidiaries was indebted to the Issuer within thirty days before 
the date hereof or is currently indebted to the Issuer. 
 
 



 

16.2 Indebtedness Under Securities Purchase and other Programs 
 

Not applicable. 
17.  RISK FACTORS 

 
17.1 Risk Factors Related to the Issuer and its Business 
 

The Issuer is focused on the research, development and sale of biotechnology and 
pharmaceuticals to consumers.  Companies in this industry are subject to many and varied 
kinds of risks.  The risks and uncertainties described in this section are considered by 
management to be the most important in the context of the business of the Issuer but are not 
inclusive of all risks and uncertainties they may be subject to, as other risks may apply.  It is 
possible that other risks and uncertainties that affect the Issuer's business will arise or 
become applicable. 
 
No history of earnings. 
 

The Issuer has no significant history of earnings and, due to the nature of the Issuer's 
business, there can be no assurance that the Issuer will be profitable.  The continued 
operation of the Issuer will be dependent upon its ability to generate operating revenues and 
to procure additional financing.  There can be no assurance that any such revenues can be 
generated or that other financing can be obtained.  If the Issuer is unable to generate such 
revenues or obtain such additional financing, any investment in the Issuer may be lost.  In 
such an event, the probability of resale of the securities purchased would be diminished.  
While the Issuer may generate additional working capital through further equity offerings, 
there is no assurance that any such funds will be available on terms acceptable to the Issuer, 
or at all.  If available, future equity financing may result in substantial dilution to current 
shareholders.  At present, it is impossible to determine what amounts of additional funds, if 
any, may be required.  
 
Limited operating history. 
 

The Issuer has a limited operating history and as such, the Issuer's business will be subject 
to risks and uncertainties associated with new business enterprises, including under-
capitalization, cash shortages, limitations with respect to personnel, financial and other 
resources, lack of revenue and the risk that it will not achieve its growth objectives.  There is 
no assurance that the Issuer will be successful in achieving a return on shareholders' 
investments.  The Issuer has not generated significant revenue or profits from its operations, 
and as a result, the Issuer faces a high risk of business failure.  The Issuer has a history of 
operating losses, and the Issuer may never achieve profitability in the future.  
 
The Issuer's ability to generate future revenue or achieve profitable operations is largely 
dependent on its ability to attract and retain experienced management and the know-how 
to develop and commercialize future products and to market current and future products.  
Successfully developing future and current products into marketable product offerings may 
take several years and significant financial resources, and the Issuer cannot assure that it can 
achieve these objectives.  Furthermore, there can be no assurance that even if the Issuer 
becomes profitable it will be able to consistently remain profitable. 
 



 

Negative operating cash flow.  
 

Although the Issuer expects to become profitable, there is no guarantee that this will happen, 
and it may never become profitable.  The Issuer currently has negative operating cash flow 
and may continue to do so for the foreseeable future.  The Issuer's ability to generate revenue 
and the potential to become profitable will depend largely on the Issuer's ability to have its 
products manufactured and to market the resulting products.  There can be no assurance 
that any such events will occur or that the Issuer will ever become profitable.  Even if the 
Issuer does achieve profitability, it cannot predict the level of such profitability.  If the Issuer 
sustains losses over an extended period, it may be unable to continue its business. 
 
Additional capital and liquidity may be required, or the Issuer may be required to reduce 
the scope of its operations and pursue only those projects that can be funded through 
cash flows.  
 

Additional funds for the establishment of the Issuer's current and planned operations may 
be required.  No assurances can be given that the Issuer will be able to raise the additional 
funding that may be required for such activities, should such funding not be fully generated 
from operations.  Current financial conditions, revenue, taxes, capital expenditures and 
operating expenses are all factors that will impact the amount of additional capital that may 
be required.  To meet such funding requirements, the Issuer may be required to undertake 
additional equity financing, which would be dilutive to holders of common shares in the 
capital of the Issuer.  Debt financing, if available, may also involve restrictions on the 
financing and operating activities, and, in case of convertible debt, may be dilutive to holders 
of the Issuer's common shares upon conversion of such debt.  There is no assurance that 
additional financing will be available on terms acceptable to the Issuer, or at all.  If the Issuer 
is unable to obtain additional financing as needed, it may be required to reduce the scope of 
its operations and pursue only those projects that can be funded through cash flows 
generated from its existing operations, if any. 
 
The Issuer may require additional financing to execute its business plan and may be 
required to cease operating or modify its business plans if further financing is not 
available.  
 

The Issuer has yet to generate profits and as such, the Issuer will likely operate at a loss as it 
looks to market and further commercializes its product offerings.  The Issuer may require 
additional financing to execute its business plan.  The ability to secure required financing 
will depend in part upon investor perception of the Issuer's ability to create a successful 
business.  Capital market conditions and other factors beyond the Issuer's control, including 
the current COVID-19 pandemic, may also play important roles in the ability to raise capital.  
The Issuer can offer no assurance that it will be able to successfully obtain additional 
financing, or that future financing occurs on terms satisfactory to the Issuer's management 
and/or shareholders.  If funds are unavailable in the future, or unavailable in the amounts 
that the Issuer feels the business requires, or unavailable on acceptable terms, the Issuer 
may be required to cease operating or to modify its business plans in a manner that 
undermines its ability to achieve its business objectives. 
 
 
 



 

Impact of COVID-19 
 

The outbreak of the novel strain of coronavirus, specifically identified as “COVID-19” has 
resulted in governments worldwide enacting emergency measures to combat the spread of 
the virus. These measures, which include the implementation of travel bans, self-imposed 
quarantine periods and physical distancing, have caused material disruption to business 
globally resulting in an economic slowdown. Global equity markets have experienced 
significant volatility and weakness. The duration and impact of the COVID-19 outbreak is 
unknown at this time, as is the efficacy of the government and central bank interventions. 
Although it is not possible to reliably estimate the length and severity of these developments 
and their impact on the financial results and condition of the Issuer and its operating 
subsidiaries in future periods.   
 
The Issuer is carefully monitoring the evolving situation.  The spread of COVID-19 has 
resulted in significant disruption of global financial markets, reducing the Issuer’s ability to 
access capital, which could, in the future negatively affect the Issuer’s liquidity. In addition, 
a recession or market correction resulting from the spread of COVID-19 could materially 
affect the Issuer’s business and the value of the Issuer’s common shares. 
 
Financial statements are prepared on a going concern basis, and the Issuer cannot 
guarantee that it will be successful in obtaining financing in the future or in achieving 
business objectives.  
 

The Issuer's financial statements have been prepared on a going concern basis under which 
an entity is considered to be able to realize its assets and satisfy its liabilities in the ordinary 
course of business.  The Issuer's future operations are dependent upon the successful 
completion of the financing, and the creation of operations deemed successful according to 
the standards of its industry.  The Issuer cannot guarantee that it will be successful in 
obtaining financing in the future or in achieving business objectives set forth internally or 
externally.  The Issuer's financial statements may not contain the adjustments relating to 
carrying values and classification of assets and/or liabilities that would be necessary should 
it be unable to continue as a going concern.  
 
The Issuer holds licenses for IP rights where failure to obtain continued access to the 
rights could have a material adverse effect on the business.  
 

The Issuer holds certain licensing rights to existing patents such as the Mikaelian 
Polarization technology (as it pertains to polarized scorpion venom solution) and the 
method for making and administering same, but cannot guarantee continued access to the 
patent rights, as the Issuer does not hold the rights.  Failure to obtain continued access to the 
rights could limit the Issuer's ability to produce its products, which could have a material 
adverse effect on the Issuer's business. 
 
Availability and supply of raw materials may increase costs and reduce the financial 
viability of products available for sale. 
 

The Issuer will continue to outsource the manufacture of its products to third parties.  Such 
third parties, in turn, source raw materials in order to produce the Issuer's products.  The 
availability of raw materials, as well as variations in the price of raw materials may therefore 



 

increase the Issuer's operating costs.  The subsequent effect on the Issuer's operating profit 
margins depends on, among other things, the Issuer's ability to increase the prices of its 
finished products in the context of a competitive market.  Fluctuations in raw material prices 
may, therefore, increase or decrease the Issuer's operating profit margins.  Price increases 
may also result in downward pressure on sales volume.  Furthermore, the Issuer's third-
party manufacturer(s) will be competing with other producers and manufacturers to secure 
raw materials, and such producers or manufacturers may, because of a variety of factors, 
including but not limited to their relationships with suppliers, size, and competitive position 
within the industry, be able to secure raw materials before the Issuer's manufacturer(s) 
could secure such material, or may push the prices of raw materials higher because of such 
producers' or other manufacturers' demand for raw materials that the Issuer also requires.  
Potential delays in the Issuer's or any of its third-party manufacturers' ability to secure raw 
materials could undermine the Issuer's commitments to produce and deliver its products to 
distributors, which could undermine market share, revenue, and subsequently, profitability.  
 
The Issuer may not be able to complete an energy drink beverage formulation and the 
resulting sales.  
 

The Issuer is currently in the process of identifying a U.S. based beverage consulting business 
specializing in beverage formulation, packaging, and marketing.  The Issuer may be 
unsuccessful in negotiating an agreement with a particular group to formulate, package and 
market the planned energy drink beverages, and the Issuer may be unsuccessful in 
generating revenue from the energy drink beverages if they become available for sale.   
 
The Issuer may become involved in legal matters that may have materially adverse 
effects.  
 

From time to time in the ordinary course of the Issuer's business, the Issuer may become 
involved in various legal proceedings, including commercial, product liability, employment, 
class action and other litigation claims, as well as governmental and other regulatory 
investigations and proceedings.  Such matters can be time-consuming, divert management's 
attention and resources and cause the Issuer to incur significant expenses.  Furthermore, 
because litigation is inherently unpredictable and can be highly expensive, the results of any 
such actions may have a material adverse effect on the Issuer's business, operations, or 
financial condition.  
 
The outsourcing of certain operations and changes in third parties could adversely 
affect the Issuer's operations, profitability, and reputation in the market.  
 

The Issuer does and will continue to outsource certain operations, including the 
manufacture, storage, and packaging of its products, to third-parties.  Although bound by 
contractual obligations, the Issuer will have no direct control over the operations of the 
parties whom it outsources to.  Such third parties are subject to various operational, 
economic and legal risks affecting their operations, and changes in such third-party 
operations, profitability, and regulatory environments could adversely affect the quality of 
and/or the ability of such parties to deliver services or goods to the Issuer, which in turn 
could adversely affect the Issuer's operations, profitability, and reputation in the market.  
 



 

The Issuer will be affected by extensive laws, governmental regulations, administrative 
determinations, court decisions and similar constraints both domestically and abroad, 
and its failure to comply with these constraints could lead to the imposition of 
significant penalties or claims, which could harm the Issuer's financial condition and 
operating results. 
 

In both domestic and foreign markets, the formulation, manufacturing, packaging, labelling, 
distribution, advertising, importation, exportation, licensing, sale and storage of the Issuer's 
products are affected by extensive laws, governmental regulations, administrative 
determinations, court decisions and other similar constraints.  Such laws, regulations and 
other constraints may exist at the federal, provincial/state, or local levels in Canada, the 
United States and at all levels of government in foreign jurisdictions.  There can be no 
assurance that the Issuer or any of its distributors are in compliance with all of these 
regulations.  The failure of the Issuer or its distributors to comply with these regulations or 
new regulations could disrupt the sales of the Issuer's products or lead to the imposition of 
significant penalties or claims and could negatively impact the Issuer's business.  In addition, 
the adoption of new regulations or changes in the interpretations of existing regulations may 
result in significant compliance costs or discontinuation 
of product sales and may negatively impact the marketing of the Issuer's products, resulting 
in significant loss of sales revenues. 
 
Unanticipated business disruptions from outsourcing agents could negatively affect the 
Issuer's financial condition and performance. 
 

Major events, such as equipment failure, health pandemics and natural disasters could lead 
to unanticipated business disruption of any or all of the Issuer's manufacturers and 
suppliers.  The failure to find alternative manufacturers, suppliers or, to replace lost 
production capacity in a timely manner could negatively affect the Issuer's financial 
condition and performance.  
 
The Issuer is subject to consumers' overall ability and willingness to purchase health 
and wellness products, where any change in demand could negatively impact the 
Issuer's financial results.  
 

The Issuer's operations could be affected in certain economic contexts should 
unemployment levels, interest rates or inflation rates reach levels that influence consumer 
trends and, consequently, impact the Issuer's sales and profitability.  In addition, demand for 
the Issuer's products is subject to changes in consumer trends, and such changes may affect 
future earnings.  The impact of any changes will depend on the Issuer's ability to innovate 
and develop new products.  The Issuer's products might not appeal to all consumers and may 
have more appeal to more affluent and/or health-conscious consumers looking for 
alternatives to existing products competitive to the Issuer's product offering.  As a result, 
changes in consumer trends and taste preferences on their own and in conjunction with 
changing product offerings by other suppliers may affect demand for the products.  
 
The ongoing economic slowdown and downturn of global capital markets may impact 
the Issuer's ability to raise equity or obtain loans and other credit facilities in the future.  
 

The ongoing economic slowdown and downturn of global capital markets have generally 



 

made the raising of capital by equity or debt financing more difficult.  Access to financing has 
been negatively impacted by ongoing global economic risks.  As such, the Issuer is subject to 
liquidity risks in meeting its development and future operating cost requirements in 
instances where cash positions are unable to be maintained, or appropriate financing is 
unavailable.  These factors may impact the Issuer's ability to raise equity or obtain loans and 
other credit facilities in the future and on terms favourable to it.  If uncertain market 
conditions persist, the Issuer's ability to raise capital could be jeopardized, which could have 
an adverse impact on the Issuer's operations and the trading price of the Issuer's common 
shares on the CSE. 
 
Legislative, regulatory, normative, and other political considerations may impact the 
granting or continued performance of permits and licenses affecting the Issuer's 
financial results.  
 

The Issuer is subject to local, provincial, federal, and international laws, regulations, rules 
and policies as well as to social, economic and political contexts prevailing in places where 
the Issuer conducts its activities.  Consequently, the modification or change of any of these 
elements may have an unfavourable impact on the Issuer's results and operations and may 
require expenditures by the Issuer in order to adapt or comply with such modification or 
change.  More specifically, the production and distribution of health products are subject to 
federal, provincial and local laws, rules, regulations, and policies and to international trade 
agreements, all of which provide a framework for the Issuer's operations.  The impact of new 
laws and regulations, stricter enforcement or interpretations or changes to enacted laws and 
regulations will depend on the Issuer's ability to adapt to, comply with and mitigate such 
changes.  
 
Regulatory changes related to health and wellness products could affect the Issuer's 
financial results.  
 

The production and distribution of health-related products and the impact of these activities 
on the environment and animals or animal products that may be used in such products, 
whether in Canada, the U.S. or elsewhere, are subject to legislation and regulations.  If a law 
or regulation were amended, the resulting impact would depend on the Issuer's ability to 
adapt, comply, and assume the related costs.  Changes to the legal and regulatory 
environment could have an impact on the Issuer's operating costs and financial results.  Such 
regulatory amendments might include changes to food and drug laws, labelling laws, 
accounting standards, tax laws, competition laws and environmental laws, including laws 
with respect to water rights and water treatment regulations and laws affecting the 
treatment of animals.  Such changes can have an impact on the Issuer's financial results or 
increase its costs and liabilities.  Such changes would also affect all health products and 
would not disproportionately harm the Issuer relative to the health product industry.  
Despite this, given the Issuer's current product offering, laws regulating the use and 
extraction of scorpion venom will directly affect, and may disproportionately affect, the 
Issuer's business and operations, and any adverse law or the inability of the Issuer to adapt 
thereto may have a material adverse effect on the Issuer's business and operations.  
 
 



 

If the Issuer is unable to recruit and subsequently retain distributors, its revenue will 
not increase and may even decline.  
 

The Issuer intends to distribute and sell most of its products through independent 
distributors and will depend on them to generate a significant portion of its revenue.  The 
Issuer's distributors may terminate their services at any time, and, like most direct selling 
companies, the Issuer may experience high turnover among distributors from year to year.  
As a result, in order to maintain sales and increase sales in the future, the Issuer needs to 
recruit and retain those distributors and/or increase the productivity of its recruited and 
retained distributors.  The growth of the Issuer depends upon its ability to increase the 
number of active distributors and maintain its current distributors.  However, the number 
of the Issuer's active distributors may not increase and could decline in the future.  While the 
Issuer has taken many steps to help train, motivate and retain distributors, it cannot 
accurately predict how the number and productivity of distributors may fluctuate because 
the Issuer relies primarily upon its distributors to recruit, train and motivate the 
distributors' own staff.  The Issuer's operational results could be harmed if the Issuer fails to 
generate sufficient interest in its business to be able to distribute and sell its products.  
 
The number and productivity of the Issuer's distributors also depend on several additional 
factors, including: 
 

• Any adverse publicity regarding the Issuer, its products, its distribution channels, or its 
competitors. 

• Lack of interest in, or the failure of, existing or new products. 
• Public's perception of the Issuer's products and their ingredients. 
• Public's perception of the Issuer's distributors and direct selling businesses in general. 
• General economic and business conditions. 
 

In addition, the Issuer may face saturation or maturity levels in a given country or market.  
The maturity level of the markets could also affect the Issuer's ability to attract and retain 
distributors in those markets.  
 
Although the Issuer's distributors will be independent contractors, improper distributor 
actions that violate laws or regulations could harm its business. 
 

Distributor activities that violate governmental laws or regulations could result in 
governmental actions against the Issuer in markets where it operates.  The Issuer's 
distributors will not be employees and will act independently.  The Issuer will implement 
policies and procedures to attempt to ensure its distributors comply with legal 
requirements.  
 
Failure of new products to gain distributor and market acceptance could harm the 
Issuer's business.  
 

A critical component of the Issuer's business is its ability to develop new products that create 
enthusiasm among its distributor force.  If the Issuer fails to introduce new products planned 
for introduction, its distributor productivity could be harmed.  In addition, if any new 
products fail to gain market acceptance, are restricted by regulatory requirements, or have 
quality problems, this would harm the Issuer's operational results.  Factors that could affect 



 

the Issuer's ability to continue to introduce new products include, among others, 
government regulations, the loss of key research and development staff or consultants, the 
termination of third-party research and collaborative arrangements, proprietary 
protections of competitors that may limit the Issuer's ability to offer comparable products 
and any failure to anticipate changes in consumer tastes and buying preferences. 
 
The loss of key high-level distributors could negatively impact the Issuer's distributor 
growth and its revenue.  
 

The loss of a high-level distributor or a group of leading distributors in the distributor's 
network of downline distributors, whether by their own choice or through disciplinary 
actions by the Issuer for violations of its policies and procedures could negatively impact the 
Issuer's distributor growth and its revenues. 
 
The Issuer may become subject to uninsured or uninsurable risks that could have a 
material adverse effect on its financial position.  
 

The Issuer may become subject to risks against which it cannot insure or against which it 
may elect not to insure.  Settling related liabilities would reduce funds available for core 
business activities, and settlement of uninsured liabilities could have a material adverse 
effect on the Issuer's financial position.  
 
The Issuer does not have any business liability, disruption or litigation insurance, and 
any business disruption or litigation experienced might result in it incurring substantial 
costs and the diversion of resources.  
 

While business disruption insurance is available, the Issuer has determined that the risks of 
disruption, the cost of such insurance and the difficulties associated with acquiring such 
insurance on commercially reasonable terms make it impractical for the Issuer to have such 
insurance.  As a result, the Issuer will not have any business liability, disruption, or litigation 
insurance coverage for its development operations.  Any business disruption or litigation 
may result in the Issuer incurring substantial costs and the diversion of resources.  
 
Product liability may exceed the Issuer's insurance, if any, at the relevant time and may 
cause the Issuer to cease operations, divert funds, or seek additional financing.  
 

The Issuer's operations are subject to certain dangers and risks of liability faced by all health 
product producers and distributors, such as the potential contamination of ingredients or 
products by bacteria or other external agents that may be introduced into products or 
packaging.  The occurrence of such a problem could result in a costly product recall and 
serious damage to the Issuer's reputation for product quality and could result in claims 
against the Issuer, all of which may or may not be sufficiently covered by the Issuer's 
insurance, if any, at the relevant time.  
 
The Issuer currently indemnifies its directors in accordance with, and to the greatest extent 
possible under the BCBCA.  The Issuer's articles contain provisions with respect to the 
indemnification of its directors to the greatest extent possible under the BCBCA.  
Additionally, the Issuer has director and officer insurance to limit the personal liability of 



 

directors and officers within limits defined by the British Columbia Securities Commission, 
the laws of Canada and the Province of British Columbia. 
 
Pre-clinical evaluations and clinical trials are very expensive, time-consuming, and 
difficult to design and implement, and the Issuer has not yet commenced any pre-clinical 
evaluations or clinical trials.  
 

Currently, the Issuer has not commenced any pre-clinical evaluations or clinical trials and 
depending on future developments; it may not commence any such evaluations or trials.  Any 
pre-clinical evaluations or clinical trials that the Issuer contemplates to undertake will be 
highly risky and could require the use of substantial resources.  Pre-clinical evaluations and 
clinical trials are very expensive and difficult to design and implement, in part because they 
are subject to rigorous regulatory requirements.  The pre-clinical evaluation and clinical trial 
process are also time-consuming.  Furthermore, failure can occur at any stage of any 
evaluation or trial, and problems could be encountered that can cause the evaluations or 
trials to be abandoned or repeated.  The commencement and completion of any evaluation 
or trial may be delayed by several factors, including: 
 

• Failure to obtain regulatory approval to commence a trial.  
• Unforeseen safety issues. 
• Determination of dosing issues.  
• Lack of effectiveness during pre-clinical evaluations or clinical trials.  
• Inability to reach agreement on acceptable terms with prospective clinical research 

organizations and clinical trial sites. 
• Slower than expected rates of subject recruitment. 
• Failure to manufacture sufficient quantities of a product candidate for use in pre-

Clinical evaluations or clinical trials. 
• Inability to monitor subjects adequately.  
• Inability or unwillingness of medical investigators to follow clinical protocols.  
• Impact of pandemics such as the current COVID-19 on hospital resources and on the 

ability to conduct trials due to restrictions imposed such as physical distancing. 
 
Furthermore, the Issuer, Health Canada, or the US-FDA may suspend any of the Issuer's 
future clinical trials at any time if it appears that the Issuer or its collaborators are failing to 
conduct a trial in accordance with regulatory requirements, that the Issuer is exposing 
participants to unacceptable health risks, or if Health Canada or the US-FDA find deficiencies 
in the Issuer's submissions or the conduct of the clinical trials.  Therefore, the Issuer cannot 
predict with any certainty the schedule for commencement and completion of future clinical 
trials.   
 
If the Issuer experiences delays in the commencement or completion of any future pre-
clinical evaluation or clinical trials, or if it terminates the said pre-clinical evaluations or 
clinical trials prior to completion, the commercial prospects of the Issuer's product 
candidates could be harmed, and its ability to generate revenues from them may be delayed.  
In addition, any delays in future pre-clinical evaluation or clinical trials could increase the 
Issuer's costs, slow down any approval process and jeopardize the Issuer's ability to 
commence product sales and generate revenue.  Any of these occurrences may harm the 
Issuer's business, financial condition, and results of operations.  



 

Investment in current research and development efforts may not provide a sufficient, 
timely return.  
 

The development of new products and strategies is a costly, complex, and time-consuming 
process, and the investment in technology product development and marketing often 
involves a prolonged time until a return is achieved on such an investment.  The Issuer has 
made and will continue to make significant investments in technology development and 
related product opportunities.  Investments in new products are inherently speculative and 
risky.  Commercial success depends on many factors, including the degree of innovation of 
the products developed, sufficient support from the Issuer's strategic partners, and effective 
distribution and marketing. Accelerated product introductions and short product life cycles 
require high levels of expenditures for new development.  These expenditures may adversely 
affect the Issuer's operating results if they are not sufficiently offset by revenue increases.  
The Issuer will continue to dedicate a significant amount of resources to its development 
efforts in order to maintain a competitive position in the market.  However, significant 
revenue from such new product and service investments may not be achieved for a 
prolonged period of time, if at all.  Moreover, new products and services may not be 
profitable, and even if they are profitable, operating margins for new products and services 
may not be as lucrative as the margins the Issuer has previously experienced for its legacy 
products and services.  
 
There can be no assurance that the Issuer will be successful in developing and marketing 
new products or product enhancements or service offerings on a timely basis.  
 

The markets for nutrient and health-related products are characterized by evolving 
regulatory and industry standards, changes in consumer tastes, needs, habits, and frequent 
new product introductions and enhancements within the industry.  The introduction of 
products embodying new technologies or substances and the emergence of new industry 
standards and service offerings could render the Issuer's existing products and products 
currently under development obsolete or undermine the Issuer's ability to successfully 
compete with such other products.  The Issuer's success will largely depend upon its ability 
to evolve its products and services to sufficiently keep pace with technological and 
regulatory developments and respond to the needs of its existing and prospective customers.  
Failure to anticipate or respond adequately to technological developments or future 
customer or regulatory requirements, or any significant delays in product development or 
introduction, could damage the Issuer 's competitive position in the market place and affect 
current and/or future commercialization plans.  There can be no assurance that the Issuer 
will be successful in developing and marketing new products or product enhancements or 
service offerings on a timely basis.  
 
Current and future competitors could have a significant impact on the Issuer's ability to 
generate future revenue and profits.   
 

The planned business to be carried out by the Issuer will be highly competitive and involve 
a high degree of risk.  The Issuer is not the only supplier of nutrient and health-related 
products in North America or other markets in which the Issuer intends to enter in the 
future.  In its efforts to achieve its objectives, the Issuer will compete with other companies 
that may have greater resources, many of which will not only develop technology but will 



 

also manufacture and sell similar products on a worldwide basis.  The markets for its 
products are intensely competitive and are subject to rapid consumer and technological 
changes and other pressures created by changes within the Issuer's industry.  The Issuer 
expects competition to increase and intensify in the future as additional companies enter the 
Issuer's market, including competitors who may offer similar products.  As a result, the 
Issuer may not be able to compete effectively with current competitors and potential 
entrants into its marketplace.   
 

The Issuer could experience diminished market share if its current or prospective 
competitors introduce new competitive products, add or enhance existing products, acquire 
competitive products, reduce prices, or form strategic alliances with other companies.  If 
competitors were to engage in aggressive pricing policies with respect to their products, or 
if the dynamics in the Issuer's marketplace resulted in increased bargaining power for the 
consumers of its products, the Issuer might need to lower the prices it charges for the 
products it plans to offer.  This could result in lower revenues or reduced margins, either of 
which may materially and adversely affect the Issuer's business and operating results.  
Additionally, many current and potential competitors have: 
 

• Greater financial, technical, and human resources. 
• Extensive experience in pre-clinical testing, conducting clinical trials, obtaining 

regulatory approvals, and in manufacturing, marketing, and selling products. 
• Products that have been approved or are in the late stages of development. 
• Collaborative arrangements in the Issuer's target markets with leading companies. 
 
The Issuer's competitors may develop or commercialize products with significant 
advantages over any products the Issuer can develop based on any of the factors listed above 
or on other factors.  The Issuer's competitors may, therefore, be more successful in 
commercializing their products than it is, which could adversely affect the Issuer's 
competitive position and business.  Competitive products may make any products the Issuer 
develops obsolete or uncompetitive before it can recover the expenses of developing and 
commercializing its product candidates.  Such competitors could also recruit the Issuer's 
employees, which could negatively impact the Issuer's level of expertise and the ability to 
execute its business plan.   
 
Management may have conflicts of interest in allocating management time, services, 
and functions, and it is possible that these conflicts of interest could have a material 
adverse effect on the Issuer. 
 

The Issuer's executive officers and directors will devote only that portion of their time, 
which, in their judgment and experience, is reasonably required for the management, and 
operation of the Issuer's business.  Furthermore, management may have conflicts of interest 
in allocating management time, services, and functions among the Issuer's and any present 
or future ventures, which are or may be organized by its officers or directors and/or their 
affiliates.  Management is not required to direct the Issuer as their sole and exclusive 
function, and they may have other business interests and engage in other activities in 
addition to those relating to the Issuer.  This includes rendering advice or services of any 
kind to other investors and creating or managing other businesses.  
 



 

The Issuer relies on its employees and members of management, and any loss of such 
personnel could result in a material adverse effect.  
 

The Issuer will depend on key personnel, and changes to, or the departure of, key employees, 
consultants, or members of management could adversely affect the Issuer's operations.  The 
Issuer will depend on support from existing directors and officers, and its ability to attract, 
and retain, new directors, officers, and other personnel with appropriate skill sets.  The 
inability to retain key team members or find new professionals to serve in important roles 
could have a material adverse effect on the Issuer's business. There can be no assurance that 
the Issuer will be able to attract or retain the quality of personnel required in the future.  The 
success of the Issuer is dependent upon the ability, expertise, judgment, discretion, and good 
faith of its senior management.  While employment and consulting agreements are 
customarily used as a primary method of retaining the services of key employees, 
consultants, and other personnel, these agreements cannot assure the continued services of 
such employees, consultants, or personnel.  Any loss of the services of such individuals could 
have a material adverse effect on the Issuer's business, operating results, or financial 
condition.   
 
The price of health-related products in Canada, the United States and International 
Markets, and any currency risk exposure, and could impact the Issuer's financial results.   
 

The prices of health-related products in Canada and the United States, as well as in 
international markets, are based on market supply and demand forces and consumer 
perception.  The prices are tied to numerous factors, such as the health of the economy and 
supply and demand levels and consumer tastes in the health industry.  Price fluctuations may 
affect the Issuer's operating profit margin.  The effect of such fluctuations on the Issuer's 
financial results will depend on its ability to implement mechanisms to reduce them. 
The Issuer may also have financial risk exposure to varying degrees relating to the currency 
of each of the countries where it sells its products.  The level of the financial risk exposure 
related to any currency and exchange rate fluctuations will depend on the Issuer's ability to 
hedge such risk or through the use of another protection mechanism. 
 
The management of the Issuer will play a crucial role in developing protective mechanisms 
for both the pricing and currency exposure risks, demonstrating the importance of retaining 
key management personnel.  
 
The Internet and related computer infrastructure are important components of the 
Issuer's business plan, and any disruption related thereto could cause a material 
adverse effect. 
 

The Issuer will rely on the Internet and computer technology to market and sell its products 
and services through its website (www.PreveCeutical.com), in addition to any sales efforts 
that do not use the Internet.  Similarly, the Issuer's suppliers and distributors may also rely 
on the Internet and computer technology for their business operations.  The Issuer's reliance 
on the Internet and computer technology implies that there can be no assurances that a 
system failure would not adversely affect the Issuer's performance.  The Issuer presently has 
limited redundancy systems, relies on third-party back up facilities and only has a limited 
disaster recovery plan.  Despite the implementation of network security measures, the 
Issuer's servers may be vulnerable to computer viruses, physical or electronic break-ins and 



 

similar disruptive problems which could lead to interruptions, delays or stoppages in service 
to users of the Issuer's website which could have a material adverse effect on the Issuer's 
business, operations and financial condition.  
 
The Issuer will rely on certain web-based security and privacy measures, and failure or 
inadequacy of any measures may result in loss of revenue and/or increases in costs for 
the Issuer.   
 

If the security measures the Issuer plans to use to protect the personal information of its 
website users, such as credit card numbers, are ineffective it could result in a reduction in 
revenues from decreased customer confidence, an increase in operating expenses, as well as 
possible liability and compliance costs.  Any breach in the Issuer's website security, whether 
intentional or unintentional, could cause users of its website to lose their confidence in the 
website, and as a result, stop using the website.  This would result in reduced revenue and 
increased operating expenses, which would impair the Issuer's ability to achieve 
profitability.  Additionally, breaches of the Issuer's users' personal information could expose 
the Issuer to possible liability, as any involved user, or users, may choose to sue the Issuer.  
Breaches resulting in the disclosure of users' personal information may also result in 
regulatory fines for non-compliance with online privacy rules and regulations.  The Issuer 
plans to rely on encryption and authentication technology licensed from third parties whose 
area of expertise is to provide secure transmission of confidential information.  The Issuer 
third-party payment processing for purchases through its website and the Issuer will have 
no control over such third-party business and operations.  
 
As a result of advances in computer capabilities, new discoveries in the field of cryptography 
and other developments, there is at least a chance that a compromise or breach of the 
Issuer's security precautions may occur.  Any compromise in the proposed security for the 
Issuer's computer systems could severely harm its business because a party who is able to 
circumvent the proposed security measures could misappropriate proprietary information, 
including customer credit card information, or cause interruptions in the operation of the 
website.  The Issuer may be required to spend significant funds and other resources to 
protect against the threat of cybersecurity breaches or to alleviate problems caused by such 
breaches.  However, protection may not be available at a reasonable price, or at all.  Concerns 
regarding the security of e-commerce and the privacy of users may also inhibit the growth 
of the Internet as a means of conducting commercial transactions in general.  The Issuer's 
website users may have these concerns as well, and this may result in a reduction in revenue 
and an increase in the Issuer's operating expenses, which could prevent the Issuer from 
achieving profitability.  
 
Website functionality failure could cause the Issuer to experience reduced revenue 
and/or increased costs.   
 

If the software on the Issuer's website contains undetected errors, the Issuer could lose the 
confidence of users, resulting in loss of customers and a reduction of revenue.  The Issuer's 
online systems, including, but not limited, to its websites, software applications and online 
sales for products, could contain undetected errors or "bugs" that could adversely affect their 
performance.  The Issuer plans to regularly update and enhance all sales, websites and other 



 

online systems.  The occurrence of errors in any of these may cause the Issuer to lose market 
share and damage its reputation and brand name. 
 
Evolving regulation of the Internet may affect the Issuer adversely.  
 

As e-commerce continues to evolve, increasing regulation by federal, provincial, state or 
foreign agencies becomes more likely.  For example, increased regulation is likely to occur in 
the area of data privacy, and laws and regulations applying to the solicitation, collection, 
processing or use of personal or consumer information could affect the Issuer's ability to use 
and share data for marketing and sales purposes, as well as restricting the ability to store, 
process and share data with the Issuer's customers and suppliers.  In addition, taxation of 
services provided over the Internet or other charges imposed by government agencies or by 
private organizations for accessing the Internet may also be imposed in addition to any 
current taxes or charges for the sale of the Issuer's products.  Any regulation imposing 
greater fees for Internet use or restricting information exchange over the Internet could 
result in a decline in the use of the Internet and the viability of Internet-based services, which 
could harm the Issuer's business.  
 
Costs of maintaining a public listing are significant and may divert financial and 
operational resources that could otherwise create value for the Issuer and investors.  
 

As the Issuer's common shares are listed on the CSE, greater legal, accounting and other 
expenses related to regulatory compliance are incurred than the Issuer would incur as a not-
listed private entity.  The Issuer may also elect to devote greater resources than it otherwise 
would have on communication and other activities typically considered important by 
publicly traded companies.  
 
If the Issuer's stock price fluctuates, investors could incur substantial losses. 
 

The stock market, in general, has recently experienced extreme price and volume 
fluctuations.  The market prices of securities of pharmaceutical and biotechnology 
companies have been extremely volatile and have experienced fluctuations that often have 
been unrelated or disproportionate to the operating performance of these companies.  These 
broad market fluctuations could result in extreme fluctuations in the price of the Issuer's 
common shares, which could cause the Issuer's investors to incur substantial losses.  The 
market price of the Issuer's common shares at any given point in time may not accurately 
reflect the Issuer's long-term value.   
 
The market price of the Issuer's commons shares may be affected by many other variables, 
which are not directly related to the Issuer's performance and are, therefore, not within its 
control.  These include other developments that affect the breadth of the public market for 
the Issuer's common shares and the attractiveness of alternative investments.  The effect of 
these and other factors on the market price of the Issuer could make the share price volatile 
in the future, which may result in losses to investors.  
 
 
 
 



 

Investors should consider the share price volatility and speculative nature of share 
ownership, and any share purchase should be considered a speculative investment.  
 

Factors both internal and external to the Issuer may significantly influence the price at which 
the Issuer's common shares trade.  Quarterly operating results and material developments 
reported by the Issuer can, and likely will, influence the price of the Issuer's common shares.  
Sentiment toward stocks in the industry, as well as toward the stock market in general, is 
among the many external factors that may have a significant impact on the price of the 
Issuer's common shares.  The Issuer will be a young company that has not generated revenue 
and has not yet generated any profit and does not possess significant cash reserves.  As such, 
it should be considered a speculative investment.  There is no guarantee that a liquid market 
will be maintained for the Issuer's common shares on the CSE.  
 
The Issuer does not intend to pay dividends for the foreseeable future, and investors may 
lose all of their investment. 
 

The Issuer has not paid any cash dividends, and the Issuer does not currently intend to pay 
any dividends.  To the extent that the Issuer requires additional funding currently not 
provided for in its financing plan, the Issuer's funding sources may prohibit the payment of 
dividends.  Since the Issuer does not intend to declare dividends, any gain on an investment 
in the Issuer will need to come through an increase in the price of the Issuer's common 
shares. This may never happen, and investors may lose all of their investment in the Issuer.  
 
The future sale of equity securities in the Issuer will dilute investors' voting power and 
reduce future earnings per share through dilution. 
 

Future sales or issuances of equity securities could decrease the value of the Issuer's 
common shares, dilute shareholders' voting power and reduce future potential earnings per 
share.  The Issuer cannot predict the size of future sales and issuances of equity securities, 
convertible securities to equity securities, or the effect, if any, that future sales and issuances 
of equity securities or convertible securities will have on the market price of the Issuer's 
common shares. Sales or issuances of a substantial number of equity securities or 
convertible securities, or the perception that such sales could occur, may adversely affect 
prevailing market prices for the Issuer's common shares.  With any additional sale or 
issuance of equity securities, investors will suffer dilution of their voting power and may 
experience dilution in their earnings per common share, and further suffer such dilution 
upon the conversion of convertible securities into equity. 
 
17.2 Risk that Securityholders May Become Liable 
 

There is no risk that securityholders of the Issuer may become liable to make additional 
contributions beyond the price of the security. 
 
17.3 Other Risk Factors 
 

Other than the risk factors set out above, the Issuer is not aware of any other material risk 
factors that a reasonable investor would consider relevant to an investment in the Issuer's 
common shares. 
 



 

18.  PROMOTERS 
 
18.1 Promoters 
 

Stephen Van Deventer is regarded as promoter of the Issuer.  The Issuer conducts investor 
relations internally.  Other than as disclosed below, no agreement or understanding has been 
reached or is contemplated by the Issuer for any person to provide any promotional or 
investor relations services to the Issuer. 
 
Within the two years preceding the date of this Listing Statement, the Issuer has agreements 
with the following companies for promotional or investor relations services: 
 

• Consulting services agreement with Transcend Capital Inc. dated May 17, 2018. 
• Agreement with Stockhouse Publishing Ltd. dated May 22, 2018. 
• Media services contract with Monster Media, LLC. dated May 30, 2018. 
• Consulting agreement with Stadnyk & Partners Inc. dated June 1, 2018. 
• Master service agreement with World Wide Holdings LLC, DBA Invictus Resources 

dated October 1, 2018. 
• Agreement with Streetwise Investors Club Inc. dated May 15, 2019. 
 
The promoter's shareholdings in the Issuer are as follows: 
 

Name of Shareholder 
Number of Common Shares 

Beneficially Owned or Controlled 
Outstanding Issuer Shares as at 

May 7, 2020(1) 

Stephen Van Deventer    86,660,500(2) 21.86%  (16.42%)(3) 
 

Notes: 
(1) Rounded to two decimal places with 396,448,905 common shares issued and outstanding.  On a fully 

diluted basis, it includes 166,635,350 outstanding warrants and 13,782,840 outstanding options.  
(2) Including 40,800,000 common shares registered in Mr. Van Deventer's name and 45,860,500 common 

shares registered in the name of Cornerstone Global Partners Inc., which is controlled by Mr. Van 
Deventer. 

(3) Mr. Van Deventer beneficially owns or controls 86,660,500 common shares, 5,000,000 warrants, and 
1,250,000 options. 

 
18.2 Orders, Bankruptcies and Sanctions 
 

(1) No promoter referred to in Section 18.1 is, as at the date of this Listing Statement, or 
was within ten years before the date hereof, a director, chief executive officer or chief 
financial officer of any person or company that: 

 

(a) was subject to an order that was issued while the promoter was acting in the 
capacity as a director, chief executive officer or chief financial officer; or 

(b) was subject to an order that was issued after the promoter ceased to be a director, 
chief executive officer or chief financial officer and which resulted from an event 
that occurred while the promoter was acting in the capacity as a director, chief 
executive officer or chief financial officer.  

(2) For the purposes of section 18.2(1), "order" means: 
 

(a) A cease trade order; 



 

(b) An order similar to a cease trade order; or 
(c) An order that denied the relevant person or company access to any exemption 

under securities legislation that was in effect for a period of more than 30 
consecutive days. 

 

(3) Except as disclosed herein, no promoter referred to in Section 18.1: 
 

(a) is, as at the date hereof, or has been within the ten years before the date hereof, a 
director or executive officer of any person or company that, while the promoter 
was acting in that capacity, or within a year of that person ceasing to act in that 
capacity, became bankrupt, made a proposal under any legislation relating to 
bankruptcy or insolvency or was subject to or instituted any proceedings, 
arrangements or compromise with creditors or had a receiver, receiver manager 
or trustee appointed to hold its assets; or 

(b) has, within the ten years before the date hereof, become bankrupt, made a 
proposal under any legislation relating to bankruptcy or insolvency, or become 
subject to or instituted any proceedings, arrangement or compromise with 
creditors, or had a receiver, receiver manager or trustee appointed to hold the 
assets of the promoter. 

 

(4) No promoter referred to in Section 18.1 has been subject to: 
 

(a) Any penalties or sanctions imposed by a court relating to provincial and territorial 
securities legislation or by a provincial and territorial securities regulatory 
authority or has entered into a settlement agreement with a provincial and 
territorial securities regulatory authority; or 

(b) Any other penalties or sanctions imposed by a court or regulatory body that would 
be likely to be considered important to a reasonable investor in making an 
investment decision. 

 
19.  LEGAL PROCEEDINGS 

 
19.1 Legal Proceedings 
 
The Issuer is a plaintiff in a breach of contract action in the Supreme Court of British 
Columbia against Hill Road Capital Inc. and Brian Harris.  The Action was filed on December 
12, 2017, by Cornerstone Global Partners Inc., and was amended to add the Issuer as a co-
plaintiff on February 1, 2018.  
 
The Issuer is one of 51 respondents to a Temporary Order and Notice of Hearing 
(the "Temporary Order") issued by the Executive Director of the BCSC under Section 161(1) 
of the Securities Act (British Columbia) on November 26, 2018 (See the Issuer's Form 7 – 
Monthly Progress Report for November 2018).  On December 7, 2018, the Temporary Order 
was extended by the BCSC.  On January 16, 2019, the BCSC panel did not extend the 
previously issued temporary orders to the Issuer. The Issuer is fully cooperating with the 
BCSC on this matter and continues to provide the BCSC with the disclosure requested by it 
in connection with the same. 
 



 

Further, on December 17, 2018, the Issuer filed a Notice of Civil Claim with the British 
Columbia Supreme Court, in which 14 of the respondents to the Temporary Order were 
named as defendants thereto (see news release of the Issuer dated January 7, 2019).  The 
nature of the Notice of Civil Claim relates to certain matters set out in the Temporary Order, 
and the Issuer makes claims against the defendants for fraudulent misrepresentation, breach 
of contract, conspiracy, unjust enrichment and breach of duty of honest performance in 
connection with services that the defendants failed to provide to PreveCeutical, and various 
consulting agreements (the "Consulting Agreements") and subscription agreements (the 
"Subscription Agreements") entered into between PreveCeutical and certain defendants in 
connection therewith. 
 
The relief sought by the Issuer in the Notice of Civil Claim includes the following:  
(i) rescission of the Consulting Agreements and the Subscription Agreements; (ii) all 
necessary actions to effect such recession, including an order that the defendants return the 
securities issued to the defendants by the Issuer under the Subscription Agreements and 
refund the consulting fees paid by the Issuer to the defendants under the Consulting 
Agreements; (iii) damages; (iv) costs; and (v) pre and post judgement interest.  
 
As of April 18, 2019, the Issuer has obtained a default judgement against three such 
defendants.  The Issuer is continuing to pursue its claims against the other defendants to the 
Action.  
 
On July 11, 2019, the Company was named as a defendant in a lawsuit commenced in the 
Supreme Court of British Columbia (Tietz and Loewen v. Bridgemark Financial Corp. et al.) 
(the “Class Action Claim”). The Class Action Claim was brought under the British Columbia 
Class Proceedings Act and alleges certain misrepresentations in connection with various 
private placements conducted by the Company. The plaintiffs are seeking damages for claims 
arising from alleged misrepresentations regarding the Company’s disclosure of its June 2018 
private placement. The Company intends to vigorously defend the Class Action Claim and 
has already taken legal action against certain defendants named in the Class Action Claim. 
The timeline and potential outcome of the Class Action Claim remain uncertain, and 
management considers any claim against the Company to be without merit. 
 
19.2 Regulatory Actions 
 

The Issuer is subject to the Temporary Order set out above in Section 19.1 "Legal 
Proceedings". 
 

20.  INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 
 
Other than as disclosed in the Issuer's audited financial statements attached as Schedule "D" 
to this Listing Statement, no director or executive officer of the Issuer or any person or 
company that is the direct or indirect beneficial owners of, or who exercises control or 
direction over more than 10% of any class of the Issuer's outstanding voting securities or an 
associate or affiliate of any person or companies referred to in this paragraph, has any 
material interest, direct or indirect in any transaction within the three years before the date 
of this Listing Statement, or in any proposed transaction, that has materially affected or will 
materially affect the Issuer or a subsidiary of the Issuer.  



 

21.  AUDITORS, TRANSFER AGENTS AND REGISTRARS 
  
21.1 Auditor 
 

The Issuer's auditor is Smythe LLP, Chartered Professional Accountants, located at 
Suite 1700 - 475 Howe Street, Vancouver, British Columbia, V6C 2B3. 
 
21.2 Transfer Agent and Registrar 
 

The Issuer's transfer agent and registrar is TSX Trust Company, of Suite 2700 - 650 West 
Georgia Street, Vancouver, British Columbia, V6B 4N9. 
 

22.  MATERIAL CONTRACTS 
 
Except for contracts made in the ordinary course of business and those contracts noted 
under Section 18.1 "Promoters", the following are the only material contracts of the Issuer 
within the two years before the date of this Listing Statement that are currently in effect: 
 

1. $2,000,000 convertible credit facility between the issuer, Stephen Van Deventer and 
Kimberly Van Deventer dated December 9, 2016, as amended effective April 20, 2018, 
whereby the amount of any outstanding principal and accrued interest thereon under 
the credit facility is convertible, after July 31, 2020, into fully paid non-assessable 
common shares in the capital of the Issuer at a price of $0.06 per share. 
 
On May 20, 2020, $2 million of this debt ($1,728,811 principal and $271,189 interest) 
was assigned to two assignees.  The debt was converted by the assignees at a price of 
$0.023 per common share for a total of 86,965,522 Shares. 
 
Any outstanding funds under the convertible credit facility bear simple interest at a rate 
of 5% per annum.  Kimberly and Stephen Van Deventer have signed a waiver which 
provides that there will be no demand by them on the funds outstanding under the 
convertible credit facility until July 31, 2021. 

 
2. $1,000,000 convertible credit facility between the Issuer and Kimberly Van Deventer 

dated May 9, 2017, as amended April 20, 2018, whereby the amount of any outstanding 
principal and accrued interest thereon under the credit facility is convertible into units 
at a price of $0.06 per unit, each unit consisting of one common share in the capital of 
the Issuer and one common share purchase warrant entitling the holder to purchase 
one share at the price of $0.10 per share for a period of 24 months after the issuance of 
the units, subject to acceleration. 

 
Any outstanding funds under the convertible credit facility bear simple interest at a rate 
of 5% per annum.  Kimberly and Stephen Van Deventer have signed a waiver which 
provides that there will be no demand by them on the funds outstanding under the 
convertible loan facility until July 31, 2021. 

 
3. $500,000 convertible credit facility between the Issuer, Stephen Van Deventer and 

Kimberly Van Deventer dated January 26, 2018. The promissory note bears simple 
interest of 5% per annum and is due upon demand.  The principal amount and any 



 

accrued interest are convertible into common shares in the capital of the Issuer at a 
price of $0.06 per share, at the option of the Lenders. 

 
4. $700,000 convertible credit facility between the Issuer and Kimberly Van Deventer 

dated March 28, 2018, whereby the amount of any outstanding principal and accrued 
interest thereon under the credit facility is convertible into units at a price of $0.06 per 
unit, each unit consisting of one common share in the capital of the Issuer and one 
common share purchase warrant entitling the holder to purchase one common share in 
the capital of the Issuer at the price of $0.10 per share for a period of 24 months after 
the issuance of the units, subject to acceleration. 

 
5. 2018 licensing agreement between the Issuer and Asterion granting the Issuer a 

worldwide license to use, manufacture, distribute and sell three Sleep Aid Products. 
Stephen Van Deventer is the CEO & Director of Asterion, Kimberly Van Deventer is a 
Director and the Corporate Secretary of the same. 

 
6. 2018 development and joint venture agreement with Asterion to form a joint venture 

whereby the Issuer will assist Asterion in the development of a range of medicinal 
cannabis-based products through various R&D programs.  Stephen Van Deventer is the 
CEO & Director of Asterion, Kimberly Van Deventer is a Director and the Corporate 
Secretary of the same.  

 
7. $300,000 promissory note between the Issuer and Stephen Van Deventer bearing a 

simple interest rate of 5% per annum, compounded semi-annually and repayable on 
November 29, 2019. 

 
8. 2019 option to purchase agreement (the "Option Agreement"), with Asterion, whereby 

the Company has granted to Asterion the right and option (the "Option") to purchase 
up to 51% of the Company's right, title and interest in and to certain intellectual 
property rights relating to the Company's sol-gel nasal delivery system for the nose-to-
brain delivery of therapeutic formulations, including cannabis and cannabinoids. 

 
23.  INTEREST OF EXPERTS 

 
Except as disclosed below, no person or company named in this Listing Statement as having 
prepared or certified a part of this Listing Statement, and no responsible solicitor or any 
partner of a responsible solicitor's firm, holds any beneficial interest, direct or indirect, in 
any securities or property of the Issuer or of an associate or affiliate of the Issuer. 
 
Jonathan Lotz, of Lotz & Company (solicitors to the Issuer), is the registered and beneficial 
owner of 9,577,066 common shares in the capital of the Issuer and 7,500,000 common share 
purchase warrants each exercisable for one common share in the capital of the Issuer at a 
price of $0.10 per share.  These warrants expire on July 12, 2022. 
 
 
 
 



 

24.  OTHER MATERIAL FACTS 
 
There are no other material facts that are not elsewhere disclosed herein, and which are 
necessary in order for this document to contain full, true and plain disclosure of all material 
facts relating to the Issuer. 
 

25.  FINANCIAL STATEMENTS 
 
The Issuer's audited Consolidated Financial Statements for the years ended December 31, 
2019 and 2018 are attached hereto as Schedule "E" and are available on the Issuer's SEDAR 
profile at www.sedar.com. 
 
The Issuer's audited Consolidated Financial Statements for the years ended December 31, 
2018 and 2017 are attached hereto as Schedule "F" and are available on the Issuer's SEDAR 
profile at www.sedar.com. 
 
The Issuer's audited Consolidated Financial Statements for the years ended December 31, 
2017 and 2016 are attached hereto as Schedule "G" and are available on the Issuer's SEDAR 
profile at www.sedar.com. 
 
The Issuer's Condensed Consolidated Interim Financial Statements for the three months 
ended March 31, 2020 and 2019, is attached hereto as Schedule "H" and is available on the 
Issuer's SEDAR profile at www.sedar.com. 
  
 

http://www.sedar.com/
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CERTIFICATE	OF	THE	ISSUER	

The	foregoing	contains	full,	true	and	plain	disclosure	of	all	material	information	relating	to	
the	 Issuer.	 	 It	 contains	no	untrue	 statement	of	material	 fact	 and	does	not	omit	 to	 state	a	
material	fact	that	is	required	to	be	stated	or	that	is	necessary	to	prevent	a	statement	that	is	
made	from	being	false	or	misleading	in	light	of	the	circumstances	in	which	it	was	made.	

Dated	at	Vancouver	this	1st	day	of	June,	2020.	

STEPHEN	VAN	DEVENTER	 SHABIRA	RAJAN	
Chief	Executive	Officer	and	
Chairman	

Chief	 Financial	 Officer,	 Controller	
and	Corporate	Secretary	

ON	BEHALF	OF	THE	BOARD	OF	DIRECTORS	OF	
PREVECEUTICAL	MEDICAL	INC.	

MARK	LOTZ	
Director	

KEITH	ANDERSON	
Director	

PROMOTER	

STEPHEN	VAN	DEVENTER	



 

SCHEDULE "A" 
 

Immune Boosting Properties of Scorpion Venom 
 
Immune Boosting Properties 
 
CELLB9®'s active ingredient is scorpion venom.  Scorpion venom has anti-cancer properties 
(see below) which can be indirectly attributed to immune boosting (immune-oncology), as 
it facilitates unmasking of tumours so that they are recognized by the immune system (a 
form of immune boosting).  
 
Scorpion peptides have selective cancer cell-targeting and therapeutic properties.1  The most 
studied and reported scorpion-derived peptide is chlorotoxin ("CTx"), specifically CTx is 
present in the venom of the Israeli Scorpion.  Researchers are adapting the sequence2 and 
tethering peptides with other vehicles to optimize their therapeutic activity.3 
 
The scorpion venom contains CTx, which can bind preferentially to cancer cells giving it 
potential uses in cancer treatment.4  For example, CTx has antiangiogenic properties 
(meaning it can halt the process of developing new blood vessels which is used clinically to 
treat cancer).5  In vitro it has been shown to inhibit the migration and invasion of glioma cells 
and human umbilical vein endothelial cell migration, meaning it has the potential to interfere 
with the spread of cancer.6 
 
There are also uses for CTx in cancer detection such as optical imaging.  For example, 
"tumour paint" is a fluorescent molecular probe whereby CTx is linked with Cy5.5 
("CTx:Cy5.5").7  CTx:Cy5.5 can be used to delineate tumorous and non-tumorous cells.8 
 

 
1 Fu, Yuejun, et al. (2012) Chlorotoxin-conjugated nanoparticles as potential glioma-targeted drugs. J Neurooncol, 107, 457–462. 
doi: 10.1007/s11060-011-0763-6 [Fu]; Xiang. Yu, et al. (2011) Chloride channel-mediated brain glioma targeting of chlorotoxin-
modified doxorubicine-loaded liposomes. J Control. Release, 152, 402-410. doi; 10.1016/j.jconrel.2011.03.014 [Xiang]; Xu, 
Tengfei, et al. (2016) Identification of two novel Chlorotoxin derivatives CA4 and CTX-23 with chemotherapeutic and anti-
angiogenic potential. Scientific Reports, 6, 1-14. doi: 10.1038/srep19799 [Xu]. 
2 Xu, supra note 1. 
3 Fu, supra note 1, Xiang, supra note 1. 
4 Ojeda, Paola G. (2016) Review Chlorotoxin: Structure, Activity, and Potential Uses in Cancer Therapy. Peptide Science, 
106(1), 25-36. doi: 10.1002/bip.22748 at p 25 [Ojeda]; Ding, J, et al. (2014) Scorpion venoms as a potential source of novel 
cancer therapeutic compounds. Exp Biol Med (Maywood), 239(4), 387-93. doi: 10.1177/1535370213513991. 
5 Ojeda, supra note 4 at p 29. 
6 Ibid; Soroceanu, L, et al. (1999) Modulation of glioma cell migration and invasion using Cl(-) and K(+) ion channel blockers. J 
Neurosci., 19(14), 5942-52. Retrieved from http://www.jneurosci.org/content/19/14/5942.long [Soroceanu]; Jacoby, DB, et al. 
(2010) Potent pleitropic anti-angiogenic effects of TM601, a synthetic chlorotoxin peptide. Anticancer Res., 30(1), 39-46 
retrieved from http://ar.iiarjournals.org/content/30/1/39.long. 
7 Veiseh, M, et al. (2007) Tumor paint: a chlorotoxin:Cy5.5 bioconjugate for intraoperative visualization of cancer foci. Cancer 
Res., 67(14), 6882-8. doi: 10.1158/0008-5472.CAN-06-3948. 
8 Ibid; Parrish-Novak, J, et al. (2017) Nonclinical Profile of BLZ-100, a Tumor-Targeting Fluorescent Imaging Agent. Int. J. 
Toxicol., 36(2), 104-112. doi: 10.1177/1091581817697685. 

http://www.jneurosci.org/content/19/14/5942.long
http://ar.iiarjournals.org/content/30/1/39.long
https://doi.org/10.1158/0008-5472.CAN-06-3948


 

Additional Examples of Medical Benefits 
 

• CTx is a chloride inhibitor and inhibits chloride channels present in human brain 
cancer cells;9 

• CTx inhibits the enzymatic activity of Matrix Metalloproteinase-2 (MMP-2) and 
reduces MMP-2 surface expression.10  The enzyme MMP-2 can degrade structural 
proteins of the extracellular matrix during cancer invasion of normal tissue11 and is 
the proposed molecular receptor of CTx in glioma cells;12 and  

• CTx also has cell-penetrating properties, and cellular internalization of CTx has been 
demonstrated.13  Other scorpion toxins have cell-penetrating properties as well, such 
as maurocalcine, which is an agonist of the type-1 ryanodine receptor and has been 
reported as a cell-penetrating peptide.14 
 

PMI's Post-Listing Research Focus 
 
The focus of the post-listing research is the largely unexplored Caribbean Blue Scorpion (the 
"CBS").  Species differences between extensively studied scorpions, like the Israeli Scorpion, 
and the CBS will result in previously undisclosed peptide sequences being identified, and 
PMI anticipates new intellectual property to be generated.  
 
Scorpion venom contains the peptide CTx, of which there are many variants, both natural 
and engineered, with properties from delivering conventional drugs, to fluorescent markers 
and gene therapy approaches.15  PMI intends to isolate bioactive peptides from the CBS and 
assess their efficacy in glioma models, which will pave the way to exploration of their 
augmented actions through co-delivery of drugs and/or genes.  
 
Research needs to be conducted to obtain a better understanding of the relationship 
between the structure and tumour-binding properties of CTx to enable modification and/or 
introduction of new sequences without introducing adverse effects.  PMI's effort to develop 
more specific, individualized therapies for diseases, and combining diagnostic and 
therapeutic capabilities into a single agent is another multi-faceted opportunity for 
intellectual property generation by PMI, and a significant area of research and development 
with the peptides isolated and identified from the CBS.

 
9 Ullrich, N, et al. (1996) Human astrocytoma cells express unique chloride current. Neuroreport, 7(5), 1020-4. PMID: 8804043; 
Ullrich, N, Sontheimer, H. (1996) Biophysical and pharmacological characterization of chloride currents in human astrocytoma 
cells. Am J Physiol, 270(5 pt 1), C1511-21. PMID: 8967454. 
10 Ojeda, supra note 4 at p 30. 
11 Sternlicht, MD, Werb, Z. (2001) How matrix metalloproteinases regulate cell behavior. Annu Rev Cell Dev Biol, 17, 463-516. 
doi: 10.1146/annurev.cellbio.17.1.463;  Cox, G, O’Byrne, KJ. (2001) Matrix metalloproteinases and cancer. Anticancer Res, 
21(6B), 4207-19. PMID: 11908674 
12 Deshane, J, et al. (2003). Chlorotoxin inhibits glioma cell invasion via matrix metalloproteinase-2. J Biol Chem, 278(6), 4135-
44. doi: 10.1074/jbc.M205662200. 
13 Soroceanu, supra note 6. 
14 Fill, M, Copello, JA. (2002) Ryanodine receptor calcium release channels. Physiol Rev, 82(4), 893-922. doi: 
10.1152/physrev.00013.2002. 
15Ojeda, supra note 4. 

https://doi.org/10.1146/annurev.cellbio.17.1.463


 

SCHEDULE "B" 
 

Management Discussion and Analysis (MD&A) for year ended December 31, 2019 
 
See attached. 
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The following management discussion and analysis (“MD&A”) of the financial condition and results of 
operations of PreveCeutical Medical Inc. (“PreveCeutical” or the “Company”) and its subsidiary, 
PreveCeutical (Australia) Pty Ltd. (“PreveCeutical (Australia))” constitutes management’s review of the 
factors that affected the Company’s financial and operating performance for the year ended December 31, 
2019. This MD&A has been prepared in compliance with the requirements of National Instrument 51-102 – 
Continuous Disclosure Obligations.  In the opinion of management, all adjustments (which consist only of 
normal recurring adjustments) considered necessary for a fair presentation have been included.  The results 
for the period presented, are not necessarily indicative of the results that may be expected for any future 
period. 
 
This MD&A should be read in conjunction with the audited consolidated financial statements, including the 
notes thereto, of the Company for the years ended December 31, 2019, and 2018.  
 
The accompanying audited consolidated financial statements and related notes are presented in 
accordance with International Financial Reporting Standards (“IFRS”) as issued by the International 
Accounting Standards Board (“IASB”).  These consolidated financial statements, together with the following 
MD&A, are intended to provide investors with a reasonable basis for assessing the financial performance 
of the Company as well as potential future performance. 
 
Results are reported in Canadian dollars unless otherwise noted. 
 
For the purposes of preparing this MD&A, management, in conjunction with the Company’s board of 
directors (the "Board of Directors"), considers the materiality of information.  Information is considered 
material if: 
 
(i) such information results in, or would reasonably be expected to result in, a significant change in the 

market price or value of PreveCeutical’s common shares; 

(ii) there is a substantial likelihood that a reasonable investor would consider it important in making an 
investment decision; or 

(iii) it would significantly alter the total mix of information available to investors. Management, in 
conjunction with the Board of Directors, evaluates materiality with reference to all relevant 
circumstances, including potential market sensitivity. 

 

Management is responsible for the preparation and integrity of the consolidated financial statements, 
including the maintenance of appropriate information systems, procedures and internal controls.  
Management is also responsible for ensuring that information disclosed externally, including the 
consolidated financial statements and this MD&A, is complete and reliable. 
 
FORWARD-LOOKING STATEMENTS 
 
This MD&A contains forward-looking statements and forward-looking information (collectively, “forward-
looking statements”) within the meaning of applicable Canadian and U.S. securities laws.  All statements, 
other than statements of historical fact, included herein, including, without limitation, statements regarding 
the Company’s and PreveCeutical (Australia)’s, as applicable, future cash requirements, general business 
and economic conditions, the details of the Company’s research programs, the proposed research and 
development services to be provided by UniQuest (as defined below), the anticipated business plans of the 
Company regarding the foregoing, the ability of the Company to bring its products to market, including a 
synthesized, Nature Identical™, version of CELLB9, the timing of future business activities and the 
prospects of their success for the Company, and the Company’s ability and success in executing its 
proposed business plans, are forward-looking statements. Although the Company believes that such 
statements are reasonable, it can give no assurance that such expectations will prove to be correct. Often, 
but not always, forward-looking information can be identified by words such as “will”, “pro forma”, “plans”, 
“aims”, “expects”, “may”, “should”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates”, 
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FORWARD-LOOKING STATEMENTS (Continued) 
 
“believes”, “potential” or variations of such words including negative variations thereof, and by discussions 
of strategy or intentions. Forward-looking statements involve known and unknown risks, uncertainties and 
other factors which may cause the Company’s actual results or achievements to be materially different from 
any future results or achievements expressed or implied by such forward-looking statements. Such risks 
and other factors include, among others, the ability of the Company to obtain sufficient financing to fund its 
business activities and plans, the inability of the Company, UniQuest, Asterion (as defined below) or 
PreveCeutical (Australia) to, among other things, complete the Company’s research programs as planned, 
the inability of the Company to generate revenue through its products, including through the sale of the 
Licensed Sleep-Aid Products (as defined herein), the inability of the Company or PreveCeutical (Australia) 
to obtain any required governmental, regulatory or stock exchange approvals (including Canadian 
Securities Exchange (the “CSE”) approval), permits, consents or authorizations required to carry out any 
planned future activities, commercialise any therapeutics from the Company’s research programs, pursue 
business partnerships or complete its research programs as planned, risks related to joint venture 
operations and risks related to the integration of acquisitions, as well as those factors discussed under the 
heading “Risks and Uncertainties”. Other factors such as general economic, market or business conditions 
or changes in laws, regulations and policies affecting he biotechnology, medicinal cannabis or 
pharmaceutical industry, may also adversely affect the future results or performance of the Company. 
 
The Company cautions investors that any forward-looking statements by the Company are not guarantees 
of future performance and that actual results are likely to differ, and may differ materially and adversely, 
from those expressed or implied by forward-looking statements contained in this MD&A.  Forward-looking 
statements are made based on management’s beliefs, estimates and opinions on the date the statements 
are made and such beliefs, estimates and opinions may prove incorrect. For the reasons set out above, 
investors are cautioned against attributing undue certainty or placing undue reliance on to forward-looking 
statements. 
 
DATE 
 
This MD&A reflects information available as at April 27, 2020. 
 
CORPORATE STRUCTURE 
 
Name, Address and Incorporation 
 
PreveCeutical Medical Inc., formerly Carrara Exploration Corp., was incorporated under the Business 
Corporations Act (British Columbia) on December 15, 2014. 
 
The Company’s head office is located at 1177 West Hastings Street, Suite 2200, Vancouver, British 
Columbia, V6E 2K3, Canada and its registered and records office is located at 1040 West Georgia Street, 
Suite 1170, Vancouver, British Columbia, V6E 4H1, Canada. 
 
The Company has a wholly-owned private Australian subsidiary, PreveCeutical (Australia) Pty Ltd 
(“PreveCeutical (Australia)”), incorporated in Queensland, Australia, on March 12, 2018. 
 
Security Listings 
 
PreveCeutical’s securities are listed on the CSE under the symbol “PREV”. 
 
The Company also has its common shares listed for trading on the Frankfurt Stock Exchange under the 
symbol "18H" and on the OTCQB venture marketplace under the symbol "PRVCF". 
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CORPORATE STRUCTURE (Continued) 
 
Changes in Directors and Officers 
 

On February 13, 2019, the Company appointed Dr. Makarand Jawadekar as the Company’s President, 
replacing Mr. Stephen Van Deventer. Dr. Jawadekar will continue to be the Company’s Chief Science 
Officer and director. Mr. Van Deventer continues to be the Chair and Chief Executive Officer of the 
Company. 
 
On May 31, 2019, Mr. Greg Reid resigned from his position as director of the Company. 
 
On June 20, 2019, the Company appointed Mr. Keith Anderson and Mr. Mark Lotz as the Company’s 
independent directors. 
 
On September 1, 2019, Mr. Matt Coltura resigned from his position as director of the Company. 
 
Share Structure 
 
At the annual general and special meeting of shareholders of the Company held on May 14, 2018, the 
shareholders passed a special resolution approving the subdivision of the Company’s issued and 
outstanding common shares on the basis of five (5) new post-subdivision common shares for every one (1) 
pre-subdivision common share (the "Stock Split"). The Stock Split was approved by the Board of Directors 
on May 15, 2018. 
 
The Company’s common shares began trading on an ex-distribution basis on May 23, 2018. Each 
shareholder of record as of the close of business on the record date, May 24, 2018, received four additional 
common shares for each share held on the record date. 
 
All of the Company’s common shares and other securities and exercise prices included in the consolidated 
financial statements for the years ended December 31, 2019 and 2018, and this MD&A are reported on a 
post-Stock Split basis. 
 
DESCRIPTION OF BUSINESS 
 
PreveCeutical is a health sciences company that develops innovative options for preventive and curative 
therapies utilizing organic and nature identical products. The Company intends to secure the market share 
through a business to business strategy with the aim to build an extensive library of intellectual properties 
and enter into joint venture, development and licensing agreements with leaders in the pharmaceutical and 
cannabis industries. 
 
During the year ended December 31, 2018, PreveCeutical had one product for sale, the CELLB9® Immune 
System Booster. The CellB9 inventory on hand was impaired during the year ended December 31, 2018, 
due to expiration of the product. PreveCeutical has temporarily discontinued its sale of CELLB9 due to 
supply issues and its intention is to create a synthesized, Nature Identical™, version of the CELLB9 product 
as part of its stabilization of Blue Scorpion Venom (the “BSV”) research program, which is discussed further 
below. 
 
As a result, the Company did incurred minimal costs in relation to the marketing of CELLB9 during the year 
ended December 31, 2019, and the Company does not expect to incur any such costs until the Nature 
Identical™ version of the CELLB9 product is brought to market. 
 
The Company expects to have revenue when it brings additional products to market. The Company is 
working with its research team and its Chief Science Officer on the development and commercialization of  
certain products that are currently being researched by the Company. The Company is also actively looking 
at other products that it can bring to market. 
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DESCRIPTION OF BUSINESS (Continued) 
 
The Company signed a licensing agreement (the “Licensing Agreement”) on August 14, 2018, with Asterion 
Cannabis Inc.  (“Asterion”). Under the Licensing Agreement, Asterion has granted the Company a non-
exclusive worldwide license to use, manufacture, distribute and sell three natural health products, “Blissful 
Sleep” (NPN 80065538), “Blissful Sleep Ex” (NPN 80070168), and “Skullcap Serenity” (NPN 80067446) 
(collectively, the “Licensed Sleep-Aid Products”). 
 
The Licensing Agreement gives the Company a right to use Asterion’s intellectual property to make or have 
made, use, distribute, sell, offer to sell and promote the Licensed Sleep Aid Products for an initial term of 
five years, renewable for five consecutive one-year terms. Pursuant to the Licensing Agreement, 
PreveCeutical will pay to Asterion a royalty equal to 20% of the gross sales from the Licensed Sleep Aid 
Products sold by PreveCeutical. 
 
Medicinal Cannabis Division 
 
The Company launched its medical cannabis division in July 2018. This division is responsible for bringing 
medicinal cannabis-based products to market and overseeing the Company’s cannabinoid (“CBD”) 
Program for the soluble gel (“Sol-gel”) delivery of CBDs (the “CBD Program”). 
 
On September 26, 2018, the Company entered into a development and joint venture agreement 
(the “D&JVA”) with Asterion to form a joint venture (the “Joint Venture”) whereby PreveCeutical will assist 
Asterion in the development of a range of medicinal cannabis-based products through various research 
and development (“R&D”) programs. Pursuant to the D&JVA,  
 
(i) Asterion will be responsible for all costs related to the R&D programs adopted by the Joint Venture;  

(ii) the intellectual property (“IP”) and products developed by the Joint Venture during the term of the 
D&JVA will be owned 80% by Asterion and 20% by PreveCeutical; and  

(iii) PreveCeutical will receive 20% of the net revenues generated from the IP and sale of products 
developed by the Joint Venture under the D&JVA. 

There were no transactions in relation to the D&JVA during the year ended December 31, 2019. 

On July 8, 2019, the Company and Asterion entered into an option to purchase agreement (the "Option 
Agreement"), whereby the Company granted to Asterion the right and option (the "Option") to purchase up 
to 51% of the Company's right, title and interest in and to certain intellectual property rights relating to the 
Company's sol-gel nasal IP. 
 
To exercise the Option, Asterion will be required to make a series of cash payments to the Company in the 
aggregate amount of $2,652,000 as follows: 
 

Payment Date Payment Amount (CAD) Earned Interest (%) 
Effective Date $325,000  

(paid) 
6.25% 

July 22, 2019(1) $325,000 
 (paid) 

12.50% (additional 6.25%) 

August 22, 2019(1) $325,000  18.75% (additional 6.25%) 
September 22, 2019(1) $390,000 26.25% (additional 7.50%) 
October 22, 2019 $390,000 33.75% (additional 7.50%) 
November 22, 2019 $390,000 41.25% (additional 7.50%) 
December 22, 2019 $507,000 51.00% (additional 9.75%) 

TOTAL: $2,652,000 51% 
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DESCRIPTION OF BUSINESS (Continued) 
 
Medicinal Cannabis Division (Continued) 
 

Note: 
(1) As at December 31, 2019, the Company has received $653,145 under the Option Agreement. The 
Company has waived its right to deliver a termination notice to Asterion in respect of the termination 
of the Option Agreement as a result of such late payments until June 15, 2020. 

 
By making all of the above cash payments to the Company, Asterion will be deemed to have exercised the 
Option in full; provided that prior to the exercise of the Option in full, Asterion will be deemed for all purposes 
to have acquired the various interests in and to the Sol-Gel IP, upon making the corresponding payment 
amounts to the Company as set forth in the above table. Upon the earlier of ten days after the date of the 
exercise by Asterion of the Option in full and December 22, 2019, the Company and Asterion will be deemed 
to have entered into a joint venture for the continued development and commercialization of the Sol-Gel IP.   
 
Prior to the earlier of ten days after the date of the exercise of the option in full by Asterion and December 
22, 2019, the Company has the right to buy-back all of the earned interest earned by Asterion to the date 
of the buy back for an amount equal to 150% of the aggregate amount of all cash payments made by 
Asterion. The Company has to provide a written notice to Asterion of the buy-back intention. 
 
 

Agreements with Asterion are considered to be a related party transaction as the Company’s current and 
former directors and executive officers are directors and executive officers of Asterion. 
 
RESEARCH AND DEVELOPMENT 
 
The Company currently has a number of ongoing R&D projects through which it plans to bring an array of 
innovative therapies to market. Four of the Company’s R&D projects outlined below are currently being 
conducted by its research partner, the University of Queensland (“UQ”) and UniQuest Pty Limited 
(“UniQuest”). The Company has also entered into a joint venture project with Sports1 Marketing Inc. to 
develop a new sports drink that aims to assist sports players in recovering from concussions. 
 
The R&D projects that are conducted in Australia are managed by PreveCeutical (Australia) providing the 
Company with better access to expertise and partnerships for its drug development programs. Australia 
has specialized hospitals with preeminent clinical trial capabilities as well as the diverse patient populations 
needed for the range of products that PreveCeutical is currently developing.  
 
Stabilisation of Blue Scorpion Venom (“BSV”) 
 
The Company undertook the research of stabilisation of BSV program which was conducted by its research 
partners the University of Queensland (“UQ”) and UniQuest Pty Limited (“UniQuest”). This program was 
successfully completed in October 2019 and the final report received by the Company is being evaluated. 
Under this program, four lead peptides were evaluated in a two compartment cell-based invasion model. 
These peptides exhibited a slowing of invasion in all cell lines tested. These peptides also showed modest 
suppression of a cancer cell biomarker responsible for driving metastasis, as well as drug and immune 
system resistance in brain cancer. time frame two lead peptides had already internalised into the cell 
demonstrating their rapid uptake, and so surface binding could not be captured. The Company is working 
with its patent attorneys on protecting the peptides by creating patents for these. The next steps for the 
Company will be to go the through subsequent stages of drug development/validation and (pre)clinical 
evaluation for the lead peptides identified. 
 
In addition to the completed BSV program, the Company has the following R&D programs being conducted 
in Australia: 
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RESEARCH AND DEVELOPMENT (Continued) 
 
Sol-gels for Nasal Delivery of Cannabinoids 
 
PreveCeutical has partnered with UQ and UniQuest for the development and evaluation of translatable 
formulations for systemic/central nervous system (“CNS”) delivery. The focus of the CBD Program is to 
develop a cannabinoid-based nose-to-brain delivery system intended to provide relief for a range of 
ailments including pain, inflammation, seizures and neurological disorders. Engineered Sol-gels present an 
ideal platform for achieving this aim as they are in-solution upon administration, and rapidly gelate when 
warming as a result of contact with mucosal tissue. The Company believes that the Sol-gels will pave the 
way for safer and more reliable drug delivery for agents such as CBDs that are rapidly metabolized or that 
would benefit from direct nose-to-brain CNS delivery. 
 
The cannabis-derived materials and ingredient information for testing are being supplied by Aurora 
Cannabis Inc., a licensed producer of medical cannabis under Health Canada’s Access to Cannabis for 
Medical Purposes Regulations, in accordance with an R&D supply agreement dated September 19, 2017 
(the “R&D Supply Agreement”).  
 
The CBD Program commenced in the third quarter of 2017 and is progressing well. As at December 31, 
2019, this program was 68% completed, with the following highlights: 
 
• Completion of chemical fingerprinting via HPLC of plant-derived cannabinoids. 
• Completion of trial of devices with differing nozzle designs using an in-house developed inhalation 

model is complete. 
• An optimal spray profile for nose-to-brain delivery has been achieved with a custom device, when 

administered in a human adult nasal cast.   
• Ethics approval to access human nasal mucosal tissue for the toxicity evaluation and tissue disposition 

studies has been obtained and the studies are in progress. 
• Acute nasal toxicity evaluation has been completed, with the cannabinoid-infused sol-gel displaying 

negligible toxicity when applied to human nasal mucosal tissue as confirmed by a clinical biomarker 
detection assay, and complemented by histopathological evaluation of tissue. 

 
Smart siRNA for the Treatment of Diabetes and Obesity 
 
The program that is researching the development of Smart-siRNAs for the treatment of diabetes and obesity 
is being researched (the “D&O Program”) commenced at UQ in July 2019. This program encompasses 
three distinct phases spanning over three years. 
 
In the D&O Program, through rational design and systematic evaluation, select targeted bio-responsive 
gene carrier-and-release systems are anticipated to deliver Smart-siRNA’s to target cells. With effective 
gene-silencing optimized, the program aims to target the single gene implicated in both type 2 diabetes and 
obesity. The program expects to demonstrate that this strategy is safe and effective in appropriate 
preclinical (mice) models of type 2 diabetes and obesity, paving the way for broader pre-clinical safety and 
efficacy evaluations. 
 
The Program focuses on the library design of bio-responsive gene carrier-and-release (“BGCR”) systems, 
where almost 200 carrier system constructs have now been rationally designed, taking into account a range 
of head group chemistries and charge as well as a panel of ligands that promote self-assembly and 
targeting. 
 
Screening of a panel of first-generation siRNA sequences against PTP-1B in mouse-derived cells has 
commenced, with promising levels of silencing recorded for the novel sequences. A series of in-house cell 
models of diabetes and obesity in which the novel siRNAs are being screened successfully developed and 
optimized.  
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RESEARCH AND DEVELOPMENT (Continued) 
 
Smart siRNA for the Treatment of Diabetes and Obesity (Continued) 
 
A table of novel nucleic acid compositions consisting of more than 150 gene sequences against human 
PTP1B that contrast from those that are already reported and protected by intellectual property rights has 
been created.  
 
All the cell-based studies are now in progress in mouse-derived and this program has now progressed 
towards re-designing the constructs to be applicable to PTP-1B gene silencing in mice  
 
The select lead siRNA candidates are being re-designing into Smart-siRNA constructs using proprietary 
chemistry. The designed, synthesized and purified these Smart-siRNA have been re-evaluated in vitro, and 
were shown to maintain their gene silencing ability, while now being amenable to withstanding the stability 
challenges expected when trialled in vivo.  
 
As at December 31, 2019, theD&O Program was 45% complete. 
 
Disulfide Linker Technology in Engineering Analgesic Peptides 
 
This R&D program, which commenced in July 2018, is being conducted to extend the application of the 
disulfide linker technology in engineering pain relieving peptides for moderate to severe pain and 
inflammatory conditions (the “Linker Program”). The Linker Program involves peptide library synthesis, 
pharmacological evaluation, alongside pharmacokinetic assessment and efficacy determinations in 
appropriate animal models of pain and inflammation. As at December 31, 2019, this program was 58% 
complete. 
 
High throughput screening of 50-peptide library across the main opioid receptor sub-types is complete. 
 
Some peptides have been identified as showing exceptional selectivity for the target receptor sub-type of 
interest, with encouraging potency also recorded. These lead candidates are being further scrutinized in 
silico to facilitate their refined design and the aim of further enhancing potency and biostability. 
 
Ethics approvals detailing the complete study plan for the screening of lead peptide candidates in animals 
(rat models of pain/inflammation) were drafted, reviewed in-house and final submissions made to UQ’s 
animal ethics committee, and this has subsequently been approved by UQ. 
 
The vast majority of peptide candidates have now been ranked with select, lead peptides being nominated 
for preclinical evaluation. The first lead candidate has progressed through an in vivo ‘dose finding’ study, 
with the optimal dose confirmed, the activity of each lead peptide in preclinical studies will be determined. 
  
Management has not yet determined whether these programs have a value that is economically 
recoverable, and management continues to evaluate the same to assess whether additional efforts and 
funds should be allocated to such projects. 
 
OVERALL PERFORMANCE 
 
During the year ended December 31, 2019, the Company continued to work on business development and 
financing including: 
 
• Considering new partnerships with respect to its Sol-gel drug delivery system. 
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OVERALL PERFORMANCE (Continued) 

• Signing the Option Agreement with Asterion, granting Asterion to purchase up to 51% of the 
Company’s right, title, and interest in and to certain intellectual property rights relating to the Sol-gel 
drug delivery system (the “Sol-gel IP”).  

• Planning the manufacturing and production of the Licenced Sleep Aid Products under the Licensing 
Agreement with Asterion. 

• Successfully closing a $0.05 non-brokered private placement of units (each a “Unit”) for gross 
proceeds of $305,000 on February 11, 2019, (the “February 2019 Private Placement”). Each Unit was 
comprised of one common share in the capital of the Company and one common share purchase 
warrant, with each warrant entitling the holder to acquire one additional common share in the capital 
of the Company at a price of $0.08 per share for a period of 24 months from the closing of the February 
2019 Private Placement. 

• Entering into a loan agreement with the Company’s Chief Executive Officer (“CEO”) in the principal 
amount of $300,000. 

• Receiving advances in the aggregate amount of $68,650 by way of callable debt from the Company’s 
CEO, Chief Financial Officer (“CFO”), a related employee, and the Company’s former President. As 
of December 31, 2019, $16,150 of the total amount is outstanding.  

• Collaborating with UQ and UniQuest in the filing with the Australian Patent Office of two new patent 
applications for cyclic peptides and their use in pain management. 

• Appointing two new members to the Company’s board of directors. 

• Appointing a Corporate Governance and Nominating Committee of the Board and adopting a 
Corporate Governance and Nominating Committee Charter. 

• Preparing for the research and development tax incentive application and report for the Australian 
Taxation Office. 

 
As products and therapies are developed through the Company's R&D programs, the Company anticipates 
that it will either enter into strategic partnerships to manufacture and market such products or it will license 
the intellectual property to other companies.   
 
For the year ended December 31, 2019, the Company continued to focus on business development, 
identifying strategic business partners and its research programs. These programs continue to be funded 
by equity and debt. 
 
As the Company does not have a revenue income stream at this time, the cost of operations and meeting 
of commitments are currently being financed by funding from equity and debt. To ensure that the Company 
has funding to continue its operation, management has taken a number of steps that are outlined under the 
Liquidity and Capital Resources section.  
 
At December 31, 2019, the Company had a cash balance of $28,480, and working capital deficiency of 
$1,546,563 compared to a cash balance of $64,329 and working capital of $194,510 at December 31, 2018.   
 
For the year ended December 31, 2019, the Company’s funding included equity funding with the closing of 
the February 2019 Private Placement and debt funding. The callable debt and the short term and long-term 
convertible debts are with related parties of the Company. 
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OVERALL PERFORMANCE (Continued) 

Selected Financial Information 
 

As at December 31 2019 2018 2017 
    
   Cash $28,480 $64,329 $104,478 
   Total assets $857,638 $1,902,076 $2,599,660 
   Non-current liabilities $3,509,608 $3,043,888 $2,639,509 
   Total liabilities $5,344,418 $4,187,247 $2,944,000 
   Working capital (deficiency) $(1,546,563) $194,510 $1,066,337 
   Deficit $23,684,562 $21,632,660 $10,482,108 
   Shareholders' deficiency $4,486,780 $2,285,171 $344,340 

 
Selected Operating Information 
 

For the year ended December 31 2019 2018 2017 
   Revenues $3,031 $15,452 $22,234 
   Net loss and comprehensive loss $3,477,593 $11,884,156 $7,231,885 
   Net loss per share $0.009 $0.037 $0.032 
    

 
FINANCIAL RESULTS OF OPERATION 
 
During the year ended December 31, 2019, the Company continued its focus on developing its product line 
and identifying, reviewing and commissioning additional products for manufacturing, marketing,R&D, and 
securing additional funding for its operations. The Company successfully closed the February 2019 Private 
Placement on February 11, 2019, giving the Company added liquidity. 
 
The Company’s deficit at December 31, 2019 of $23,684,588, includes the costs of the reverse takeover 
and listing costs of $2,585,202 incurred in the year ended December 31, 2017, and loss on modification of 
convertible debt in the amount of $1,404,677 recorded during the year ended December 31, 2018.  
 
The Company had a net loss and comprehensive loss of $3,477,593 for the year ended December 31, 
2019, compared to $11,884,156 for the year ended December 31, 2018. Revenue for the year ended 
December 31, 2019, was $3,031 compared to $15,452 for the year ended December 31, 2018.   
 
Operating expenses including cost of sales were $3,510,370 for the year ended December 31, 2019, 
compared to $6,995,670 for the year ended December 31, 2018, as detailed below. 
 
Other expenses, other losses, income tax recovery, and foreign exchange gain on translating foreign 
operations for the year ended December 31, 2019, was $732,581 compared to $4,948,354 for the year 
ended December 31, 2018.   
 
Other income, relating to option payments, was $653,145 for the year ended December 31, 2019. Other 
revenue in the year ended December 31, 2018 was $4,094. 
 
The decrease in other expenses of $4,215,773 for the year ended December 31, 2019, compared to the 
year ended December 31, 2018 was due to: 
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FINANCIAL RESULTS OF OPERATION (Continued) 
 
• Impairment of marketing and promotion prepaids in the amount of $2,775,000 was recorded during 

the year ended December 31, 2018. There were no impairments recorded during the year ended 
December 31, 2019. 

• For the year ended December 31, 2018, the Company had recorded a loss in the amount of 
$1,582,658 for the modification of the convertible debts. This loss related to the reduction in conversion 
price for the convertible debts from $0.10 per share to $0.06 per share, a reduction of $0.04 per share.  
There was no debt modification loss recorded for the year ended December 31, 2019. 

This was offset by: 
 
• Foreign exchange loss on translating foreign operations was higher by $112,272 for the year ended 

December 31, 2019 ($153,894) compared to the year ended December 31, 2018 ($41,622) due to the 
changes in the value of the Canadian dollar compared to the Australian dollar. 
 

• Interest expense being higher by $23,663 for the year ended December 31, 2019 ($232,900), 
compared to the year ended December 31, 2018 ($209,237), due to an increase in debt and recording 
of $20,854 for interest for lease liability. Interest accrued on the outstanding callable and convertible 
debt was $212,046 for the year ended December 31, 2019.  
 
The convertible debts and the loan from the CEO bears an interest rate of 5%. As at December 31, 
2019, the balance for interest bearing callable debt, including accrued interest, was $308,950. The 
balance for the short-term convertible debt was $767,647 ($607,978 at December 31,2018), including 
accrued interest which was not paid during the period and accretion of interest The long-term 
convertible debt balance at December 31, 2019, was $3,296,995, an increase of $253,107 from 
December 31, 2018 ($3,043,888 at December 31, 2018). The increase was due to additional funding 
from the Lenders required for the operations of the Company, accrual of interest not paid out and 
accretion of interest. This debt is classified as long-term debt as the Lenders have signed a waiver by 
which there will be no demand on the funds until July 31, 2021. 

 
• Accretion expenses of $345,787 for the year ended December 31, 2019 was $5,950 higher than for 

the year ended December 31, 2018 ($339,837), due to the increase in the convertible debt. 
 
Income tax recovery recorded for the year ended December 31, 2019 was $7,875, which was $32,473 
lower than for the year ended December 31, 2018 ($40,348). The income tax recovery relates to the 
changes in the convertible debt during the period.   

 
For the year ended December 31, 2019, the Company received revenue of $3,031 from online sales of 
CELLB9, with a gross profit of $2,252. CELLB9 inventory was impaired during the year ended December 
31, 2018. For the year ended December 31, 2018, the revenue from online sales was $15,452, with a gross 
profit of $10,729. 
 
Expenses for the year ended December 31, 2019, amounted to $3,509,591, which was $3,481,356 lower 
than the year ended December 31, 2018 ($6,990,947). For the year ended December 31, 2019, the 
Company continued to work on efficiencies and cost reduction strategies which accounted for lower 
expense as outlined below: 
 
• The R&D costs of $1,667,847 for the year ended December 31, 2019, was $696,618 lower than for 

the year ended December 31, 2018 ($2,364,465). These costs are for the four R&D projects previously 
mentioned, amortization of the R&D Supply Agreement and fees paid for R&D related consulting. This 
was partly due to the stabilisation of BSV program was completed in October 2019. 
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FINANCIAL RESULTS OF OPERATION (Continued) 
 
• Share-based compensation for the year ended December 31, 2019, was $433,443 compared to 

$1,105,178 for the year ended December 31, 2018, a decrease of $671,735. This expense was lower 
as few stock options and performance warrants were granted or vested during the year ended 
December 31, 2019. 

• Business development and investor relations expenses for the year ended December 31, 2019, was 
$614,650 lower than for the year ended December 31, 2018 ($293,405 for the year ended December 
31, 2019, compared to $908,055 for the year ended December 31, 2018). The decrease relates to the 
Company’s cost reduction strategies.  

• Salary, wages and consulting costs were $447,603 lower during the year ended December 31, 2019, 
compared to the year ended December 31, 2018 ($343,313 for the year ended December 31, 2019 
compared to $790,916 for the year ended December 31, 2018). The decrease relates to reduction in 
consulting services , in staff hours  and decrease in employee salaries for the year ended December 
31, 2019, as part of the cost reduction strategies. 

• Marketing and promotion expenses for the year ended December 31, 2019, was $4,808 compared to 
$383,719 for the year ended December 31, 2018. The decrease of $378,911 relates to the reduction 
in marketing initiatives as the Company is currently not promoting its product, CELLB9, and reduced 
consulting services expenses for marketing and promotions. 

• Travel, meals and vehicle expenses for the year ended December 31, 2019, was $16,412 compared 
to $368,540 for the year ended December 31, 2018, a decrease of $352,128. The travel costs for the 
year ended December 31, 2018, was higher as the Company was working on establishing its 
subsidiary in Australia. 

• With the adoption of IFRS 16 Leases, and change in accounting policy, payments to the landlord for 
the lease payments were not recorded as rental expense for the year ended December 31, 2019, thus 
reducing the rent expenses for the year ended December 31, 2019. Please refer to the “Changes in 
Accounting Policy” section below. Additionally, there was a rent reimbursement for the year ended 
December 31, 2019. This lowered the rent by $238,092 compared to the rent expense for the year 
ended December 31, 2018, (recovery of $65,329 for the year ended December 31, 2019 compared to 
expense of $172,763 for the year ended December 31, 2019). The Company receives rent 
reimbursements from Asterion with whom the Company has been sharing the office space since 
November 2018. 

• Professional fees for the year ended December 31, 2019, were $536,348 compared to $664,559 for 
the year ended December 31, 2018. The decrease of $128,211 was mostly due to a decrease in legal 
costs. For the year ended December 31, 2018, the Company incurred additional legal costs in relation 
to preparing and review of the various contracts the Company has entered into and for preparation of 
documents in relation to a TSX Venture Exchange listing application. 

• For the year ended December 31, 2018, the company recorded an expense of $53,043 for the 
impairment of its inventory was which was due to the expiration of the CELLB9 product.  There was 
no inventory impairment for the year ended December 31, 2019. 

These decreases were offset by and increase of $138,169 in the amortization expense for the year ended 
December 31, 2019. Amortization expense for the year ended December 31, 2019 was $174,458 compared 
to $36,289 for the year ended December 31, 2018. The increase relates to the change in accounting 
principles with the adoption of IFRS 16, Leases, whereby the lease is capitalized as a right-of-use asset 
and amortized over the lease period. Amortization of $146,564 was recorded during the year ended 
December 31, 2019 in relation to the capitalization of the lease as right-of use asset. 
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FINANCIAL RESULTS OF OPERATION (Continued) 
 
The balance of the remaining expenses for the year ended December 31, 2019, was $104,886 compared 
to $143,420 for the year ended December 31, 2018, a decrease of $38,534. The decrease is mostly due to 
a reduction in insurance and general expenses. 
 
SUMMARY OF QUARTERLY RESULTS 
 
The following table sets out selected financial information prepared in accordance with IFRS for each of 
the last eight quarters ended December 31, 2019. 
 

         
 Q4 2019 Q3 2019 Q2 2019 Q1 2019 Q4 2018 Q3 2018 Q2 2018 Q1 2018 

   Revenue $0 $0 $0 $3,031 $809 $1,017 $11,231 $2,395 
   Net income (loss) $76,408 ($610,772) ($1,713,827) ($1,177,893) ($5,686,304) ($2,614,692) ($2,165,884) ($1,417,250) 
   Comprehensive  loss for the                    
period 

$40,268 $576,772 $1,681,977 $1,178,576 $5,732,671 $2,574,065 $2,160,170 $1,417,250 

   Basic and diluted loss per 
share 

$0.000  $0.001  $0.004  $0.003  $0.015 $0.007 $0.009 $0.006 

   Cash $28,480 $6,602 $37,545 $64,893 $64,329 $855,497 $2,859,606 $204,038 
   Working capital/(deficiency) ($1,546,563) ($1,864,724) ($1,476,636) ($207,445) $194,510 $2,873,475 $4,857,332 $262,418 
   Total assets $857,638 $1,364,533 $1,752,329 $2,230,577 $1,902,077 $4,569,178 $7,531,015 $2,428,429 
   Total liabilities $5,344,418 $6,312,840 $6,130,929 $5,285,990 $4,187,247 $3,603,699 $4,239,019 $3,841,755 
   Deficit $23,684,588 $23,499,746 $24,198,644 $22,664,080 $21,632,660 $16,648,069 $14,035,792 $11,899,358 
   Shareholders' equity      
(deficiency) 

($4,486,780) ($4,948,307) ($4,378,600) ($3,055,413) $(2,285,171) $965,479 3,391,996 ($1,413,326) 

 
The quarterly operating results continue to meet management’s expectations. The Company continues to 
depend on funding for its operations, including the R&D programs, from equity and debt financing. 
 
Q4 2018 had a higher loss than other quarters due to the impairment of prepaid agreements ($2,775,000) 
and loss on modification of convertible debt ($1,582,658). 
 
The comprehensive loss of $40,268 in Q4 2019 was lower that in Q4 2018 ($5,732,671). The Q4 2018 
comprehensive loss was mostly related to the impairment of the prepaid agreements and loss on 
modification of convertible debt. 
 
LIQUIDITY AND CAPITAL RESOURCES  
 
The Company’s revenue at the beginning of the year ended December 31, 2019 was from the sale of 
CELLB9. Until the Company starts to market additional products, it continues to depend on equity and debt 
for funding.   
LIQUIDITY AND CAPITAL RESOURCES (Continued) 
 
The Company received $653,145 during the year ended December 31, 2019 for the Option Agreement with 
Asterion. The Company will be receiving further funds under this agreement during the year 2020. 
 
As at December 31, 2019, the Company had a working capital deficiency of $1,546,563 and cash of 
$28,480 compared to working capital of $194,510 and a cash balance of $64,329 as at December 31, 2018.   
 
As at December 31, 2019, the Company has two lease commitments. The Company entered into a lease 
with Golden Properties Ltd. for the leasing of office space starting May 1, 2017. The initial lease period is 
five years with an option to renew for five more years. On July 1, 2017, the Company entered into a lease 
agreement with Xerox Canada Ltd. for the leasing of equipment for a period of five years. 
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LIQUIDITY AND CAPITAL RESOURCES (Continued) 
 
The annual commitment is as follows: 
 

 Rent Equipment Total 
 
2020 164,184 4,520 168,704 
2021 164,184 4,520 168,704 
2022 54,728 2,260 56,988 
    
TOTAL $ 383,096 $ 11,300 $ 394,396 

 
Management continues to take steps to ensure that the Company has funds to pay for its obligations and 
continue its operation.  These include: 
 
1. Securing investment in the Company by way of private placements including the February 2019 Private 

Placement described under the Overall Performance above. 
 

2. Issuing warrants as part of the Company’s non-brokered private placements. Exercise of any such 
warrants will provide more funding for the Company. The exercise of such warrants is dependent 
primarily on the market price and overall market liquidity of the Company’s securities at or near the 
expiry date of such warrants (over which the Company has no control), and therefore there can be no 
guarantee that any existing warrants will be exercised. 

 
3. Entering into convertible credit facility agreements with the founders of the Company, Kimberly Van 

Deventer (former President and Director of the Company) and Stephen Van Deventer (CEO and 
Director of the Company) (collectively, the "Lenders") as follows: 

 
December 9, 2016 
This agreement was originally for the principal amount of up to one million dollars. This was amended 
on March 31, 2017, increasing the principal amount to two million dollars. Under the terms of the 
agreement and waiver in respect of same, the amount of outstanding principal and accrued interest 
thereon under the credit facility is convertible, after October 28, 2017, into common shares in the 
capital of the Company at the price of $0.10 per share (amended to $0.06 per share on April 20, 2018).  
As December 31, 2019, the Company has drawn $1,949,248 under the agreement, which bears simple 
interest at 5% per annum.  The Lenders have signed a waiver by which there will be no demand on 
the funds until July 31, 2021. 

 
May 9, 2017 
On May 9, 2017, the Company entered into an additional convertible credit facility agreement with the 
Lenders in the principal amount of one million dollars to be used towards the operations of the 
Company. Under the terms of the agreement and waiver in respect of same, the amount of any 
outstanding principal and accrued interest thereon under the credit facility is convertible, after October 
28, 2017, into units, each consisting of one common share in the capital of the Company and one 
common share purchase warrant entitling the holder to purchase one common share in the capital of 
the Company at the price of $0.20 per share for a period of twenty-four months after the issuance of 
the units, subject to acceleration.  Funds borrowed under this agreement bear simple interest at 5% 
per annum and are convertible at a price of $0.10 per unit (amended to $0.06 per unit on April 20, 
2018). As at December 31, 2019, the Company has drawn $975,500 under this credit facility.  The 
amount can be further increased if required, at the election of the Company. The Lenders have signed 
a waiver by which there will be no demand on the funds until July 31, 2021. 
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LIQUIDITY AND CAPITAL RESOURCES (Continued) 
 

January 26, 2018 
On January 26, 2018, the Company entered into an agreement with the Lenders for $500,000 in the 
form of an unsecured convertible promissory note bearing simple interest at 5% per annum. This 
promissory note was added to the May 9, 2017 facility above. Thereby, the terms of the facility entered 
into on May 9, 2017, apply to the January 26, 2018, agreement. The principal amount and any accrued 
interest are convertible into common shares of the Company at the option of the Lender at $0.10 per 
share (amended to $0.06 per unit on April 20, 2018). As at December 31, 2019, the Company has 
drawn the full amount of $500,000 under this agreement. 
 

 March 28, 2018 
On March 28, 2018, the Company entered into a credit facility agreement (as amended) with its former 
President, Ms. Kimberly Van Deventer, for $700,000. Under the terms of this credit facility, the amount 
of any outstanding principal and accrued interest thereon under the credit facility is convertible into 
common shares of the Company at the option of Ms. Van Deventer at $0.10 per share (amended to 
$0.06 per unit on April 20, 2018). On March 28, 2019, the maturity date of this credit facility agreement 
was extended to the earlier of (i) March 29, 2020, and (ii) the date upon which a declaration is made 
pursuant to the terms of the agreement. The maturity date may be further extended by Ms. Van 
Deventer, providing written notice to the Company. As at  December 31, 2019, the Company has 
drawn $695,000 under this agreement. 

 
4. Entering into a loan agreement with the Company's CEO and Chairman, Mr. Stephen Van Deventer, 

whereby Mr. Van Deventer loaned the Company a principal sum of $300,000. In consideration for this 
loan, the Company has granted 5,000,000 transferable common share purchase warrants to Mr. Van 
Deventer, each warrant entitling Mr. Van Deventer to purchase one common share in the capital of 
the Company at an exercise price equal to $0.06 per share for a period of one year from the date of 
grant. As at September 30, 2019, the Company has drawn the full amount of $300,000 under this 
agreement. 

 
5. Receiving advances in the aggregate amount of $16,150 by way of callable debt from the Company's 

CEO, CFO, a related employee, a related company, and the past President. 
 

6. The Company is continuing to look into other funding, including grants in Australia for R&D. 
 
RELATED PARTY TRANSACTIONS 
 
1. Management 

 
During the year ended December 31, 2019, compensation to management and directors included: 
• Consulting fees in the amount of $79,531 for Dr. Makarand Jawadekar, PreveCeutical’s 

President, Chief Science Officer and Director. 
• Salary and benefits to Shabira Rajan, PreveCeutical’s Chief Financial Officer and Controller in 

the amount of $63,447. 
• Salary and benefits to Stephen Van Deventer, PreveCeutical’s Chairman and Chief Executive 

Officer in the amount of $113,749. 
 

2. Cornerstone Global Partnership Inc. ("CGP") 
 

CGP is a corporation owned by the Company’s Chief Executive Officer and Chairman, Mr. Stephen 
Van Deventer and the Company’s former President, Ms. Kimberly Van Deventer. 
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RELATED PARTY TRANSACTIONS (Continued) 
 

2. Cornerstone Global Partnership Inc. ("CGP") (Continued) 
 
Royalties payable to CGP in the amount of $139 was accrued for the year ended December 31, 2019.  
As at the ended of December 3010, 2019, the Company owed CGP $425 relating to royalties. 
 
For the year ended December 31, 2019, CGP had invoiced the Company $80,850 for services 
provided by Ms. Kimberly Van Deventer.  As at December 31, 2019, the Company owed CGP $48,143 
in relation to these services. 

 
3. Short term loan 

 
The Company entered into a six-month loan agreement in the amount of $300,000 with Mr. Stephen 
Van Deventer on May 29, 2019, with an interest of 5% per annum compounded semi-annually. For 
the year ended December 31, 2019, interest in the amount of $8,950 was accrued for this loan. On 
February 21, 2020, the maturity date was amended from November 29, 2019 to May 29, 2020. 
 
CGP loaned the Company $3,000 on July 5, 2019. No interest was payable on this loan. This amount 
was outstanding at December 31, 2019. 
 
Sydney Cole, an employee related to the Company’s CEO, loaned the Company $3,000 on September 
25, 2019, $2,000 on September 26, 2019 and $650 on December 12, 2019. No interest was payable 
on this loan. Total loan payble to Ms. Cole in the amount of $5,650 was outstanding at December 31, 
2019. 
 
On November 27, 2019, Stephen Van Deventer, Chief Executive Officer of the Company loaned 
$1,500 to the Company. No interest was payable on this loan. The amount outstanding at December 
31, 2019 was $1,500. 
 
On November 27, 2019, Shabira Rajan, Chief Financial Officer of the Company loaned $1,500 to the 
Company. No interest was payable on this loan. This amount outstanding at December 31, 2019 was 
$1,500. 
 
Ms. Kimberly Van Deventer, the Company’s shareholder and former President, lent the Company 
$3,000 on November 27, 2019. No interest was payable on this loan, and this amount was outstanding 
as at December 31, 2019. 
 

4. Convertible loan (Credit Facility Agreements)  
 
Credit facility agreements were entered into with the Lenders for funding of the Company’s working 
capital shortfall. The initial agreement was entered into on December 9, 2016, and amended on 
March 31, 2017, in the principal amount of $2 million (the “December 2016 Debt”).   
 
For the year ended December 31, 2019, accrued interest under this facility, at a 5% simple interest  
rate per annum, amounted to $94,820 ($91,738 for the year ended December 31, 2018). This facility 
is categorized as long-term debt as the lenders have signed a waiver by which there will be no demand 
on the funds until July 31, 2021. 
 
The Company entered into a second credit facility agreement with the Lenders in the amount of 
$1 million on May 9, 2017, to cover additional operational costs. For the year ended December 31, 
2019, accrued interest under this credit facility, at a 5% simple interest rate per annum, amounted to 
$48,775 ($45,025 for the year ended December 31, 2018). This facility is categorized as long-term  
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RELATED PARTY TRANSACTIONS (Continued) 
 

4. Convertible loan (Credit Facility Agreements) (Continued) 
 

debt as the lenders have signed a waiver by which there will be no demand on the funds until 
July 31, 2021. 
 
The Company entered into an agreement with the Lenders in the amount of $500,000 on January 26, 
2018, to cover additional research, development and operational costs. For the year ended December 
31, 2019, accrued interest under this credit facility, at a 5% simple interest rate per annum, amounted 
to $24,940 ($23,288 for the year ended December 31, 2018).   

 
The Company entered into a credit facility agreement with the former President of the Company, Ms. 
Kimberly Van Deventer, in the amount of $700,000 on March 28, 2018 (as amended), to cover 
additional operational costs.  For the year ended December 31, 2019, accrued interest under this credit 
facility, at a 5% simple interest rate per annum, amounted to $34,501 ($27,975 for the year ended 
December 31, 2018).  
 

5. Asterion (shared rent and general cost agreement) 
 

On November 1, 2018, the Company entered into a shared rent and general cost agreement with 
Asterion whereby Asterion would reimburse costs related to the sharing of the office space which is 
leased by the Company. Asterion is considered to be a related party as a director and executive officer 
of the Company is a control person of Asterion. For the year ended December 31, 2019, Asterion 
reimbursed the Company $82,742 ($13,611 for the year ended December 31, 2018) for rent and 
parking and $8,917 ($2,082 for the year ended December 31, 2018) for administrative costs. 

 
CHANGES IN ACCOUNTING POLICIES 
 
The accounting policies applied in the preparation of the consolidated  financial statements are disclosed 
in Note 3 of the Company’s audited consolidated financial statements for the year ended December 31, 
2019.  
 
IFRS 16 Leases 
 

The Company adopted IFRS 16 effective January 1, 2019 using the modified retrospective approach. The 
impact of the adoption is discussed on Note 19 of the annual consolidated financial statements for the year 
ended December 31, 2019. The comparative figures for the 2018 reporting period have not been restated 
and are accounted for under IAS 17 Leases, and IFRIC 4 Determining. Whether an Arrangement Contains 
a Lease, as permitted under the specific transitional provisions in the standard. The following is the new 
accounting policy for leases under IFRS 16. 
 
At inception, the Company assesses whether a contract contains an embedded lease. A contract contains 
a lease when the contract conveys a right to control the use of an identified asset for a period of time in 
exchange for consideration.  
 
The Company, as lessee, is required to recognize a right-of-use asset (“ROU asset”), representing its right 
to use the underlying asset, and a lease liability, representing its obligation to make lease payments.  
 
The Company may elect to not apply IFRS 16 to leases with a term of less than 12 months or to low value 
assets, which is made on an asset by asset basis.  
 
The Company recognizes a ROU asset and a lease liability at the commencement of the lease. The ROU 
asset is initially measured based on the present value of lease payments, plus initial direct cost, less any  
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CHANGES IN ACCOUNTING POLICIES (Continued) 
 
IFRS 16 Leases (Continued) 
 
incentives received. It is subsequently measured at cost less accumulated depreciation, impairment losses 
and adjusted for certain remeasurements of the lease liability. The ROU asset is depreciated from the 
commencement date over the shorter of the lease term or the useful life of the underlying as set. The ROU 
asset is subject to testing for impairment if there is an indicator of impairment.  
 
The lease liability is initially measured at the present value of the lease payments that are not paid at the 
commencement date, discounted by the interest rate implicit in the lease, or if that rate cannot be readily 
determined, the incremental borrowing rate. The incremental borrowing rate is the rate which the operation 
would have to pay to borrow over a similar term and with similar security, the funds necessary to obtain an 
asset of similar value to the ROU asset in a similar economic environment. 
 
Lease payments included in the measurement of the lease liability are comprised of:  
 
• fixed payments, including in-substance fixed payments;  
• variable lease payments that depend on an index or a rate, initially measured using the index or rate 

as at the commencement date;  
• amounts expected to be payable under a residual value guarantee; 
• the exercise price under a purchase option that the Company is reasonably certain to exercise;  
• lease payments in an optional renewal period if the Company is reasonably certain to exercise an 

extension option; and  
• penalties for early termination of a lease unless the Company is reasonably certain not to terminate 

early.  
 
The lease liability is subsequently increased by the interest cost on the lease liability and decreased by 
lease payments made. It is remeasured when there is a change in future lease payments arising from a 
change in an index or a rate, a change in the estimate of the amount expected to be payable under a 
residual value guarantee, or as appropriate, changes in the assessment of whether a purchase or extension 
option is reasonably certain to be exercised or a termination option is reasonably certain not to be exercised. 
 
Variable lease payments that do not depend on an index or a rate not included in the initial measurement 
of the ROU asset and lease liability are recognized as an expense in the consolidated statement of 
comprehensive loss in the period in which they are incurred.  
 
The ROU assets are presented within “Right-of-use asset” and the lease liabilities are presented in “Lease 
liability” on the consolidated balance sheet. 
 
The Company currently has a lease agreement for the Company’s headquarter office space in Vancouver, 
British Columbia, upon transition to IFRS 16, Lease, the Company recognized $502,177 for a ROU and 
$502,177 for lease liability. On a monthly basis, the Company will record lease payments and amortization.  
For the year ended December 31, 2019, the Company recorded $146,564 for amortization of the ROU, 
payment of $163,439 against the lease liability, and interest of $20,854 for lease expense. 
 
OUTSTANDING SHARE DATA 
 
On January 19, 2019, 2,500,000 stock options that were granted to a consultant at an exercise price of 
$0.10 per one common share of the Company were forfeited. 
 
On January 30, 2019, 3,901,889 stock options that were granted to a consultant at an exercise price of 
$0.135 per one common share of the Company expired. 
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OUTSTANDING SHARE DATA (Continued) 
 
On February 11, 2019, the Company issued 6,100,000 Units (Consisting of one common share of the 
Company and one common share purchase warrant) at a price of $0.05 per Unit through a private 
placement. 160,000 Units and 224,000 broker warrants were issued as finders’ fees in relation to this private 
placement. 
 
On February 28, 2019, 500,000 stock options that were granted to a consultant at an exercise price of 
$0.09 per one common share of the Company expired. 
 
On April 16, 2019, 500,000 stock options to purchase the Company’s common shares were granted to a 
consultant at an exercise price of $0.07 per common share for a period of one year. 
 
On May 1, 2019, 500,000 stock options that were granted to an employee at an exercise price of $0.09 per 
one common share of the Company were forfeited. 
 
On May 18, 2019, 664,500 stock options that were granted to various consultants at an exercise price of 
$0.132 per one common share of the Company expired. 
 
On May 29, 2019, 5,000,000 bonus warrants at an exercise price of $0.06 per one common share of the 
Company were issued to the Chief Executive Officer of the Company in connection with the debt financing 
of $300,000. 
 
On June 30, 2019, 21,356,000 warrants issued under the June 2017 private placement at an exercise price 
of $0.20 per one common share of the Company expired. 
 
On August 29, 1,500,000 stock options granted to a former director of the Company at an exercise price of 
$0.05 per one common share of the Company were forfeited. 
 
On August 29, 2019, 1,100,000 stock options granted to certain consultants at an exercise price of $0.162 
per common share of the Company expired. 
 
On September 19, 2019, 12,820,515 supply options, granted to a supplier at an exercise price of $0.156 
per common share of the Company, expired. 
 
On November 5, 2019, 200,000 stock options were granted and vested to two directors of the Company at 
an exercise price of $0.025 for a period of two years. 
 
As at December 31, 2019:  
 

(i) the Company had 396,448,905 common shares issued and outstanding;   
(ii) the Company had 166,635,350 common share purchase warrants outstanding; 
(iii) the Company had 6,685,600 broker common share purchase warrants outstanding; and 
(iv) the Company had 15,282,840 stock options and supplier agreement options outstanding. 
 
On January 13, 2020, 500,000 stock options that were granted to an employee at an exercise price of $0.10 
per one common share of the Company were forfeited. 
 
On April 14, 2020, 500,000 stock options that were granted to an employee at an exercise price of $0.10 
per one common share of the Company were forfeited. 
 
On April 16, 2020, 500,000 stock options granted to a certain consultant at an exercise price of $0.07 per 
common share of the Company expired. 
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OUTSTANDING SHARE DATA (Continued) 
 
As at April 27, 2020: 
 

(v) the Company had 396,448,905 common shares issued and outstanding;   
(vi) the Company had 166,635,350 common share purchase warrants outstanding; 
(vii) the Company had 6,685,600 broker common share purchase warrants outstanding; and 
(viii) the Company had 13,782,840 stock options and supplier agreement options outstanding. 
 
As at December 31, 2018:  
 

(i) the Company had 390,188,905 common shares issued and outstanding;   
(ii) the Company had 170,205,750 common share purchase warrants outstanding; 
(iii) the Company had 6,301,600 broker common share purchase warrants outstanding; and 
(iv) the Company had 38,069,744 stock options and supplier agreement optionsoutstanding. 
 
FINANCIAL INSTRUMENTS 
 
The Company, through its financial assets and liabilities, is exposed to various risks. The following analysis 
provides descriptions and measurement of the significant risks as at December 31, 2019: 
 
Interest Rate Risk 
 

The Company is funded by equity and debt.  As the current debt is with the Company’s related parties and 
is at a fixed simple interest rate there is no current impact on interest rate fluctuations and the Company 
considers interest rate risk on outstanding loans not to be significant. 
 
Liquidity Risk 
 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become 
due, or can only do so at an excessive cost.  
 
The Company manages its liquidity risk by maintaining adequate financing from related party facilities, 
forecasting cash flows from operations and anticipated investing and financing activities. The Company’s 
objective in managing liquidity risk is to maintain sufficient readily available reserves in order to meet its 
liquidity requirements. 
 
As at December 31, 2019, the Company had working capital deficiency of $1,546,563 compared to the 
working capital at December 31, 2018, of $194,510. This included cash of $28,480 ($64,329 at December 
31, 2018) available to meet short-term business requirements and current liabilities of $1,834,810 
($1,143,359 at December 31, 2018). The Company’s accounts payable and accrued liabilities have 
contractual maturities of less than 30 days and are subject to normal trade terms. The callable debt and 
convertible debt are due on demand. 
 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the 
Company as at December 31, 2019: 
 

  1 year  2 to 3 years  Total 
Short-term debt  325,100  -  325,100 
Convertible debt – short-term   757,476  -  757,476 
Convertible debt – long term    2,215,756  2,215,756 
Convertible debt – long term    1,084,583  1,084,583 
Convertible debt – long-term   -  548,288  548,288 

 $ 1,082,576 $ 3,848,627 $ 4,931,203 
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FINANCIAL INSTRUMENTS (Continued) 
 
Liquidity Risk (Continued) 
 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the 
Company as at December 31, 2018: 
 

  1 year  2 to 3 years  Total 
       
Convertible debt – short-term   922,192  -  922,192 
Convertible debt – long-term  -  1,964,895  1,964,895 
Convertible debt – long-term  -  1,009,657  1,009,657 
Convertible debt – long-term   -  550,068  550,068 

 $ 922,192 $ 3,524,620 $ 4,446,812 
 

 
Credit Risk 
 
Credit risk is the risk of an unexpected loss if a counterparty to a financial instrument fails to meet its 
contractual obligations. The Company’s cash is held by large Canadian financial institutions. The Company 
considers its credit risk on cash and accounts receivable not significant. 
 
Fair Values 
 
The Company’s financial instruments classified as level 1 in the fair value hierarchy are cash, accounts 
receivable, accounts payable and accrued liabilities and their carrying values approximate the fair values 
due to their short-term nature. The convertible debt is classified as level 3. 
 
RISKS AND UNCERTAINTIES 
 
In conducting its business, the Company faces a number of risks and uncertainties related to its operations, 
some of which are beyond its control.  Such risks include, but are not limited to: 
 
• The industry is capital intensive and subject to fluctuations in market sentiment, foreign exchange and 

interest rates. 

• The only sources of future funds for further product development and marketing, which are presently 
available are funding from equity capital and debt.  Management has been successful in accessing 
the equity markets during the year, but there is no assurance that such sources will be available on 
acceptable terms in the future. 

• Any future equity financings for the purpose of raising additional capital may result in substantial 
dilution to the holdings of existing shareholders.  The Company cannot predict the size of future sales 
and issuances of equity securities, convertible securities to equity securities or the effect, if any, that 
future sales and issuances of equity securities or convertible securities will have on the market price 
of the Company’s common shares.  Sales or issuances of a substantial number of equity securities or 
convertible securities, or the perception that such sales could occur, may adversely affect prevailing 
market prices for the Company's common shares.  With any additional sale or issuance of equity 
securities, investors will suffer dilution of their voting power and may experience dilution in their 
earnings per common share, and further suffer such dilution upon the conversion of convertible 
securities into equity.The Company’s intention is to make its potential future products available for sale 
globally.  As such, operations are subject to political risk due to political, economic, social and other  
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RISKS AND UNCERTAINTIES (Continued) 

uncertainties, including the risk of civil rebellion, nationalization, land ownership disputes, renegotiation 
or termination of existing and future contracts, permits or other agreement, changes in laws or taxation 
policies, currency exchange restrictions and changing political conditions. 

• The Company’s continued operations require licenses, permits and approvals from various parties and 
governmental authorities. There is no assurance that the Company will be successful in obtaining or 
maintaining the necessary licenses, permits and approvals to continue with its development and 
commercialization activities or that current licenses will remain in force as granted. 

• While management believes that control over the Company’s bank accounts and assets is adequate, 
there is an internal control weakness in respect of a lack of segregation of duties, and therefore a risk 
of management override of controls and procedures. It is management’s opinion that these 
weaknesses in internal controls over financial reporting are inherently related to the small size of the 
Company. 

• The Company intends to outsource the manufacture of its products, including the Licensed Sleep-Aid 
Products, to third parties.  Such third-parties, in turn source raw materials in order to produce the 
Company’s products.  The availability of raw materials, as well as variations in the price of raw 
materials, may, therefore, increase the Company’s operating costs.  The subsequent effect on the 
Company’s operating profit margins depends on, among other things, the Company’s ability to 
increase the prices of its finished products in the context of a competitive market.  Fluctuations in raw 
material prices may, therefore, increase or decrease the Company’s operating profit margins.  Price 
increases may also result in downward pressure on sales volume.  Furthermore, the Company’s third-
party manufacturer(s) will be competing with other producers and manufacturers to secure raw 
materials, and such producers or manufacturers may, because of a variety of factors, including but not 
limited to their relationships with suppliers, size, and competitive position within the industry, be able 
to secure raw materials before the Company’s manufacturer(s) could secure such material, or may 
push the prices of raw materials higher because of such producers’ or other manufacturers’ demand 
for raw materials that the Company also requires.  Potential delays in the Company’s or any of its third-
party manufacturers’ ability to secure raw materials could undermine the Company’s commitments to 
produce and deliver its products to distributors, which could undermine market share, revenue, and 
subsequently, profitability.  

• In both domestic and foreign markets, the formulation, manufacturing, packaging, labelling, 
distribution, advertising, importation, exportation, licensing, sale and storage of the Company's 
products are affected by extensive laws, governmental regulations, administrative determinations, 
court decisions and other similar constraints.  Such laws, regulations and other constraints may exist 
at the federal, provincial/state or local levels in Canada, Australia, the United States and at all levels 
of government in foreign jurisdictions.  There can be no assurance that the Company or any of its 
distributors are in compliance with all of these regulations.  The failure of the Company or its 
distributors to comply with these regulations or new regulations could disrupt future sales of 
theCompany's products (either existing or in development) could lead to the imposition of significant 
penalties or claims and could negatively impact the Company's business.  The adoption of new 
regulations or changes in the interpretations of existing regulations may result in significant compliance  

• costs or discontinuation of product sales and may negatively impact the marketing of the Company's 
products, resulting in significant loss of sales revenues. 

• The Company has no significant history of earnings and, due to the nature of the Company's business, 
there can be no assurance that the Company will be profitable. The continued operation of the 
Company and the ability of the Company to execute its current and future business plans will be 
dependent upon its ability to generate operating revenues and to procure additional financing.  There 
can be no assurance that any such revenues can be generated or that other financing can be obtained.  
If the Company is unable to generate such revenues or obtain such additional financing, any 
investment in the Company may be lost. In such an event, the probability of resale of the securities  
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RISKS AND UNCERTAINTIES (Continued) 

purchased would be diminished. While the Company may generate additional working capital through 
further equity offerings, there is no assurance that any such funds will be available on terms acceptable 
to the Company, or at all. If available, future equity financing may result in substantial dilution to current 
shareholders. At present, it is impossible to determine what amounts of additional funds, if any, may 
be required. 

• The markets for nutrient and health-related products are characterized by evolving regulatory and 
industry standards, changes in consumer tastes, needs, habits, and frequent new product 
introductions and enhancements within the industry. The introduction of products embodying new 
technologies or substances and the emergence of new industry standards and service offerings could 
render the Company’s existing products and products currently under development obsolete or 
undermine the Company’s ability to compete with such other products successfully.  The Company’s 
success will largely depend upon its ability to evolve its products and services to sufficiently keep pace 
with technological and regulatory developments (domestically and in foreign jurisdictions) and respond 
to the needs of its existing and prospective customers.  Failure to anticipate or respond adequately to 
technological developments or future customer or regulatory requirements, or any significant delays 
in product development or introduction, could damage the Company’s competitive position in the 
market place and affect current and/or future commercialization plans.  There can be no assurance 
that the Company will be successful in developing and marketing new products or product 
enhancements or service offerings on a timely basis. 

• The development of new products and strategies is a costly, complex and time‐consuming process, 
and the investment in R&D, technology product development and marketing often involves a prolonged 
time until a return is achieved on such an investment.  The Company has made, and will continue to 
make, significant investments in R&D, technology and related product opportunities.  Investments in 
new products are inherently speculative and risky.  While the Company will continue to dedicate a 
significant amount of resources to its development efforts in order to maintain a competitive position 
in the market, significant revenue from such investments may not be achieved for a prolonged period 
of time, if at all.  Moreover, new products and services may not be profitable, and even if they are 
profitable, operating margins for new products and services may not be as lucrative as the margins 
the Company has anticipated. 

• The Company may become party to litigation from time to time in the ordinary course of business, 
which could adversely affect its business.  Should any litigation in which the Company becomes 
involved be determined against the Company such a decision could adversely affect the Company’s 
ability to continue operating and the market price for the Company’s common shares and could use 
significant resources.  Even if the Company is involved in litigation and wins, litigation may redirect 
significant Company resources. Litigation may also create a negative perception of the Company’s 
brand. The Company is a respondent to the BCSC Matter and the Company filed, among others, the 
2018 Civil Claim in the Supreme Court of British Columbia against certain of the non-issuer 
respondents to the BCSC Matter. On July 11, 2019, the Company was named as a defendant in a 
lawsuit commenced in the Supreme Court of British Columbia (Tietz and Loewen v. Bridgemark 
Financial Corp. et al.) (the “Class Action Claim”). The Class Action Claim was brought under the British 
Columbia Class Proceedings Act and alleges certain misrepresentations in connection with various  

private placements conducted by the defendants. The plaintiffs are seeking an unspecified amount of 
damages for claims arising from alleged misrepresentations regarding, in respect of the Company, the 
Company’s disclosure of its June 2018 private placement. The Company intends to vigorously defend 
the Class Action Claim and has already taken legal action against certain of the other defendants 
named in the Class Action Claim. The timeline and potential outcome of each of the BCSC Matter, the 
2018 Civil Claim and the Class Action Claim remain uncertain and could potentially negatively impact 
the business of the Company. 
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RISKS AND UNCERTAINTIES (Continued) 
 

Should one or more of these risks and uncertainties materialize, or should underlying assumptions prove 
incorrect, then actual results may vary materially from those described in any forward-looking statements. 
 
SUBSEQUENT EVENTS 
 
The Company’s Director of Investor Relations and Communications resigned from her position on 
January 15, 2020. 
 
Since December 31, 2019, the outbreak of the novel strain of coronavirus, specifically identified as “COVID-
19”, has resulted in governments worldwide enacting emergency measures to combat the spread of the 
virus. These measures, which include the implementation of travel bans, self-imposed quarantine periods 
and physical distancing, have caused material disruption to business globally resulting in an economic 
slowdown. Global equity markets have experienced significant volatility and weakness. The duration and 
impact of the COVID-19 outbreak is unknown at this time, as is the efficacy of the government and central 
bank interventions. It is not possible to reliably estimate the length and severity of these developments and 
the impact on the financial results and condition of the Company in future periods.The impact of Covid-19 
pandemic on the investment market has impacted the Company’s ability to raise capital. As a result, the 
Company has temporarily laid-off two of its employees on March 15, 2020 until market conditions improve 
making it feasible for the issuer to re-expand its workforce. No further lay-offs are anticipated. 
 
The Company applied for the loan in the amount of $40,000 under Canadian (CEBA) which was received 
on April 15, 2020. These funds will be utilized for the Company’s operations. 
 
Other 
 
Additional information regarding the Company is available on the Company’s website at 
www.preveceutical.com. Additional information relating to the Company, including other continuous 
disclosure documents required by the securities regulators, is filed on System for Electronic Document 
Analysis and Retrieval (SEDAR) and can be accessed electronically at www.sedar.com.   
 
The effective date of this report is April 27, 2020. 
 
 
 



 

SCHEDULE "C" 
 

Management Discussion and Analysis (MD&A) for year ended December 31, 2018 
 
See attached. 
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The following management discussion and analysis (“MD&A”) of the financial condition and results of 
operations of PreveCeutical Medical Inc. (“PreveCeutical” or the “Company”) and its subsidiary, 
PreveCeutical (Australia) Pty Ltd. (“PreveCeutical (Australia))” constitutes management’s review of the 
factors that affected the Company’s financial and operating performance for the year ended December 31, 
2018.  This MD&A has been prepared in compliance with the requirements of National Instrument 51-102 
– Continuous Disclosure Obligations.  In the opinion of management, all adjustments (which consist only 
of normal recurring adjustments) considered necessary for a fair presentation have been included.  The 
results for the period presented, are not necessarily indicative of the results that may be expected for any 
future period. 
 
This MD&A should be read in conjunction with the audited consolidated financial statements, including the 
notes thereto, of the Company for the years ended December 31, 2018, and 2017.  
 
The accompanying audited consolidated financial statements and related notes are presented in 
accordance with International Financial Reporting Standards (“IFRS”) as issued by the International 
Accounting Standards Board (“IASB”).  These consolidated financial statements, together with the following 
MD&A, are intended to provide investors with a reasonable basis for assessing the financial performance 
of the Company as well as potential future performance. 
 
Results are reported in Canadian dollars unless otherwise noted. 
 
For the purposes of preparing this MD&A, management, in conjunction with the Company’s board of 
directors (the "Board of Directors"), considers the materiality of information.  Information is considered 
material if: 
 

(i) such information results in, or would reasonably be expected to result in, a significant change 
in the market price or value of PreveCeutical’s common shares; 

(ii) there is a substantial likelihood that a reasonable investor would consider it important in making 
an investment decision; or 

(iii) it would significantly alter the total mix of information available to investors. Management, in 
conjunction with the Board of Directors, evaluates materiality with reference to all relevant 
circumstances, including potential market sensitivity. 

 

Management is responsible for the preparation and integrity of the consolidated financial statements, 
including the maintenance of appropriate information systems, procedures and internal controls.  
Management is also responsible for ensuring that information disclosed externally, including the 
consolidated financial statements and this MD&A, is complete and reliable. 
 
FORWARD-LOOKING STATEMENTS 
 
This MD&A contains forward-looking statements and forward-looking information (collectively, “forward-
looking statements”) within the meaning of applicable Canadian and U.S. securities laws.  All statements, 
other than statements of historical fact, included herein, including, without limitation, statements regarding 
the Company’s and PreveCeutical (Australia)’s, as applicable, future cash requirements, general business 
and economic conditions, the details of the Company’s research programs, the proposed research and 
development services to be provided by UniQuest (as defined below), the anticipated business plans of the 
Company regarding the foregoing, the ability of the Company to bring its products to market, including a 
synthesized, Nature Identical™, version of CELLB9, the timing of future business activities and the 
prospects of their success for the Company, and the Company’s ability and success in executing its 
proposed business plans, are forward-looking statements.  Although the Company believes that such 
statements are reasonable, it can give no assurance that such expectations will prove to be correct.  Often, 
but not always, forward-looking information can be identified by words such as “will”, “pro  
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FORWARD-LOOKING STATEMENTS (Continued) 
 
forma”, “plans”, “aims”, “expects”, “may”, “should”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, 
“anticipates”, “believes”, “potential” or variations of such words including negative variations thereof, and 
by discussions of strategy or intentions  Forward-looking statements involve known and unknown risks, 
uncertainties and other factors which may cause the Company’s actual results or achievements to be 
materially different from any future results or achievements expressed or implied by such forward-looking 
statements.  Such risks and other factors include, among others, the ability of the Company to obtain 
sufficient financing to fund its business activities and plans, the inability of the Company, UniQuest, Asterion 
(as defined below) or PreveCeutical (Australia) to, among other things, complete the Company’s research 
programs as planned, the inability of the Company to generate revenue through its products, including 
through the sale of the Licensed Sleep-Aid Products (as defined herein), the inability of the Company or 
PreveCeutical (Australia) to obtain any required governmental, regulatory or stock exchange approvals 
(including Canadian Securities Exchange (the “CSE”) approval), permits, consents or authorizations 
required to carry out any planned future activities, commercialise any therapeutics from the Company’s 
research programs, pursue business partnerships or complete its research programs as planned, risks 
related to joint venture operations and risks related to the integration of acquisitions, as well as those factors 
discussed under the heading “Risks and Uncertainties”.  Other factors such as general economic, market 
or business conditions or changes in laws, regulations and policies affecting t`he biotechnology, medicinal 
cannabis or pharmaceutical industry, may also adversely affect the future results or performance of the 
Company. 
 
The Company cautions investors that any forward-looking statements by the Company are not guarantees 
of future performance and that actual results are likely to differ, and may differ materially and adversely, 
from those expressed or implied by forward-looking statements contained in this MD&A.  Forward-looking 
statements are made based on management’s beliefs, estimates and opinions on the date the statements 
are made and such beliefs, estimates and opinions may prove incorrect.  For the reasons set out above, 
investors are cautioned against attributing undue certainty or placing undue reliance on to forward-looking 
statements. 
 
DATE 
 
This MD&A reflects information available as at April 17, 2019. 
 
CORPORATE STRUCTURE 
 
Name, Address and Incorporation 
 
PreveCeutical Medical Inc., formerly Carrara Exploration Corp., was incorporated under the Business 
Corporations Act (British Columbia) on December 15, 2014. 
 
The Company’s head office is located at 1177 West Hastings Street, Suite 2200, Vancouver, British 
Columbia, V6E 2K3, Canada and its registered and records office is located at 1040 West Georgia Street, 
Suite 1170, Vancouver, British Columbia, V6E 4H1, Canada. 
 
The Company has a wholly-owned private Australian subsidiary, PreveCeutical (Australia) Pty Ltd 
(“PreveCeutical (Australia)”), incorporated in Queensland, Australia, on March 12, 2018. 
 
Security Listings 
 
PreveCeutical’s securities are listed on the CSE.  Prior to the reverse takeover transaction with 1050962 
B.C. Ltd., formerly PreveCeutical Medical Inc., the Company was trading under the symbol CAA.   
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CORPORATE STRUCTURE (Continued) 
 
Security Listings (Continued) 
 
Following the transaction, the Company resumed trading on the CSE on July 12, 2017, under the symbol 
PREV. 
 
In addition to being listed on the CSE, the Company has its common shares listed for trading on the 
Frankfurt Stock Exchange under the symbol "18H" and on the OTCQB venture marketplace under the 
symbol "PRVCF". 
 
Share Structure 
 
At the annual general and special meeting of shareholders of the Company held on May 14, 2018, the 
shareholders passed a special resolution approving the subdivision of the Company’s issued and 
outstanding common shares on the basis of five (5) new post-subdivision common shares for every one (1) 
pre-subdivision common share (the "Stock Split").  The Stock Split was approved by the Board of Directors 
on May 15, 2018. 
 
The Company’s common shares began trading on an ex-distribution basis on May 23, 2018.  Each 
shareholder of record as of the close of business on the record date, May 24, 2018, received four additional 
common shares for each share held on the record date. 
 
All of the Company’s common shares and other securities and exercise prices included in the consolidated 
financial statements for the year ended December 31, 2018, and this MD&A are reported on a post-Stock 
Split basis. 
 
DESCRIPTION OF BUSINESS 
 
PreveCeutical is a health sciences company that develops innovative options for preventive and curative 
therapies utilizing organic and nature identical products.  The Company intends to secure the market share 
through a business to business strategy with the aim to build an extensive library of intellectual properties 
and enter into joint venture, development and licensing agreements with leaders in the pharmaceutical and 
cannabis industries. 
 
During the year ended December 31, 2018, PreveCeutical had one product for sale, the CELLB9® Immune 
System Booster. The CellB9 inventory on hand was impaired due to the expiration of the product.  
PreveCeutical has temporarily discontinued its sale of CELLB9 due to supply issues and its intention to 
create a synthesized, Nature Identical™, version of the CELLB9 product as part of its stabilization of Blue 
Scorpion Venom (the “BSV”) research program, which is discussed further below. 
 
During the year ended December 31, 2018, the Company recorded an impairment on inventory of $53,043 
(2017 - $nil) as the products have expired. CellB9 will temporarily not be available for sale.  Until the 
Company brings other products to market, it will have no product for sale and no revenue from the one 
product, CellB9, it had for sale. The Company will therefor not be incurring costs in relation to sales and 
marketing of this product.  The Company is working with its reseach team and its Chief Scientific Officer on 
commercialization and brining to market products that are currently being researched.  The Company is 
also actively looking at other products that it can bring to market. 
 
The Company is in the planning stages for the development, marketing and production of three natural 
sleep aid products which have been approved by Health Canada.  The Company signed a licensing 
agreement (the “Licensing Agreement”) for these products on August 14, 2018, with Asterion Cannabis Inc.  
(“Asterion”).  Under the Licensing Agreement, Asterion has granted the Company a non-exclusive  
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DESCRIPTION OF BUSINESS (Continued) 
 
worldwide license to use, manufacture, distribute and sell three natural health products, “Blissful Sleep” 
(NPN 80065538), “Blissful Sleep Ex” (NPN 80070168), and “Skullcap Serenity” (NPN 80067446) 
(collectively, the “Licensed Sleep-Aid Products”). 
 
The Licensing Agreement gives the Company a right to use Asterion’s intellectual property to make or have 
made, use, distribute, sell, offer to sell and promote the Licensed Products for an initial term of five years, 
renewable for five consecutive one-year terms. PreveCeutical will pay to Asterion a royalty equal to 20% of 
the gross sales from the Licensed Products sold by PreveCeutical. 
 
Medicinal Cannabis Division 
 
The Company launched its medical cannabis division in July 2018.  This division is responsible for bringing 
medicinal cannabis-based products to market and overseeing the Company’s cannabinoid (“CBD”) 
Program for the soluble gel (“Sol-gel”) delivery of CBDs (the “CBD Program”). 
 
On September 26, 2018, the Company entered into a development and joint venture agreement 
(the “D&JVA”) with Asterion to form a joint venture (the “Joint Venture”) whereby PreveCeutical will assist 
Asterion in the development of a range of medicinal cannabis-based products through various research 
and development (“R&D”) programs.  Pursuant to the D&JVA,  
 

(i) Asterion will be responsible for all costs related to the R&D programs adopted by the Joint 
Venture;  

(ii) the intellectual property (“IP”) and products developed by the Joint Venture during the term of 
the D&JVA will be owned 80% by Asterion and 20% by PreveCeutical; and  

(iii) PreveCeutical will receive 20% of the net revenues generated from the IP and sale of products 
developed by the Joint Venture under the D&JVA. 

 

Agreements with Asterion are considered to be a related party transaction as the Company’s current and 
former directors and executive officers are directors and executive officers of Asterion. 
 
RESEARCH AND DEVELOPMENT 
 
The Company currently has a number of ongoing R&D projects through which it plans to bring an array of 
innovative therapies to market.  Four of the Company’s R&D projects outlined below are currently being 
conducted by its research partner, the University of Queensland (“UQ”) and UniQuest Pty Limited 
(“UniQuest”).  The Company has also entered into a joint venture project with Sports1 Marketing Inc. to 
develop a new sports drink that aims to assist sports players in recovering from concussions. 
 
The R&D projects that are conducted in Australia are managed by PreveCeutical (Australia) providing the 
Company with better access to expertise and partnerships for its drug development programs.  Australia 
has specialized hospitals with preeminent clinical trial capabilities as well as the diverse patient populations 
needed for the range of products that PreveCeutical is currently developing.  
 
Following are the Company’s projects currently underway in Australia: 
 
Stabilisation of Blue Scorpion Venom 
 
The stabilisation of BSV program aims to develop therapeutics derived from the BSV, which is the active 
ingredient of the Company’s initial product, CELLB9. This program aims to identify the active components 
(peptides) that are purported to provide immune boosting and tumour-selective painting properties, to  
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RESEARCH AND DEVELOPMENT (Continued) 
 
Stabilisation of Blue Scorpion Venom (Continued) 
 
develop synthetic versions of identified peptides as an alternative to milking Caribbean Blue Scorpions, and 
ultimately to identify other potential therapeutic applications for the BSV and/or identified peptides. 
 
Phase one of this three-phase program, which is the identification and separation of proteins from venom 
sources (i.e. CELLB9) for sequencing using 1D & 2D Gel Electrophoresis, has been completed. 
 
Phase two, which involves synthesizing peptide candidates for screening, has now been completed.  This 
involved using computational modelling to design and dock approximately 70 novel peptide constructs with 
our intended disease target in brain cancer. The overarching aim of phase two was to identify promising 
design features of the peptides, such as their preferred 3-dimensional pose and critical amino acids that 
inform peptide library synthesis.  Following a detailed evaluation, a library comprising 13 distinct peptides 
were identified from in silico investigations as showing promising structural traits and affinity for our intended 
target.   Each of these 13 peptides were synthesised and purified, and have transitioned to the third and 
final phase of the program. 
 
This program is now in its final phase, in which each peptide is scheduled to undergo preliminary screening 
to identify their potential to inhibit the production/activity of an important biomarker of brain cancer.   A select 
panel of highly potent peptides from this library are then expected to be carried forward to full evaluation 
where their ability to halt the proliferation and invasion of brain cancer in a cell-based model of the disease 
will be evaluated. 
 
Sol-gels for Nasal Delivery of Cannabinoids 
 
For the CBD Program, PreveCeutical has partnered with UQ and UniQuest for the development and 
evaluation of translatable formulations for systemic/central nervous system (“CNS”) delivery.  The focus of 
the CBD Program is to develop a cannabinoid-based nose-to-brain delivery system intended to provide 
relief for a range of ailments including pain, inflammation, seizures and neurological disorders.  Engineered 
Sol-gels present an ideal platform for achieving this aim as they are in-solution upon administration, and 
rapidly gelate when warming as a result of contact with mucosal tissue.  The Company believes that the 
Sol-gels will pave the way for safer and more reliable drug delivery for agents such as CBDs that are rapidly 
metabolized or that would benefit from direct nose-to-brain CNS delivery. 
 
The cannabis-derived materials and ingredient information for testing are being supplied by Aurora 
Cannabis Inc., a licensed producer of medical cannabis under Health Canada’s Access to Cannabis for 
Medical Purposes Regulations, in accordance with an R&D supply agreement dated September 19, 2017 
(the “R&D Supply Agreement”).  
 
The CBD Program commenced in the third quarter of 2017 with the initial set up which included hiring 
researchers, procuring of equipment and other consumables and setting up the lab for the program.   
 
Approval to acquire and use cannabis as part of this research was received from the Government of the 
state of Queensland, Australia on November 1, 2017. The first shipment of dried cannabis plant material 
was received by UQ in late March 2018, with a further shipment received by UQ in May 2018. 
 
The fractioned extraction of bulk imported cannabis material has been completed, with analysis revealing 
the presence of cannabinoid-based compounds, which has been correlated with high-performance liquid 
chromatography (“HPLC”) and paired with proprietary cannabis potency analysis software.  Chemical 
fingerprinting via HPLC of plant-derived cannabinoids from the imported cannabis material, using eight 
commercially available cannabinoid standards is complete, and fractionated extraction conditions yielding  
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RESEARCH AND DEVELOPMENT (Continued) 
 
Sol-gels for Nasal Delivery of Cannabinoids (Continued) 
 
the highest concentration of cannabinoids from plant material for all five cannabis strains has also been 
completed. 
 
Trialling of devices with differing nozzle designs using an in-house developed inhalation model is complete, 
with an optimal spray profile for nose-to-brain delivery achieved with a custom device, when administered 
in a human adult nasal cast.  With chemical fingerprints of extracts complete and a Sol-gel custom spray 
device in-hand, work has now transitioned to the formulation of cannabis extract-infused Sol-gels.  The final 
phase is expected to include the evaluation of the delivery of CBD’s from lead Sol-gel formulations in 
explanted human nasal mucosal tissue, alongside acute toxicity evaluation. 
 
Smart siRNA for the Treatment of Diabetes and Obesity 
 
Under this R&D program the development of Smart-siRNAs for the treatment of diabetes and obesity is 
being researched (the “D&O Program”). The program encompasses three distinct phases spanning over 
three years. 
 
In the D&O Program, through rational design and systematic evaluation, select targeted bio-responsive 
gene carrier-and-release systems are anticipated to deliver Smart-siRNA’s to target cells. With effective 
gene-silencing optimized, the program aims to target the single gene implicated in both type 2 diabetes and 
obesity.  The program expects to demonstrate that this strategy is safe and effective in appropriate 
preclinical (mice) models of type 2 diabetes and obesity, paving the way for broader pre-clinical safety and 
efficacy evaluations. 
 
The major equipment required for the D&O Program has been purchased, installed and commissioned by 
UQ and hiring of personnel is complete. The partners in the D&O Program, the Queensland Institute of 
Medical Research-Berghofer (“QIMR-B”) and Murdoch University, had their scientific personnel trained and 
bought up to speed on this project and have commenced work on the project.  UQ commenced work on its 
component of the D&O Program on July 2, 2018, with efforts focussing on the library design of bio-
responsive gene carrier-and-release (“BGCR”) systems, where almost 200 carrier system constructs have 
now been rationally designed, taking into account a range of head group chemistries and charge as well 
as a panel of ligands that promote self-assembly and targeting. 
 
The D&O Program is presently screening a selection of carriers from each subset of the circa. 200 carrier 
system library to elucidate structure-activity relationship profiles, with the aim of further refining this library 
to those that possess key attributes of effective and potent gene silencing. Once the SAR data is in-hand, 
we intend to focus our efforts on elaborating the synthesis and screening of only those BGCR systems 
which show good gene protection and silencing ability. 
 
Proposing a synthesis of 200 BGCR constructs requires significant quantities of the “bioresponsive linker”, 
and so an entirely new chemical synthesis protocol was designed to address the expected bottleneck in 
the supply of the “bioresponsive linker”, which has now been adopted in-house with great promise.  In 
parallel, a cell-based assay to evaluate the potential for toxicity was conducted, and safety of our BGCR 
systems has also now been established at the Pharmacy Australia Centre of Excellence (PACE). This is 
expected to be adopted in due course for lead BGCR constructs, as BGCR constructs are identified from 
gene/protein silencing studies.  
 
Screening of a panel of first-generation siRNA sequences against PTP-1B in mouse-derived cells has 
commenced, with promising levels of silencing recorded for the novel sequences (circa. 80%). The QIMR-
B team has successfully developed and optimized a series of in-house cell models of diabetes and  
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RESEARCH AND DEVELOPMENT (Continued) 
 
Smart siRNA for the Treatment of Diabetes and Obesity (Continued) 
 
obesity in which the novel siRNAs are being screened. This screening has validated novel siRNAs for 
robustness and reproducibility against PreveCeutical's first generation carrier systems, with this now also 
extending to novel siRNA sequences that are undergoing iterative design refinements at Murdoch  
 
University (Perth), which is also expected to be followed by a cell-based screening of gene silencing 
potency at QIMR-B (Brisbane).  Such screening is anticipated to continually refine and optimize the 
composition of the Smart-siRNA library. 
 
The Murdoch University team has diligently scoured all patent and journal article-related literature to identify 
known sequences of the D&O Program’s target gene of interest.  The Murdoch University team has 
produced a table of novel nucleic acid compositions consisting of no less than 150 gene sequences against 
human PTP1B that contrast from those that are already reported and protected by intellectual property 
rights. With this fundamental review of all gene sequences in the literature completed, work is underway 
re-designing these constructs to be applicable to PTP1B gene silencing in rodents (as opposed to humans), 
as all cell-based studies in the current Phase (1-2) are planned in mouse-derived cells, with the final 
preclinical phases (3-4) planned in healthy and diseased (diabetic/obese) mice. 
 
Disulfide Linker Technology in Engineering Analgesic Peptides 
 
This R&D program, which commenced on July 2, 2018, is being conducted to extend the application of the 
disulfide linker technology in engineering pain relieving peptides for moderate to severe pain and 
inflammatory conditions (the “Linker Program”).  The Linker Program involves peptide library synthesis, 
pharmacological evaluation, alongside pharmacokinetic assessment and efficacy determinations in 
appropriate animal models of pain and inflammation.  The Linker Program is being conducted to expand 
and expedite development of lead peptide candidates and facilitate the engagement of experienced 
collaborators to demonstrate proof-of-concept through pharmacological, pharmacokinetic and in vivo 
evaluation in models of pain and inflammation.   
 
A comprehensive review of the literature was undertaken to catalogue known peptide sequences reported 
in the literature that is relevant to our target, from which a large library design of approximately 100 peptides 
was formulated, encompassing a range of natural and non-natural amino acids and design features. These 
constructs were then individually screened in silico for docking and binding affinity to the opioid receptor 
sub-types of interest, and only those with selective binding and high receptor sub-type affinity 
(approximately 50 peptides) will be carried forward for further evaluation and potential synthesis. High 
throughput screening of the 50-peptide library across the main opioid receptor sub-types is now complete, 
with a handful of peptides identified as showing exceptional selectivity for the target receptor sub-type of 
interest, with encouraging potency also recorded. These lead candidates are being further scrutinized in 
silico to facilitate their refined design and the aim of further enhancing potency and biostability. 
 
In parallel, a revised ‘bioresponsive linker’ synthesis protocol was developed to address expected 
bottlenecks in the supply when constructing peptide libraries going forward.  The establishment of a cell-
based assay to evaluate lead peptides in modulating a biomarker of pain has been established, and efforts 
are now underway to streamline this assay to a ‘high throughput’ model, that is capable of robustly 
screening libraries of peptides candidates simultaneously across receptor sub-types.  It is anticipated that 
doing so would enable faster turnaround to the peptides subsequent re-design and synthesis, as dictated 
by cell assay results. 
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RESEARCH AND DEVELOPMENT (Continued) 
 
Disulfide Linker Technology in Engineering Analgesic Peptides (Continued) 
 
Ethics approvals detailing the complete study plan for the screening of lead peptide candidates in animals 
(rat models of pain/inflammation) were drafted, reviewed in-house and final submissions made to UQ’s 
animal ethics committee, and this has subsequently been approved by UQ. 
 
Management has not yet determined whether these programs have a value that is economically 
recoverable, and management continues to evaluate the same to assess whether additional efforts and 
funds should be allocated to such projects. 
 
OVERALL PERFORMANCE 
 
During the year ended December 31, 2018, the Company continued to work on business development and 
financing including: 
 

• Entering into a research and option agreement with UniQuest for the research program regarding 
Disulfide linker technology in engineering analgesic peptides derived from endogenous 
pharmacology on January 23, 2018. 

• Establishing the Company’s subsidiary, PreveCeutical (Australia) in Australia on March 12, 2018. 
• Completing the Stock Split of the Company’s issued and outstanding common shares on the basis 

of five new common shares for each one existing common share, which took effect on 
May 24, 2018. 

• Successfully closing a $0.05 non-brokered private placement for gross proceeds of $6,539,988 on 
June 29, 2018 (the “June 2018 Private Placement”). 

• Engaging consulting companies to assist with its marketing and investor relations efforts. 
• Launching the Company’s medicinal cannabis division. 
• Signing a license agreement for rights to three Health Canada approved products with Asterion 

Cannabis Inc. 
• Planning the manufacturing and production of the Licenced Products under the Licensing 

Agreement with Asterion. 
• Entering into the D&JVA with Asterion. 
• Communicating with investors to raise equity funding for the Company. 

 
As products and therapies are developed through the Company's programs, the Company anticipates that 
it will either enter into strategic partnerships to manufacture and market such products or it will license the 
intellectual property to other companies.   
 
For the year ended December 31, 2018, the Company continued to focus on business development and 
its research programs.  These programs continue to be funded by equity and debt. 
 
As the Company’s revenue income is minimal at this time, the cost of operations and meeting of 
commitments are currently being financed by funding from equity and debt.  To ensure that the Company 
has funding to continue its operation, management has taken a number of steps that are outlined under the 
Liquidity and Capital Resources section.   
 
At December 31, 2018, the Company had a cash balance of $64,329, and working capital of $194.510 
compared to a cash balance of $104,478 and working capital of $1,066,337 at December 31, 2017.  For  
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OVERALL PERFORMANCE (Continued) 
 
the year ended December 31, 2018, the Company’s funding included equity funding with the closing of the 
June 2018 Private Placement.  The short term and long term convertible debts are with related parties of 
the Company. 
 
Selected Financial Information 
 

As at December 31 2018 2017 2016 
    
   Cash (indebtedness) $64,329 $104,478 $(47,036) 
   Total assets $1,902,076 $2,599,660 $207,183 
   Non-current liabilities $3,043,888 $2,639,509 $- 
   Total liabilities $4,187,247 $2,944,000 $503,244 
   Working capital (deficiency) $194,510 $1,066,337 $(298,731) 
   Deficit $21,632,660 $10,482,108 $3,250,223 
   Shareholders' deficiency $2,285,171 $344,340 $296,061 

 
Selected Operating Information 
 

For the year ended December 31 2018 2017 2016 
   Revenues $15,452 $22,234 $31,054 
   Net loss and comprehensive loss $11,884,156 $7,231,885 $3,127,217 
   Net loss per share $0.037 $0.032 $0.016 
    

 
FINANCIAL RESULTS OF OPERATION 
 
During the year ended December 31, 2018, the Company continued its focus on developing its product 
line and identifying, reviewing and commissioning additional products for manufacturing, marketing and 
R&D and on securing additional funding for its operations.  The Company successfully closed the 
June 2018 Private Placement on June 29, 2018, giving the Company added liquidity. 
 
The Company’s deficit at December 31, 2018, of $21,632,660, includes the costs of the reverse takeover 
and listing costs of $2,585,202 incurred in the year ended December 31, 2017, and loss on modification of 
convertible debt in the amount of $1,404,677 recorded during the year ended December 31, 2018.  An 
amount of $4,094 tax receivable was received during the year ended December 31, 2018.  This has been 
recorded under other expenses.  
 
The Company had a net loss and comprehensive loss of $11,884,156 for the year ended December 31, 
2018, compared to $7,231,885 for the year ended December 31, 2017. Revenue for the year ended 
December 31, 2018, was $15,452 compared to $22,234 for the year ended December 31, 2017.   
 
Operating expenses including cost of sales were $6,942,627 for the year ended December 31, 2018, 
compared to $4,515,571 for the year ended December 31, 2017.   
 
Other expenses, other losses, impairment on inventory, income tax recovery, and foreign exchange gain 
on translating foreign operations for the year ended December 31, 2018, was $4,997,3031 compared to 
$2,738,548 for the year ended December 31, 2017.   
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FINANCIAL RESULTS OF OPERATION (Continued) 
 
Other expenses for the year ended December 31, 2018, included accretion expense of $339,837, 
financing cost of $209,237, foreign exchange loss of $41,622, inventory impairment of $53,043 and 
impairment of marketing and promotion prepaids in the amount of $2,775,000.  The other losses are in 
relation to the write-off of consulting fees (the “Consulting Fees”) paid to 12 consultants (each, a 
“Consultant”) pursuant to 12 separate consulting agreements (the “Consulting Agreements”) which the 
Company entered into during 2018.  The Consulting Agreements contemplated that the Consultants 
would provide various consulting services to the Company.  The Consulting Agreements form part of the 
subject matter of (i) an investigation by the British Columbia Securities Commission (the “BCSC Matter”) 
to which the Company, the Consultants and numerous other persons/entities are respondents 
(collectively, the “Respondents”) and (ii) a civil claim filed by the Company in the Supreme Court of British 
Columbia on December 17, 2018, against 14 of the non-reporting issuer Respondents (the “2018 Civil 
Claim”).  Management of the Company does not believe that value-for-money was provided by the 
Consultants for the services under the Consulting Agreements and does not anticipate that the Consulting 
Agreements will be fulfilled.  Accordingly, the total amount of the Consulting Fees were impaired as other 
losses.  This was offset by a reduction in other expenses in the amount of $4,094. 
 
For the year ended December 31, 2017, other expenses included accretion costs of $156,434, financing 
cost of $98,907 and the reverse takeover and listing costs of $2,585,202.  This was offset by a foreign 
exchange gain of $4,997.  
 
The Company recorded a foreign exchange translation gain in the amount of $3,052 and a loss for the 
modification of the convertible debts in the amount of $1,582,658.  This loss related to the reduction in 
conversion price for the convertible debts from $0.10 per share to $0.06 per share, a reduction of $0.04 
per share. 
 
For the year ended December 31, 2018, revenue was $15,452 from online sales of, CELLB9, with a gross 
profit of $10,729.  For the year ended December 31, 2017, the revenue from online sales was $22,234 
with a gross profit of $14,299. 
 
Financing costs for the year ended December 31, 2018, was $209,237 which was $110,330 higher than 
for the year ended December 31, 2017 ($98,907).  The Company’s finance cost and accretion expenses 
were higher for the year ended December 31, 2018, compared to the year ended December 31, 2017, 
as the Company borrowed additional funds to finance its R&D programs and for its operations.  The 
financing costs include accrued interest for the convertible loans in the amount of $209,237 for the year 
ended December 31, 2018 ($95,932 for the year ended December 31, 2017). 
 
The convertible debts bear a simple interest rate of 5%.  At December 31, 2018, the balance for the short-
term convertible debt was $607,978 ($12,196 at December 31, 2017), including the accrued interest 
which was not paid during the period.  The increase of $595,782 was for securing a short term loan from 
the Lenders.  The long-term convertible debt balance, including accrued interest, at December 31, 2018 
was $3,043,888, an increase of $404,379 from December 31, 2017 ($2,639,509 at December 31, 2017). 
The increase was due to additional funding from the Lenders required for the operations of the Company 
and accrual of interest not paid out.  This was offset by $300,000 of the debt being converted to common 
shares during the year ended December 31, 2018.  This debt is classified as long-term debt as the lenders 
have signed a waiver by which there will be no demand on the funds until January 31, 2020.   
  
Expenses for the year ended December 31, 2018, amounted to $6,937,904 which was $2,430,268 higher 
than the year ended December 31, 2017 ($4,507,636).  This increase is related to the following: 
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FINANCIAL RESULTS OF OPERATION (Continued) 
 
• The R&D costs of $2,364,465 for the year ended December 31, 2018, was $1,846,853 higher than 

for the year ended December 31, 2017 ($517,612).  These costs are for the four R&D projects 
previously mentioned, amortization of the R&D Supply Agreement and fees paid for R&D related 
consulting.  As the Company began its R&D programs in the third quarter of 2017, the R&D 
expenses in the year ended December 31, 2017, were much less than in 2018.  

• Share-based compensation for the year ended December 31, 2018, was $1,105,178 compared to 
$1,234,103 for the year ended December 31, 2017, a decrease of $128,925.  This expense was 
for stock options and performance warrants that were vested during the year ended 
December 31, 2018. 

• Business development and investor relations expenses for the year ended December 31, 2018, 
was $279,316 higher than the previous year ($908,055 for the year ended December 31, 2018, 
compared to $628,739 for the year ended December 31, 2017).  The increase is due to investor 
relation services required for accessing additional equity for the Company and developing the 
business to bring additional products to market.  

• Salary, wages and consulting fees were $24,992 higher during the year ended December 31, 2018, 
compared to the year ended December 31, 2017 ($790,916 for the year ended December 31, 2018 
compared to $765,924 for the year ended December 31, 2017).  The increase was related to hiring 
consultants for publicity to garner interest in the Company.  This was offset by decrease in salaries 
during the year ended December 31, 2018. 

• Professional fees for the year ended December 31, 2018, was $664,559 compared to $384,913 for 
the year  ended December 31, 2017. The increases of $279,646 were mostly due to an increase in 
legal costs in relation to preparing and review of the various contracts the Company has entered into 
and for preparation of documents in relation to a TSX Venture Exchange listing application, which, 
at this time, the Company does not intend to complete. 

• Marketing and promotion expenses for the year ended December 31, 2018, was $383,719 compared 
to $154,508 for the year ended December 31, 2017.  The increase of $229,211 was in relation to 
building the Company’s brand awareness. 
 

• Travel, meals and vehicle expenses for the year ended December 31, 2018, was $368,540 
compared to $455,552 for the year ended December 31, 2017, a decrease of $87,012. 
 

• Rent expenses for the year ended December 31, 2018, was $172,763 compared to $124,104 for 
the year ended December 31, 2017.  The increase is in relation to the lease of office space in April 
2017, with rental payments starting in June 2017. A smaller office space was rented prior to April 
2017. 

• Amortization expense for the year ended December 31, 2018, was $36,289 compared to $19,305 
for the year ended December 31, 2017.  This related to the amortization of furniture, equipment 
and leasehold equipment acquired in connection with the Company’s move to its current offices in 
April 2017.  Amortization for the year ended December 31, 2017 was lower by $16,984 as most of 
the assets were purchased during the year 2017. 

• The balance of the expenses for the year ended December 31, 2018, was $143,420 compared to 
$222,876 for the year ended December 31, 2017, a decrease of $79,456. The higher costs in the 
year ended December 31, 2017, was the result of outsourcing (now managed in-house) of 
inventory management ($50,258) and participating in more conferences and events in the year  
ended December 31, 2017, ($38,531).  Other costs for the year ended December 31, 2018, 
included insurance ($36,979 for the year ended December 31, 2018, compared to $16,385 for the 
year ended December 31, 2017) and transfer agent and filing fees of $57,265 for the year 
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FINANCIAL RESULTS OF OPERATION (Continued) 
 

ended December 31, 2018, compared to $51,250 for the year ended December 31, 2017.  These 
costs are in relation to the Company’s status as a reporting issuer. 

 
SUMMARY OF QUARTERLY RESULTS 
 
The following table sets out selected financial information prepared in accordance with IFRS for each of 
the last eight quarters ended December 31, 2018. 

         
 Q4 2018 Q3 2018 Q2 2018 Q1 2018 Q4 2017 Q3 2017 Q2 2017 Q1 2017 

   Revenue $809 $1,017 $11,231 $2,395 $4,038 $10,394 $7,802 $- 
   Loss and comprehensive for the    
period 

$5,732,671 $2,574,065 $2,160,170 $1,417,250 $2,694,048 $1,089,511 $3,080,114 $368,134 

   Basic and diluted loss per share $0.015 $0.007 $0.009 $0.006 $0.055  $0.018  $0.126  $0.009  
   Cash/(bank indebtedness) $64,329 $855,497 $2,859,606 $204,038 $104,478 $489,384 $2,285,821 $150,870 
   Working capital/(deficiency) $194,510 $2,873,475 $4,857,332 $262,418 $1,066,337 $981,179 $2,226,638 ($521,235) 
   Total assets $1,902,077 $4,569,178 $7,531,015 $2,428,429 $2,599,660 $2,059,055 $3,381,506 $410,277 
   Total liabilities $4,187,247 $3,603,699 $4,239,019 $3,841,755 $2,944,000 $2,585,671 $2,734,871 $918,261 
   Deficit $21,632,660 $16,648,069 $14,035,792 $11,899,358 $10,482,108 $7,787,293 $6,698,549 $3,618,435 
   Shareholders' equity (deficiency) $(2,285,171) $965,479 3,391,996 ($1,413,326) ($344,340) ($526,616) $646,635 ($507,984) 

 
The quarterly operating results continue to meet management’s expectations.  The Company continues 
to depend on funding for its operations, including the R&D programs, from equity and debt financing. 
 
Q4 2018 had a higher loss than other quarters due to the impairment of prepaid agreements ($2,775,000) 
and loss on modification of convertible debt ($1,582,658). 
 
The comprehensive loss of $5,732,671 in Q4 2018 is 2,985,582 higher than Q4 2017 ($2,694,048).  The 
increase in Q4 2018 was mostly related to the impairment of the prepaid agreements and loss on 
modification of convertible debt offset by the greater value of stock-based compensation made in Q4 
2017 ($1,234,103) compared to Q4 2018 ($696,517). 
 
The higher comprehensive loss in Q3 2018 compared to the comprehensive loss in Q3 2017 was mostly 
due to higher R&D expenditures costs and higher business development, investor relations, marketing 
and promotions costs in Q3 2018 compared to Q3 2017. 
 
The higher comprehensive loss of $3,080,114 in Q2 2017 included listing costs $2,385,752 in relation to 
the reverse take over. 
 
Q1 2017 comprehensive loss was lower than other quarters as the Company had not started its R&D 
programs, fewer staff and consultant were employed at that time, and there was no share based 
compensation in that quarter. 
 
LIQUIDITY AND CAPITAL RESOURCES  
 
The Company’s revenue was from the sale of CELLB9.  The net income from revenue at this time is 
minimal.  Until the Company starts to market additional products from its R&D programs, it continues to 
depend on equity and debt for funding.   
 
The Company’s plans to develop, brand, manufacture, market and sell the Licensed Sleep-Aid Products.  
Revenue streams are expected to increase when these products are brought to market, bringing additional 
liquidity to the Company. 
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LIQUIDITY AND CAPITAL RESOURCES (Continued) 
 
As at December 31, 2018, the Company had a working capital of $194,510 and cash of $64,329.  As at 
December 31, 2017, there was a working capital of $1,066,337 and a cash balance of $104,478.   
 
As at December 31, 2018, the Company has two lease commitments.  The Company entered into a lease 
with Golden Properties Ltd. for the leasing of office space starting May 1, 2017.  The initial lease period is 
five years with an option to renew for five more years.  On July 1, 2017, the Company entered into a lease 
agreement with Xerox Canada Ltd. for the leasing of equipment for a period of five years. 
 
The annual commitment is as follows: 
 

 Rent Equipment Total 
2019 163,544 4,520 168,064 
2020 164,184 4,520 168,704 
2021 164,184 4,520 168,704 
2022 54,728 2,260 56,988 
    
TOTAL $ 546,640 $ 15,820 $ 562,460 

 
The Company anticipates that it will continue to incur more costs, including R&D and patent filing costs, 
than revenue into next year.  The Company is in the development stage and is primarily focused on 
developing marketable products. 
 
Management continues to take steps to ensure that the Company has funds to pay for its obligations and 
continue its operation.  These include: 
 
1. Securing investment in the Company by way of private placements.    

 
2. With the June 2018 Private Placement, the Company issued 130,799,750 common share purchase 

warrants entitling the holder to purchase one common share of the Company at a price of $0.10 per 
share on or before June 29, 2020.  The exercise of such warrants is dependent primarily on the market 
price and overall market liquidity of the Company’s securities at or near the expiry date of such warrants 
(over which the Company has no control), and therefore there can be no guarantee that any existing 
warrants will be exercised. 

 
3. To cover any shortfall for operational funding and working capital requirements, the Company entered 

into a convertible credit facility agreement with Kimberly Van Deventer (former President and Director 
of the Company) and Stephen Van Deventer (Chief Executive Officer and Director of the Company) 
(the “Lenders”) on December 9, 2016, as amended March 31, 2017 in the principal amount of $2 million.  
Under the terms of the agreement and waiver in respect of same, the amount of outstanding principal 
and accrued interest thereon under the credit facility is convertible, after October 28, 2017, into common 
shares in the capital of the Company at the price of $0.10 per share (amended to $0.06 per share on 
April 20, 2018).  As at December 31, 2018, the Company has drawn $1,719,248 under the agreement, 
which bears simple interest at 5% per annum.  The Lenders have signed a waiver by which there will 
be no demand on the funds until January 31, 2020. 

 
4. On May 9, 2017, the Company entered into an additional convertible credit facility agreement with the 

Lenders in the principal amount of $1 million to be used towards the operations of the Company.  Under 
the terms of the agreement and waiver in respect of same dated December 31, 2017, the amount of 
any outstanding principal and accrued interest thereon under the credit facility is convertible, after 
October 28, 2017, into units, each consisting of one common share in the capital of the Company and 
one common share purchase warrant entitling the holder to purchase one common share in the capital 
of the Company at the price of $0.20 per share for a period of twenty-four months  
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LIQUIDITY AND CAPITAL RESOURCES (Continued) 
 
after the issuance of the units, subject to acceleration.  Funds borrowed under this agreement bear 
simple interest at 5% per annum and are convertible at a price of $0.10 per unit (amended to $0.06 per 
unit on April 20, 2018).  As at December 31, 2018, the Company has drawn $900,500 under this credit 
facility.  The amount can be further increased if required, at the election of the Company.  The Lenders 
have signed a waiver by which there will be no demand on the funds until January 31, 2020. 
 

5. On January 26, 2018, the Company entered into an agreement with the Lenders for $500,000 in the 
form of a convertible promissory note bearing interest at 5% per annum.  The promissory note is due 
on demand.  The principal amount and any accrued interest are convertible into common shares of the 
Company at the option of the Lender at $0.10 per share (amended to $0.06 per unit on April 20, 2018).  
The Company has drawn the full amount of $500,000 under this agreement. 

 
6. On March 28, 2018, the Company entered into a credit facility agreement with its former President, Ms. 

Kimberly Van Deventer for $700,000 (the “March 2018 Credit Facility”).  Under the terms of the March 
2018 Credit Facility, the amount of any outstanding principal and accrued interest thereon under the 
credit facility is convertible into common shares of the Company at the option of Ms. Van Deventer at 
$0.10 per share (amended to $0.06 per unit on April 20, 2018).  The Company has drawn the $265,000 
under March 2018 Credit Facility. 
 

7. The Company is continuing to look into other funding including grants in Australia for R&D. 
 
RELATED PARTY TRANSACTIONS 
 
4. Management 

 
During the year ended December 31, 2018, compensation to management and directors included: 

• Consulting fees in the amount of $100,000 paid to Dr. Harendra Parekh, PreveCeutical’s Chief 
Research Officer. 

• Consulting fees in the amount of $103,437 paid to Dr. Makarand Jawadekar, PreveCeutical’s 
President, Chief Science Officer and Director. 

• Consulting fees in the amount of $127,260 paid to Dr. Maher Khaled, PreveCeutical 
(Australia)’s former Chief Executive Officer. 

• Salary and benefits paid to Shabira Rajan, PreveCeutical’s Chief Financial Officer and 
Controller in the amount of $152,627. 

• Salary and benefits paid to Stephen Van Deventer, PreveCeutical’s Chairman and Chief 
Executive Officer in the amount of $172,935. 

• Payment to Kimberly Van Deventer, PreveCeutical’s former President and director salary in 
the amount of $43,220 and consulting fees in the amount of $80,667 through CGP (as defined 
below). 

 

5. Cornerstone Global Partnership Inc. ("CGP") 
 
CGP is a corporation owned by the Company’s Chief Executive Officer and Chairman, Mr. Stephen 
Van Deventer and the Company’s former President, Ms. Kimberly Van Deventer. 
 
A short-term loan of $105,000 was made to the Company by CGP in January 2016 which was payable 
for the exclusive right and license to use CGP’s property including, but not limited to trademarks, 
intellectual property, URL’s and the use of the property on packing, promotional and advertising 
material associated with the Company’s business.  
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RELATED PARTY TRANSACTIONS (Continued) 
 
2. Cornerstone Global Partnership Inc. ("CGP") (Continued) 
 

On June 28, 2018, the Company repaid the callable debt and outstanding interest payable. The amount 
repaid was $77,705, which consisted of $70,000 principal and $7,705 in accrued interest.  Interest 
accrued for the year ended December 31, 2018, was $1,503.  For the year ended December 31, 2017, 
$2,975 interest was accrued and the balance of loan including accrued interest at that date was 
$76,202. 
 
Royalties payable to CGP in the amount of $361 was accrued for the year ended December 31, 2018. 
 

3. Short term loan 
 
The Company’s former President Ms. Kimberly Van Deventer advanced a temporary loan in the amount 
of $280,000 to the Company on June 11, 2018.  For the year ending December 31, 2018, $460 interest 
(5% simple interest) was accrued.  
 
The temporary loan’s principal amount of $280,000 was repaid on July 12, 2018, and interest up to 
July 12, 2018, amounting to $1,227 was paid on August 7, 2018. 
 

4. Convertible loan (Credit Facility Agreements) 
 
Credit facility agreements were entered into with the Lenders for funding of the Company’s working 
capital shortfall.  The initial agreement was entered into on December 9, 2016, and amended on 
March 31, 2018, in the principal amount of $2 million (the “December 2016 Debt”).  Pursuant to an 
assignment and assumption agreements entered into between the Lenders, the Company and two 
arms-length third parties, $300,000 ($280,752 principal and $19,248 interest) of the December 2016 
Debt was converted, on June 5, 2018, to common shares of the Company at a price of $0.06 per share. 

 
For the year ended December 31, 2018, accrued interest under this facility, at a 5% simple interest rate 
per annum, amounted to $91,738 ($79,949 for the year  ended December 31, 2017). This facility is 
categorized as long-term debt as the lenders have signed a waiver by which there will be no demand 
on the funds until January 31, 2020. 
 
The Company entered into a second credit facility agreement with the Lenders in the amount of 
$1 million on May 9, 2017, to cover additional operational costs.  For the year ended December 31, 
2018, accrued interest under this credit facility, at a 5% simple interest rate per annum, amounted to 
$45,025 ($15,283 for the year ended December 31, 2017).  This facility is categorized as long-term 
debt as the lenders have signed a waiver by which there will be no demand on the funds until 
January 31, 2020. 
 
The Company entered into an agreement with the Lenders in the amount of $500,000 on January 26, 
2018, to cover additional research, development and operational costs.  For the year ended December 
31, 2018, accrued interest under this credit facility, at a 5% simple interest rate per annum, amounted 
to $23,288.   
 
The Company entered into a credit facility agreement with the former President of the Company, Ms. 
Kimberly Van Deventer in the amount of $700,000 on March 28, 2018, to cover additional operational 
costs.  For the year ended December 31, 2018, accrued interest under this credit facility, at a 5% simple 
interest rate per annum, amounted to $27,975.  
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CHANGES IN ACCOUNTING POLICIES 
 
The accounting policies applied in the preparation of the consolidated financial statements are disclosed in 
Note 4 of the Company’s annual consolidated financial statements for the year ended December 31, 2018.  
 
IFRS 9 Financial Instruments 
 
On January 1, 2018, the Company adopted IFRS 9 – Financial Instruments (“IFRS 9”) which replaced IAS 
39 – Financial Instruments: Recognition and Measurement. IFRS 9 provides a revised model for recognition 
and measurement of financial instruments and a single, forward-looking ‘expected loss’ impairment model. 
IFRS 9 also includes significant changes to hedge accounting. The standard is effective for annual periods 
beginning on or after January 1, 2018. The Company adopted the standard retrospectively.  
 
The following summarizes the significant changes in IFRS 9 compared to the current standard:  
 
• IFRS 9 uses a single approach to determine whether a financial asset is classified and measured at 

amortized cost or fair value. The classification and measurement of financial assets is based on the 
Company’s business models for managing its financial assets and whether the contractual cash flows 
represent solely payments for principal and interest. The change did not impact the carrying amounts 
of any of the Company’s financial assets on the transition date. Prior periods were not restated, and no 
material changes resulted from adopting this new standard.  

 
• The adoption of the new “expected credit loss” impairment model under IFRS 9, as opposed to an 

incurred credit loss model under IAS 39, had no impact on the carrying amounts of our financial assets 
on the transition date. The Company’s receivables are materially recoverable input tax credits 
receivable from the government of Canada and Australia. 

 
IFRS 15 Revenue from Contracts with Customers 
 
On January 1, 2018, the Company adopted IFRS 15 – Revenue from Contracts with Customers (“IFRS 
15”). IFRS 15 specifies how and when revenue should be recognized as well as requiring more informative 
and relevant disclosures. The standard supersedes IAS 18 Revenue, IAS 11 Construction Contracts, and 
a number of revenue-related interpretations. Application of the standard is mandatory and it applies to 
nearly all contracts with customers: the main exceptions are leases, financial instruments and insurance 
contracts. The adoption of IFRS 15 did not have an impact on the Company’s consolidated financial 
statements.  
 
Standards issued or amended but not yet effective   
 
IFRS 16 Leases  
 
IFRS 16 is a new standard that sets out the principles for recognition, measurement, presentation and 
disclosure of leases, including guidance for both parties to a contract, the lessee and the lessor. The new 
standard eliminates the classification of leases as either operating or finance leases, as is required by IAS 
17 Leases, and instead introduces a single lessee accounting model. IFRS 16 is effective for annual periods 
beginning on or after January 1, 2019. The Company is in the process of evaluating the impact of IFRS 16 
on the consolidated financial statements to consider office space leases. 
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CHANGES IN ACCOUNTING POLICIES (Continued) 
 
Standards issued or amended but not yet effective  (Continued) 
 
IFRIC 23 Uncertainty Over Income Tax Treatments  
 
IFRIC 23 clarifies how to apply the recognition and measurement requirements in IAS 12 when there is 
uncertainty over income tax treatments. It is effective for annual periods beginning on or after January 1, 
2019, with early adoption permitted. The Company does not expect that the adoption of this standard will 
have a material effect on the Company’s consolidated financial statements. 
 
Please refer to Note 3 of the December 31, 2018, financial statements on www.sedar.com for a 
comprehensive list of the accounting policies not yet adopted during the current year. 
 
OUTSTANDING SHARE DATA 
 
As at December 31, 2018:  

(i) the Company had 390,188,905 common shares issued and outstanding;   
(ii) the Company had 170,205,750 common share purchase warrants outstanding; 
(iii) the Company had 6,301,600 broker common share purchase warrants outstanding; and 
(iv) the Company had 38,069,744 stock options and supplier agreement optionsoutstanding. 

 

As at April 17, 2019: 
(i) the Company had 396,448,905 common shares issued and outstanding;   
(ii) the Company had 176,305,750 common share purchase warrants outstanding; 
(iii) the Company had 6,685,600 broker common share purchase warrants outstanding; and 
(iv) the Company had 31,167,855 stock options and supplier agreement options outstanding. 

 
FINANCIAL INSTRUMENTS 
 
The Company, through its financial assets and liabilities, is exposed to various risks.  The following analysis 
provides descriptions and measurement of the significant risks as at December 31, 2018: 
 
Interest Rate Risk 
 
The Company is funded by equity and debt.  As the current debt is with the Company’s related parties and 
is at a fixed simple interest rate there is no current impact on interest rate fluctuations and the Company 
considers interest rate risk on outstanding loans not to be significant. 
 
Liquidity Risk 
 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become 
due, or can only do so at an excessive cost.  
 
The Company manages its liquidity risk by maintaining adequate financing from related party facilities, 
forecasting cash flows from operations and anticipated investing and financing activities.  The Company’s 
objective in managing liquidity risk is to maintain sufficient readily available reserves in order to meet its 
liquidity requirements. 
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FINANCIAL INSTRUMENTS (Continued) 
 
Liquidity Risk (Continued) 
 
As at December 31, 2018, the Company had working capital of $194,510 compared to the working capital 
at December 31, 2017, of $1,066,337.  This included cash of $64,329 ($104,478 at December 31, 2017)  
 
available to meet short-term business requirements and current liabilities of $1,143,359 ($304,491 at 
December 31, 2017). 
 
December 31, 2017).  The Company’s accounts payable and accrued liabilities have contractual maturities 
of less than 30 days and are subject to normal trade terms.  The callable debt and convertible debt are due 
on demand. 
 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the 
Company as at December 31, 2018: 
 

  1 year  2 to 3 years  Total 
Accounts payable and accrued liabilities $ 535,381 $ - $ 535,381 
Convertible debt – short-term   607,978  -  607,978 
Convertible debt – long-term   -  3,043,888  3,043,888 

 $ 1,143,359 $ 3,043,888 $ 4,187,247 
 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the 
Company as at December 31, 2017: 
 

  1 year  2 to 3 years  Total 
Accounts payable and accrued liabilities $ 198,485 $ - $ 198,485 
Callable debt   76,202  -  76,202 
Convertible debt – short-term   12,196  -  12,196 
Government remittances payable  17,608  -  17,608 
Convertible debt – long-term   -  3,185,442  3,185,442 
 $ 307,520 $ 3,185,442 $ 3,490,433 

 
Credit Risk 
 
Credit risk is the risk of an unexpected loss if a counterparty to a financial instrument fails to meet its 
contractual obligations.  The Company’s cash is held by large Canadian financial institutions.  The Company 
considers its credit risk on cash and accounts receivable not significant. 
 
Fair Values 
 
The Company’s financial instruments classified as level 1 in the fair value hierarchy are cash, accounts 
receivable, accounts payable and accrued liabilities and their carrying values approximate the fair values 
due to their short-term nature. The convertible debt is classified as level 3. 
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RISKS AND UNCERTAINTIES 
 
In conducting its business, the Company faces a number of risks and uncertainties related to its operations, 
some of which are beyond its control.  Such risks include, but are not limited to: 
 

• The industry is capital intensive and subject to fluctuations in market sentiment, foreign exchange 
and interest rates. 

• The only sources of future funds for further product development and marketing which are presently 
available are funding from equity capital and debt.  Management has been successful  

• in accessing the equity markets during the year, but there is no assurance that such sources will 
be available on acceptable terms in the future. 

• Any future equity financings for the purpose of raising additional capital may result in substantial 
dilution to the holdings of existing shareholders.  The Company cannot predict the size of future 
sales and issuances of equity securities, convertible securities to equity securities or the effect, if 
any, that future sales and issuances of equity securities or convertible securities will have on the 
market price of the Company’s common shares.  Sales or issuances of a substantial number of 
equity securities or convertible securities, or the perception that such sales could occur, may 
adversely affect prevailing market prices for the Issuer's common shares.  With any additional sale 
or issuance of equity securities, investors will suffer dilution of their voting power and may 
experience dilution in their earnings per common share, and further suffer such dilution upon the 
conversion of convertible securities into equity. 

• The Company’s intention is to make its products available for sale globally.  As such, operations 
are subject to political risk due to political, economic, social and other uncertainties, including the 
risk of civil rebellion, nationalization, land ownership disputes, renegotiation or termination of 
existing and future contracts, permits or other agreement, changes in laws or taxation policies, 
currency exchange restrictions and changing political conditions. 

• The Company’s continued operations require licenses from various parties and governmental 
authorities. There is no assurance that the Company will be successful in obtaining or maintaining 
the necessary licenses and permits to continue with its development and commercialization 
activities or that current licenses will remain in force as granted. 

• While management believes that control over the Company’s bank accounts and assets is 
adequate, there is an internal control weakness in respect of a lack of segregation of duties, and 
therefore a risk of management override of controls and procedures. It is management’s opinion 
that these weaknesses in internal controls over financial reporting are inherently related to the small 
size of the Company. 

• The Company holds certain licensing rights to existing patents including the Mikaelian Polarization 
technology (as it pertains to polarized scorpion venom solution) and the Licensed Sleep-Aid 
Products and the method for making and administering the same, but cannot guarantee continued 
access to the patent rights, as the Company does not hold the rights.  Failure to obtain continued 
access to the rights could limit the Company’s ability to produce its products, which could have a 
material adverse effect on the Company’s business.  

• The Company will continue to outsource the manufacture of its products, including the Licensed 
Sleep-Aid Products, to third parties.  Such third-parties in turn source raw materials in order to 
produce the Company’s products.  The availability of raw materials, as well as variations in the 
price of raw materials may, therefore, increase the Company’s operating costs.  The subsequent 
effect on the Company’s operating profit margins depends on, among other things, the Company’s 
ability to increase the prices of its finished products in the context of a competitive market.  
Fluctuations in raw material prices may therefore increase or decrease the Company’s  
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RISKS AND UNCERTAINTIES (Continued) 
 

operating profit margins.  Price increases may also result in downward pressure on sales volume.  
Furthermore, the Company’s third-party manufacturer(s) will be competing with other producers 
and manufacturers to secure raw materials, and such producers or manufacturers may, because 
of a variety of factors, including but not limited to their relationships with suppliers, size, and 
competitive position within the industry, be able to secure raw materials before the Company’s 
manufacturer(s) could secure such material, or may push the prices of raw materials higher 
because of such producers’ or other manufacturers’ demand for raw materials that the Company 
also requires.  Potential delays in the Company’s or any of its third-party manufacturers’ ability to 
secure raw materials could undermine the Company’s commitments to produce and deliver its 
products to distributors, which could undermine market share, revenue, and subsequently, 
profitability. 

• In both domestic and foreign markets, the formulation, manufacturing, packaging, labelling, 
distribution, advertising, importation, exportation, licensing, sale and storage of the Company's 
products are affected by extensive laws, governmental regulations, administrative determinations, 
court decisions and other similar constraints.  Such laws, regulations and other constraints may 
exist at the federal, provincial/state or local levels in Canada, Australia, the United States and at all 
levels of government in foreign jurisdictions.  There can be no assurance that the Company or any 
of its distributors are in compliance with all of these regulations.  The failure of the Company or its 
distributors to comply with these regulations or new regulations could disrupt the sales of the 
Company's products (either existing or in development) could lead to the imposition of significant 
penalties or claims and could negatively impact the Company's business.  The adoption of new 
regulations or changes in the interpretations of existing regulations may result in significant 
compliance costs or discontinuation of product sales and may negatively impact the marketing of 
the Company's products, resulting in significant loss of sales revenues. 

• The Company has no significant history of earnings and, due to the nature of the Company's 
business, there can be no assurance that the Company will be profitable.  The continued operation 
of the Company and the ability of the Company to execute its current and future business plans will 
be dependent upon its ability to generate operating revenues and to procure additional financing.  
There can be no assurance that any such revenues can be generated or that other financing can 
be obtained.  If the Company is unable to generate such revenues or obtain such additional 
financing, any investment in the Company may be lost.  In such an event, the probability of resale 
of the securities purchased would be diminished.  While the Company may generate additional 
working capital through further equity offerings, there is no assurance that any such funds will be 
available on terms acceptable to the Company, or at all.  If available, future equity financing may 
result in substantial dilution to current shareholders.  At present, it is impossible to determine what 
amounts of additional funds, if any, may be required. 

• The markets for nutrient and health-related products are characterized by evolving regulatory and 
industry standards, changes in consumer tastes, needs, habits, and frequent new product 
introductions and enhancements within the industry.  The introduction of products embodying new 
technologies or substances and the emergence of new industry standards and service offerings 
could render the Company’s existing products and products currently under development obsolete 
or undermine the Issuer's ability to successfully compete with such other products.  The Company’s 
success will largely depend upon its ability to evolve its products and services to sufficiently keep 
pace with technological and regulatory developments (domestically and in foreign jurisdictions) and 
respond to the needs of its existing and prospective customers.  Failure to anticipate or respond 
adequately to technological developments or future customer or regulatory requirements, or any 
significant delays in product development or introduction, could damage the Company’s 
competitive position in the market place and affect current and/or future commercialization plans.  
There can be no assurance that the Company will be successful in  
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RISKS AND UNCERTAINTIES (Continued) 
 

developing and marketing new products or product enhancements or service offerings on a timely 
basis. 

• The development of new products and strategies is a costly, complex and time-consuming process, 
and the investment in R&D, technology product development and marketing often involve a 
prolonged time until a return is achieved on such an investment.  The Company has made, and will 
continue to make, significant investments in R&D, technology and related product opportunities.  
Investments in new products are inherently speculative and risky.  While the Company will continue 
to dedicate a significant amount of resources to its development efforts in order to maintain a 
competitive position in the market, significant revenue from such investments may not be achieved 
for a prolonged period of time, if at all.  Moreover, new products and services may not be profitable, 
and even if they are profitable, operating margins for new products and services may not be as 
lucrative as the margins the Company has anticipated. 

• The Company may become party to litigation from time to time in the ordinary course of business, 
which could adversely affect its business.  Should any litigation in which the Company becomes 
involved be determined against the Company such a decision could adversely affect the 
Company’s ability to continue operating and the market price for the Company’s shares, and could 
use significant resources.  Even if the Company is involved in litigation and wins, litigation may 
redirect significant Company resources.  Litigation may also create a negative perception of the 
Company’s brand.  As set out above, the British Columbia Securities Commission is conducting an 
investigation in relation to the BCSC Matter and the Company has filed the 2018 Civil Claim in the 
Supreme Court of British Columbia.  The timeline and potential outcome of each of the BCSC 
Matter and the 2018 Civil Claim remain uncertain and could potentially negatively impact the 
business of the Company. 

 
Should one or more of these risks and uncertainties materialize, or should underlying assumptions prove 
incorrect, then actual results may vary materially from those described in any forward-looking statements. 
 
SUBSEQUENT EVENTS 
 
On February 11, 2019, the Company issued 6,100,000 units in the Company’s capital at a price of $0.05 
per unit through a non-brokered private placement offering for gross proceeds of $305,000.  Each unit was 
comprised of one common share in the capital of the Company and one common share purchase warrant, 
each warrant entitling the holder to purchase one additional common share in the capital of the Company 
at a price of $0.08 per share for a period of two years from the issuance date, subject to acceleration.  In 
connection with the private placement, the Company paid aggregate finder’s fees consisting of $15,200 in 
cash, 160,000 shares and 384,000 non-transferrable finder’s warrants.   
 
On February 11, 2018, in connection with the abovementioned private placement offering, the Company 
(i) paid an aggregate cash finder’s fee of $15,200 and (ii) issued to certain finders 160,000 common shares 
in the capital of the Company to certain finders and 384,000 finder’s warrants, each finder’s warrant being 
exercisable for one common share of the company at a price of $0.08 per share for a period of two years 
from the issuance date, subject to acceleration.   
 
On February 13, 2019, Mr. Stephen Van Deventer resigned as the Company’s President and Dr. Makarand 
Jawadekar was appointed as the Company’s President.  Dr. Jawadekar will also continue as the Chief 
Science Officer and as a director of the Company.  Mr. Stephen Van Deventer will continue to serve as 
Chairman and CEO of the Company. 
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SUBSEQUENT EVENTS (Continued) 
 
On March 28, 2019, the Company and Kimberley Van Deventer entered into an amendment agreement, 
whereby the maturity date of the March 2018 Credit Facility was extend by one (1) year, from March 29, 
2019 to March 29, 2020. 
 
Other 
 
Additional information regarding the Company is available on the Company’s website at 
www.preveceutical.com.  Additional information relating to the Company, including other continuous 
disclosure documents required by the securities regulators, is filed on System for Electronic Document 
Analysis and Retrieval (SEDAR) and can be accessed electronically at www.sedar.com.   
 
The effective date of this report is April 17, 2019. 
 
 
 



 

 

SCHEDULE "D" 
 

Management discussion and analysis (MD&A) for period ended March 31, 2020 
 
See attached
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The following management’s discussion and analysis (“MD&A”) of the financial condition and results of 
operations of PreveCeutical Medical Inc. (“PreveCeutical” or the “Company”) and its subsidiary, 
PreveCeutical (Australia) Pty Ltd. (“PreveCeutical (Australia)”) constitutes management’s review of the 
factors that affected the Company’s financial and operating performance for the three months ended March 
31, 2020.  This MD&A has been prepared in compliance with the requirements of National Instrument 51-
102 – Continuous Disclosure Obligations.  In the opinion of management, all adjustments (which consist 
only of normal recurring adjustments) considered necessary for a fair presentation have been included.  
The results for the period presented, are not necessarily indicative of the results that may be expected for 
any future period. 
 
This MD&A should be read in conjunction with the condensed consolidated interim financial statements, 
including the notes thereto, of the Company for the three months ended March 31, 2020 and 2019 and the 
audited consolidated financial statements for the year ended December 31, 2019. 
 
The accompanying condensed consolidated interim financial statements are unaudited and have been 
prepared in accordance with International Accounting Standard (“IAS”) 34 Interim Financial Reporting using 
accounting policies consistent with International Financial Reporting Standards (“IFRS”), as issued by the 
International Accounting Standards Board (“IASB”).  These condensed consolidated interim financial 
statements do not include all of the information required for full annual financial statements.  These 
condensed consolidated interim financial statements should be read in conjunction with the annual 
consolidated financial statements for the year ended December 31, 2019. 
 
These condensed consolidated interim financial statements, together with the following MD&A, are 
intended to provide investors with a reasonable basis for assessing the financial performance of the 
Company as well as potential future performance. 
 
Results are reported in Canadian dollars unless otherwise noted. 
 
For the purposes of preparing this MD&A, management, in conjunction with the Company’s board of 
directors (the "Board of Directors"), considers the materiality of information.  Information is considered 
material if: 
 

(i) such information results in, or would reasonably be expected to result in, a significant change 
in the market price or value of PreveCeutical’s common shares; 

(ii) there is a substantial likelihood that a reasonable investor would consider it important in making 
an investment decision; or 

(iii) it would significantly alter the total mix of information available to investors. Management, in 
conjunction with the Board of Directors, evaluates materiality with reference to all relevant 
circumstances, including potential market sensitivity. 

 

Management is responsible for the preparation and integrity of the condensed consolidated interim financial 
statements, including the maintenance of appropriate information systems, procedures and internal 
controls.  Management is also responsible for ensuring that information disclosed externally, including the 
condensed consolidated interim financial statements and this MD&A, is complete and reliable. 
 
FORWARD-LOOKING STATEMENTS 
 
This MD&A contains forward-looking statements and forward-looking information (collectively, “forward-
looking statements”) within the meaning of applicable Canadian and U.S. securities laws.  All statements, 
other than statements of historical fact, included herein, including, without limitation, statements regarding 
the Company’s and PreveCeutical (Australia)’s, as applicable, future cash requirements, general business 
and economic conditions, the details of the Company’s research programs, the proposed research and 
development services to be provided by UniQuest (as defined below), the anticipated business plans of the  
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FORWARD-LOOKING STATEMENTS (Continued) 
 
Company regarding the foregoing, the ability of the Company to bring its products to market, including a 
synthesized, Nature Identical™, version of CELLB9, the timing of future business activities and the 
prospects of their success for the Company, and the Company’s ability and success in executing its 
proposed business plans, are forward-looking statements. Although the Company believes that such 
statements are reasonable, it can give no assurance that such expectations will prove to be correct. Often, 
but not always, forward-looking information can be identified by words such as “will”, “pro forma”, “plans”, 
“aims”, “expects”, “may”, “should”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates”, 
“believes”, “potential” or variations of such words including negative variations thereof, and by discussions 
of strategy or intentions. Forward-looking statements involve known and unknown risks, uncertainties and 
other factors which may cause the Company’s actual results or achievements to be materially different from 
any future results or achievements expressed or implied by such forward-looking statements. Such risks 
and other factors include, among others, the ability of the Company to obtain sufficient financing to fund its 
business activities and plans, the inability of the Company, UniQuest, Asterion (as defined below) or 
PreveCeutical (Australia) to, among other things, complete the Company’s research programs as planned, 
the inability of the Company to generate revenue through its products, including through the sale of the 
Licensed Sleep-Aid Products (as defined herein), the inability of the Company or PreveCeutical (Australia) 
to obtain any required governmental, regulatory or stock exchange approvals (including Canadian 
Securities Exchange (the “CSE”) approval), permits, consents or authorizations required to carry out any 
planned future activities, commercialise any therapeutics from the Company’s research programs, pursue 
business partnerships or complete its research programs as planned, risks related to joint venture 
operations and risks related to the integration of acquisitions, as well as those factors discussed under the 
heading “Risks and Uncertainties”. Other factors such as general economic, market or business conditions 
or changes in laws, regulations and policies affecting he biotechnology, medicinal cannabis or 
pharmaceutical industry, may also adversely affect the future results or performance of the Company. 
 
The Company cautions investors that any forward-looking statements by the Company are not guarantees 
of future performance and that actual results are likely to differ, and may differ materially and adversely, 
from those expressed or implied by forward-looking statements contained in this MD&A.  Forward-looking 
statements are made based on management’s beliefs, estimates and opinions on the date the statements 
are made and such beliefs, estimates and opinions may prove incorrect. For the reasons set out above, 
investors are cautioned against attributing undue certainty or placing undue reliance on to forward-looking 
statements. 
 
DATE 
 
This MD&A reflects information available as at June 1, 2020. 
 
CORPORATE STRUCTURE 
 
Name, Address and Incorporation 
 
PreveCeutical Medical Inc., was incorporated under the Business Corporations Act (British Columbia) on 
December 15, 2014. 
 
The Company’s head office is located at 1177 West Hastings Street, Suite 2200, Vancouver, British 
Columbia, V6E 2K3, Canada and its registered and records office is located at 1040 West Georgia Street, 
Suite 1170, Vancouver, British Columbia, V6E 4H1, Canada. 
 
The Company has a wholly-owned private Australian subsidiary, PreveCeutical (Australia), incorporated in 
Queensland, Australia, on March 12, 2018. 
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CORPORATE STRUCTURE (Continued) 
 
Security Listings 
 
PreveCeutical’s securities are listed on the CSE under the symbol “PREV”. 
 
In addition to being listed on the CSE, the Company has its common shares listed for trading on the 
Frankfurt Stock Exchange under the symbol "18H" and on the OTCQB venture marketplace under the 
symbol "PRVCF". 
 
Share Structure 
 
At the annual general and special meeting of shareholders of the Company held on May 14, 2018, the 
shareholders passed a special resolution approving the subdivision of the Company’s issued and 
outstanding common shares on the basis of five (5) new post-subdivision common shares for every one (1) 
pre-subdivision common share (the "Stock Split"). The Stock Split was approved by the Board of Directors 
on May 15, 2018. 
 
The Company’s common shares began trading on an ex-distribution basis on May 23, 2018. Each 
shareholder of record as of the close of business on the record date, May 24, 2018, received four additional 
common shares for each share held on the record date. 
 
All of the Company’s common shares and other securities and exercise prices included in the consolidated 
financial statements for the years ended December 31, 2019 and 2018, and this MD&A are reported on a 
post-Stock Split basis. 
 
DESCRIPTION OF BUSINESS 
 
PreveCeutical is a health sciences company that develops innovative options for preventive and curative 
therapies utilizing organic and nature identical products. The Company intends to secure the market share 
through a business to business strategy with the aim to build an extensive library of intellectual properties 
and enter into joint venture, development and licensing agreements with leaders in the pharmaceutical and 
cannabis industries. 
 
PreveCeutical had one product for sale, the CELLB9® Immune System Booster. The CELLB9 inventory on 
hand was impaired during the year ended December 31, 2018, due to the expiration of the product. 
PreveCeutical has temporarily discontinued its sale of CELLB9 due to supply issues and its intention is to 
create a synthesized, Nature Identical™, version of the CELLB9 product as part of its stabilization of Blue 
Scorpion Venom (the “BSV”) research program, which is discussed further below. 
 
The Company expects to have revenue when it brings additional products to the market.  The Company is 
working with its reseach team and its Chief Scientific Officer on the development and commercialization of 
certain products that are currently being researched by the Company.  The Company is also actively looking 
at other products that it can bring to market. 
 
The Company signed a licensing agreement (the “Licensing Agreement”) on August 14, 2018, with Asterion 
Cannabis Inc.  (“Asterion”). Under the Licensing Agreement, Asterion has granted the Company a non-
exclusive worldwide license to use, manufacture, distribute and sell three natural health products, “Blissful 
Sleep” (NPN 80065538), “Blissful Sleep Ex” (NPN 80070168), and “Skullcap Serenity” (NPN 80067446) 
(collectively, the “Licensed Sleep-Aid Products”). 
 
The Licensing Agreement gives the Company a right to use Asterion’s intellectual property to make or have 
made, use, distribute, sell, offer to sell and promote the Licensed Sleep Aid Products for an initial term of  
five years, renewable for five consecutive one-year terms. Pursuant to the Licensing Agreement, 
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DESCRIPTION OF BUSINESS (Continued) 
 
PreveCeutical will pay to Asterion a royalty equal to 20% of the gross sales from the Licensed Sleep Aid 
Products sold by PreveCeutical. 
 
Medicinal Cannabis Division 
 
The Company launched its medicinal cannabis division in July 2018.  This division is responsible for 
bringing medicinal cannabis-based products to market and overseeing the Company’s cannabinoid (“CBD”) 
Program for the soluble gel (“Sol-gel”) delivery of CBDs (the “CBD Program”). 
 
On September 26, 2018, the Company entered into a development and joint venture agreement 
(the “D&JVA”) with Asterion to form a joint venture (the “Joint Venture”), whereby PreveCeutical will assist 
Asterion in the development of a range of medicinal cannabis-based products through various research 
and development (“R&D”) programs.  Pursuant to the D&JVA,  
 

(i) Asterion will be responsible for all costs related to the R&D programs adopted by the Joint 
Venture;  

(ii) the intellectual property (“IP”) and products developed by the Joint Venture during the term of 
the D&JVA will be owned 80% by Asterion and 20% by PreveCeutical; and  

(iii) PreveCeutical will receive 20% of the net revenues generated from the IP and sale of products 
developed by the Joint Venture under the D&JVA. 

 
There were no transactions in relation to the D&JVA during the three months ended March 31, 2020 and 
three months ended March 31, 2019. 
 
On July 8, 2019, the Company and Asterion entered into an option to purchase agreement (the "Option 
Agreement"), whereby the Company granted to Asterion the right and option (the "Option") to purchase up 
to 51% of the Company's right, title and interest in and to certain intellectual property rights relating to the 
Company's sol-gel nasal IP. 
 
To exercise the Option, Asterion will be required to make a series of cash payments to the Company in the 
aggregate amount of $2,652,000 as follows: 
 

Payment Date Payment Amount (CAD) Earned Interest (%) 
Effective Date $325,000  

(paid) 
6.25% 

July 22, 2019(1) $325,000 
 (paid) 

12.50% (additional 6.25%) 

August 22, 2019(1) $325,000  18.75% (additional 6.25%) 
September 22, 2019(1) $390,000 26.25% (additional 7.50%) 
October 22, 2019 $390,000 33.75% (additional 7.50%) 
November 22, 2019 $390,000 41.25% (additional 7.50%) 
December 22, 2019 $507,000 51.00% (additional 9.75%) 

TOTAL: $2,652,000 51% 
 

Note: 
(1) As at March 31, 2020, the Company has received $695,995 under the Option Agreement. $42,850 

was received during the three months ended March 31, 2020.  The Company has waived its right 
to deliver a termination notice to Asterion in respect of the termination of the Option Agreement as 
a result of such late payments until June 15, 2020. 
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DESCRIPTION OF BUSINESS (Continued) 
 
Medicinal Cannabis Division (Continued) 
 
By making all of the above cash payments to the Company, Asterion will be deemed to have exercised the 
Option in full; provided that prior to the exercise of the Option in full, Asterion will be deemed for all purposes 
to have acquired the various interests in and to the Sol-Gel IP, upon making the corresponding payment 
amounts to the Company as set forth in the above table. Upon the earlier of ten days after the date of the 
exercise by Asterion of the Option in full and December 22, 2019, the Company and Asterion will be deemed 
to have entered into a joint venture for the continued development and commercialization of the Sol-Gel IP.   
 
Prior to the earlier of ten days after the date of the exercise of the option in full by Asterion and December 
22, 2019, the Company has the right to buy-back all of the earned interest earned by Asterion to the date 
of the buy back for an amount equal to 150% of the aggregate amount of all cash payments made by 
Asterion. The Company has to provide a written notice to Asterion of the buy-back intention. 
 
Agreements with Asterion are considered to be a related party transactions as a director and executive 
officer of the Company is a control person of Asterion. 
 
COVID-19 IMPACT 
 
On March 11, 2020, the World Health Organization (“WHO”) declared COVID-19 viral disease a pandemic.  
As of May 2020, the virus has spread to 188 countries with travel bans and restrictions implemented in 
many countries combined with social distancing measures to slow COVID-19 spread and flatten the 
epidemiological curve. 
 
This pandemic has disrupted the worldwide economy and the global financial markets, affecting several 
businesses, including in Canada.   The uncertainty of its duration has significantly affected the ability to 
raise capital.  As the Issuer is currently dependent on equity and debt financing, this uncertainty and 
financial market disruption may impact the Issuer’s ability to raise funds. 
 
The global outbreak of COVID-19 continues to evolve rapidly. The extent to which COVID-19 may impact 
the Company’s business and operations will depend on future developments, including the duration of the 
outbreak, travel restrictions and social distancing in Canada and other countries, the effectiveness of 
actions taken in Canada, the United States and other countries to contain and treat the disease. 
 
The Company is closely monitoring the impact on its operations and related emerging risks and is taking 
steps to address the impact and risks.  This includes reducing its burn rate by staff lay-off and deferring 
paying salaries to the remaining staff.  The Company is also looking at innovative therapies to address 
COVID-19, including possible viral prevention using CBD Sol-gel. It is looking into funding from various 
government agencies to fund this possible initiative. 
 
The Company has received a loan from CIBC under the Canada Emergency Business Account (CEBA) 
program for its operations (described under Subsequent Events). 
 
Risks related to COVID-19 are more fully set out under “Risk and Uncertainties”. 
 
RESEARCH AND DEVELOPMENT 
 
The Company currently has a number of ongoing R&D projects through which it plans to bring an array of 
innovative therapies to market. Four of the Company’s R&D projects outlined below are currently being 
conducted by its research partner, the University of Queensland (“UQ”) and UniQuest Pty Limited 
(“UniQuest”). The Company has also entered into a joint venture project with Sports1 Marketing Inc. to 
develop a new sports drink that aims to assist sports players in recovering from concussions. 
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RESEARCH AND DEVELOPMENT (Continued) 
 
The R&D projects that are conducted in Australia are managed by PreveCeutical (Australia) providing the  
Company with better access to expertise and partnerships for its drug development programs. Australia 
has specialized hospitals with preeminent clinical trial capabilities as well as the diverse patient populations 
needed for the range of products that PreveCeutical is currently developing.  
 
The isolation restrictions imposed by the current COVID-19 pandemic has had some impacted in the 
progress of the research.   
 
Following are the Company’s current research and development projects: 
 
Stabilisation of Blue Scorpion Venom 
  
The Company undertook the research of the stabilization of the BSV program which was conducted by its 
research partners at the University of Queensland (“UQ”) and UniQuest Pty Limited (“UniQuest”). This 
program was successfully completed in October 2019 and the final report received by the Company is being 
evaluated. Under this program, four lead peptides were evaluated in a two compartment cell-based invasion 
model. These peptides exhibited a slowing of invasion in all cell lines tested. These peptides also showed 
modest suppression of a cancer cell biomarker responsible for driving metastasis, as well as drug and 
immune system resistance in brain cancer. Two lead peptides had already internalised into the cell 
demonstrating their rapid uptake, and so surface binding could not be captured. The Company is working 
with its patent attorneys on protecting the peptides by creating patents for these. The next steps for the 
Company will be to go through subsequent stages of drug development/validation and (pre)clinical 
evaluation for the lead peptides identified. 
 
Sol-gels for Nasal Delivery of Cannabinoids 
  
PreveCeutical has partnered with UQ and UniQuest for the development and evaluation of translatable 
formulations for systemic/central nervous system (“CNS”) delivery. The focus of the CBD Program is to 
develop a cannabinoid-based nose-to-brain delivery system intended to provide relief for a range of 
ailments including pain, inflammation, seizures and neurological disorders. Engineered Sol-gels present an  
ideal platform for achieving this aim as they are in-solution upon administration, and rapidly gelate when 
warming as a result of contact with mucosal tissue. The Company believes that the Sol-gels will pave the 
way for safer and more reliable drug delivery for agents such as CBDs that are rapidly metabolized or that 
would benefit from direct nose-to-brain CNS delivery. 
 
The CBD Program commenced in the third quarter of 2017 and is progressing well. As at March 31, 2020, 
this program was 68% completed, with the following highlights: 
 
• Completion of chemical fingerprinting via HPLC of plant-derived cannabinoids. 
• Completion of the trial of devices with differing nozzle designs using an in-house developed inhalation 

model is complete. 
• An optimal spray profile for nose-to-brain delivery has been achieved with a custom device, when 

administered in a human adult nasal cast.   
• Ethics approval to access human nasal mucosal tissue for the toxicity evaluation and tissue disposition 

studies has been obtained and the studies are in progress. 
• Acute nasal toxicity evaluation has been completed, with the cannabinoid-infused sol-gel displaying 

negligible toxicity when applied to human nasal mucosal tissue as confirmed by a clinical biomarker 
detection assay, and complemented by histopathological evaluation of tissue. 
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RESEARCH AND DEVELOPMENT (Continued) 
 
Smart siRNA for the Treatment of Diabetes and Obesity 
  
The program that is researching the development of Smart-siRNAs for the treatment of diabetes and obesity 
is being researched (the “D&O Program”) commenced at UQ in July 2019. This program encompasses 
three distinct phases spanning over three years. 
 
In the D&O Program, through rational design and systematic evaluation, select targeted bio-responsive 
gene carrier-and-release systems are anticipated to deliver Smart-siRNA’s to target cells. With effective 
gene-silencing optimized, the program aims to target the single gene implicated in both type 2 diabetes and 
obesity. The program expects to demonstrate that this strategy is safe and effective in appropriate 
preclinical (mice) models of type 2 diabetes and obesity, paving the way for broader pre-clinical safety and 
efficacy evaluations. 
 
The Program focuses on the library design of bio-responsive gene carrier-and-release (“BGCR”) systems, 
where almost 200 carrier system constructs have now been rationally designed, taking into account a range 
of head group chemistries and charge as well as a panel of ligands that promote self-assembly and 
targeting. 
 
Screening of a panel of first-generation siRNA sequences against PTP-1B in mouse-derived cells has 
commenced, with promising levels of silencing recorded for the novel sequences. A series of in-house cell 
models of diabetes and obesity in which the novel siRNAs are being screened successfully developed and 
optimized.  
 
A table of novel nucleic acid compositions consisting of more than 150 gene sequences against human 
PTP1B that contrast from those that are already reported and protected by intellectual property rights has 
been created.  
 
All the cell-based studies are now in progress in mouse-derived and this program has now progressed 
towards re-designing the constructs to be applicable to PTP-1B gene silencing in mice  
 
The select lead siRNA candidates are being re-designing into Smart-siRNA constructs using proprietary 
chemistry. The designed, synthesized and purified these Smart-siRNA have been re-evaluated in vitro, and 
were shown to maintain their gene silencing ability, while now being amenable to withstanding the stability 
challenges expected when trialled in vivo.  
 
As at March 31, 2020, theD&O Program was 45.4% complete. 
 
Disulfide Linker Technology in Engineering Analgesic Peptides 
  
This R&D program, which commenced in July 2018, is being conducted to extend the application of the 
disulfide linker technology in engineering pain relieving peptides for moderate to severe pain and 
inflammatory conditions (the “Linker Program”). The Linker Program involves peptide library synthesis, 
pharmacological evaluation, alongside pharmacokinetic assessment and efficacy determinations in 
appropriate animal models of pain and inflammation. As at December 31, 2019, this program was 58% 
complete. 
 
High throughput screening of 50-peptide library across the main opioid receptor sub-types is complete. 
 
Some peptides have been identified as showing exceptional selectivity for the target receptor sub-type of 
interest, with encouraging potency also recorded. These lead candidates are being further scrutinized in 
silico to facilitate their refined design and the aim of further enhancing potency and biostability. 
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RESEARCH AND DEVELOPMENT (Continued) 
 
Disulfide Linker Technology in Engineering Analgesic Peptides (Continued) 
 
Ethics approvals detailing the complete study plan for the screening of lead peptide candidates in animals 
(rat models of pain/inflammation) were drafted, reviewed in-house and final submissions made to UQ’s 
animal ethics committee, and this has subsequently been approved by UQ. 
 
The vast majority of peptide candidates have now been ranked with select, lead peptides being nominated 
for preclinical evaluation. The first lead candidate has progressed through an in vivo ‘dose finding’ study, 
with the optimal dose confirmed, the activity of each lead peptide in preclinical studies will be determined. 
  
Management has not yet determined whether these programs have an economically recoverable value, 
and management continues to evaluate the same to assess whether additional efforts and funds should be 
allocated to such projects 
 
OVERALL PERFORMANCE 
 
During the three months ended March 31, 2020, the Company continued to work on research and 
development, business development and financing including: 

 

• Considering new partnerships with respect to its Sol-gel drug delivery system. 
• Collaborating with UQ and UniQuest in the filing with the Australian Patent Office of two new patent 

applications for cyclic peptide and their use in pain management. 
• Retaining patent lawyers and working with them on drafting patents for the dynorphin IP. 
• Communicating with investors to raise equity funding for the Company. 
• Filing a joint Patent Cooperation Treaty (PCT) application with UQ, Australia to protect certain cyclic 

peptides and their use in pain management. 
• Monitoring the impact of COVID-19 on operations and addressing the issues and risks. 

 
As products and therapies are developed through the Company's programs, the Company anticipates that 
it will either enter into strategic partnerships to manufacture and market such products or it will license the 
intellectual property to other companies.   
 
For the three months ended March 31, 2020, the Company continued to focus on business development 
and its research programs.  These programs continue to be funded by equity and debt. 
 
As the Company does not have a revenue income stream at this time, the cost of operations and meeting 
of commitments are currently being financed by funding from equity and debt.  To ensure that the Company 
has funding to continue its operation, management has taken a number of steps that are outlined under the 
Liquidity and Capital Resources section.   
 
At March 31, 2020, the Company had a cash balance of $30,451, and working capital deficiency of 
$1,753,577 compared to a cash balance of $28,480 and working capital deficiency of $1,546,563 at 
December 31, 2019.  For the three months ended March 31, 2020, the Company’s funding included short 
term debt and receipt of payment for the and long term convertible debts and funding under the Option 
Agreement. 
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OVERALL PERFORMANCE (Continued) 
 
Selected Financial Information 
 

 As at March 31, 2020 As at December 31, 2019 
   
   Cash $30,451 $28,480 
   Total assets $663,037 $857,638 
   Non-current liabilities $3,582,583 $3,509,608 
   Total liabilities $5,464,005 $5,344,418 
   Working capital deficiency $1,753,577 $1,546,563 
   Deficit $24,166,271 $23,684,562 
   Shareholders' deficiency $4,800,968 $4,486,780 

 
Selected Operating Information 
 

 
For the Three Months 
Ended March 31, 2020 

For the Three Months Ended 
March 31, 2019 

   Revenues - $3,031 
   Net loss $520,822 $1,177,893 
   Net loss and comprehensive loss $387,305 $1,178,576 
   Net loss per share $0.001 $0.003 

 
FINANCIAL RESULTS OF OPERATION 
 
During the three months ended March 31, 2020, the Company continued its focus on developing its product 
line and identifying, reviewing and commissioning additional products for manufacturing, marketing and 
R&D and on securing additional funding for its operations.  The Company also worked on strategies to 
address the impact of the COVID-19 pandemic. 
 
The Company’s deficit at March 31, 2020, of $24,166,271, includes the costs of the reverse takeover and 
listing costs of $2,585,202 incurred in the year ended December 31, 2017, and loss on modification of 
convertible debt in the amount of $1,582,658 recorded during the year ended December 31, 2018.   
 
The Company had a net loss and comprehensive loss of $387,305 for the three months ended March 31, 
2020, compared to $1,178,576 for the three months ended March 31, 2019. The Company did record 
revenue for the year three months ended March 31, 2020.  Revenue for three months ended March 31, 
2019 was $3,031. 
 
Operating expenses were $279,754  for the three months ended March 31, 2020, compared to $1,059,719 
for the three months ended March 31, 2019.   
 
Other expenses including interest, accretion, and foreign exchange gain/loss for the three months ended 
March 31, 2020, was $283,918 compared to $131,738 for the three months ended March 31, 2019.   
 
This was offset by other income of $42,850, relating to option payments, for the three months ended  
$42,850 and income tax recovery in the amount of $10,533 for the three months ended March 31, 2019. 
 
Foreign exchange gain on translating foreign operations was $133,517 for the three months ended March 
31, 2020.  A forecign exchange loss of $683 on translating foreign operations was recorded for the three 
months ended March 31, 2019. 
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FINANCIAL RESULTS OF OPERATION (Continued) 
 
Other expenses for the three months ended March 31, 2020, included accretion expense of $84,698 
($68,374 for the three months ended March 31, 2019), financing cost of $60,040 ($51,943 for the three 
months ended March 31, 2019), and foreign exchange loss of $139,180 ($11,421 for the three months 
ended March 31, 2019).  The higher exchange loss for the three months ended March 31, 2020 relates to 
the weakening of the Australian dollar compared to the Canadian dollar. 
 
For the three months ended March 31, 2019, the Company received revenue of $3,031 from online sales 
of, CELLB9, with a gross profit of $2,268.  CELLB9 inventory was impaired in the December 31, 2018 
financial statements and there were no sales for the three months ended March 31, 2020. 
 
Financing costs in the amount of $60,040 for the three months ended March 31, 2020 was $8,097 higher 
than the financing cost of $51,943 for the three months ended March 31, 2019.  This financing cost relates 
to accrued interest on the outstanding debt ($55,191) interest recorded for the lease liability ($4,572) and 
interest paid on outstanding payables in the amount of $277.  Accretion cost for the three months ended 
March 31, 2020 was $84,698, which was $16,324 higher than the accretion cost of $68,374 for the three 
months ended March 31, 2019.   
 
The convertible debts bear a simple interest rate of 5%.  As at March 31, 2020, the balance for the short-
term convertible debt was $721,548 ($767,647 at December 31,2019), including the accrued interest which 
was not paid during the period.  The decrease of $46,099 was for reduction in debt equity recorded due to 
extension of the debt due date .  The long-term convertible debt balance, including accrued interest, at 
March 31, 2020 was $3,406,436, an increase of $109,441 from December 31, 2019 ($3,296,995 at 
December 31, 2019). The increase was due to accrual of interest not paid out.  This debt is classified as 
long-term debt as the Lenders have signed a waiver by which there will be no demand on the funds until 
July 31, 2021.   
  
Expenses for the three months ended March 31, 2020, amounted to $279,754 which was $779,202 lower 
than the three months ended March 31, 2019 ($1,058,956).  For the three months ended March 31, 2020, 
the Company continued to work on efficiencies and cost reduction strategies which accounted for lower 
expense as outlined below: 
 

• For the three months ended March 31, 2020, there was a decrease of $548,902 in R&D costs 
($147,456 for the three months ended March 31, 2020 compared to $696,358 for the three months 
ended March 31, 2019).  These costs are for the three R&D projects previously mentioned, 
amortization of the R&D Supply Agreement and fees paid for R&D related consulting.  The costs are 
lower as there were no costs for the BSV program. 

• Business development and investor relations expenses for the three months ended March 31, 2020, 
was $98,378 lower than the same period in 2019 ($19,985 for the three months ended March 31, 
2020, compared to $118,363 for the three months ended March 31, 2019).  The decrease relates to 
the Company’s cost reduction strategies.  

• Salary, wages and consulting fees were $98,039 lower during the three months ended March 31, 2020, 
compared to the three months ended March 31, 2019 ($14,390 for the three months ended March 31, 
2020 compared to $112,429 for the three months ended March 31, 2019).  The decrease related to 
reducing the services of consultants including services for marketing and publicity, and reduction in 
salaries during the three months ended March 31, 2020.  This was related to the Company’s cost 
reduction strategies and further efforts to address the uncertainties and capital raising impacts due to 
COVID-19. 

• Professional fees for the three months ended March 31, 2020, was $55,190  compared to $81,048 for 
the three months ended March 31, 2019, a decrease of $25,858. The decrease related to reduction is 
legal services during the three months ended March 31, 2020. 
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FINANCIAL RESULTS OF OPERATION (Continued) 
 
• There was not travel during the three months ended March 31, 2020.  The scheduled travel to Australia 

in March 2020 has been postponed due to the COVID-10 travel restrictions. Travel, meals and vehicle 
expenses for the three months ended March 31, 2019, was $5,329. 

• Marketing and promotion expenses for the three months ended March 31, 2020, were $600 compared 
to $2,868 for the three months ended March 31, 2019.  The decrease of $2,268 relates to a reduction 
in marketing initiatives as the Company is currently not selling its product, CELLB9 and reduced 
consulting services expenses for marketing and promotions. 

• Rent expenses for the three months ended March 31, 2020, was negative $16,946 compared to 
negative $15,588 for the three months year ended March 31, 2019, a decrease of $1,358. The 
decrease relates to the rent reimbursement the Company receives from Asterion with whom the 
Company has been sharing the office space since November 2018.  With the adoption of IFRS 16 
Leases, and change in accounting policy, the lease payments are not recorded as a rental expense.  
Please refer to the “Changes in Accounting Policy” section below. 

• Amortization expense for the three months ended March 31, 2020, was $42,086 compared to $43,297 
for three months ended March 31, 2019, a slight decrease of $1,211. 

• The remaining expenses for the three months ended March 31, 2020, were $16,993 compared to 
$14,852 for the three months ended March 31, 2019, an increase of $2,141. The decrease is mostly 
due to the payment of insurance premium in the three months ended March 31, 2020. 

 
SUMMARY OF QUARTERLY RESULTS 
 
The following table sets out selected financial information prepared in accordance with IFRS for each of the 
last eight quarters ended March 31, 2020. 
 

         
 Q1 2020 Q4 2019 Q3 2019 Q2 2019 Q1 2019 Q4 2018 Q3 2018 Q2 2018 

   Revenue $0 $0 $0 $0 $3,031 $809 $1,017 $11,231 
   Net loss $520,822 $76,408 $610,772 $1,713,827 $1,177,893 $5,686,304 $2,614,692 $2,165,884 
   Comprehensive  loss for the                    
period 

$387,305 $40,268 $576,772 $1,681,977 $1,178,576 $5,732,671 $2,574,065 $2,160,170 

   Basic and diluted loss per 
share 

$0.001  $0.000  $0.001  $0.004  $0.003  $0.015 $0.007 $0.009 

   Cash $30,451 $28,480 $6,602 $37,545 $64,893 $64,329 $855,497 $2,859,606 
   Working capital/(deficiency) ($1,753,577) ($1,546,563) ($1,864,724) ($1,476,636) ($207,445) $194,510 $2,873,475 $4,857,332 
   Total assets $663,037 $857,638 $1,364,533 $1,752,329 $2,230,577 $1,902,077 $4,569,178 $7,531,015 
   Total liabilities $5,464,005 $5,344,418 $6,312,840 $6,130,929 $5,285,990 $4,187,247 $3,603,699 $4,239,019 
   Deficit $24,166,271 $23,684,588 $23,499,746 $24,198,644 $22,664,080 $21,632,660 $16,648,069 $14,035,792 
   Shareholders' equity      
(deficiency) 

($4,800,968) ($4,486,780) ($4,948,307) ($4,378,600) ($3,055,413) $(2,285,171) $965,479 3,391,996 

 
The net loss of $5,732,671 in Q4 2018 was higher than net losses in other quarters due to the impairment 
of prepaid agreements ($2,775,000) and loss on modification of convertible debt ($1,582,658). 
 
The quarterly operating results continue to meet management’s expectations.  The Company continues to 
depend on funding for its operations, including the R&D programs, from equity and debt financing. 
 
The higher net loss in Q3 2018 of $2,574,065 compared to other quarters was mostly due to higher R&D 
expenditures costs and higher business development, investor relations, marketing and promotions 
costs. 
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LIQUIDITY AND CAPITAL RESOURCES  
 
The Company continues to depend on equity and debt for funding until it starts bringing products from its 
R&D programs.  The Company received $42,850 for the Option Agreement during the three months ended 
March 31, 2020. 
 
As at March 31, 2020, the Company had a working capital deficiency of $1,753,577 and cash of $30,451.  
As at December 31, 2019, there was a working capital deficiency of $1,546,563 and cash balance of 
$28,480.   
 
As at March 31, 2020, the Company has two lease commitments.  The Company entered into a lease with 
Golden Properties Ltd. for the leasing of office space starting May 1, 2017.  The initial lease period is five 
years with an option to renew for five more years.  On July 1, 2017, the Company entered into a lease 
agreement with Xerox Canada Ltd. for the leasing of equipment for a period of five years. 
 
The annual commitment is as follows: 
 

 Rent Equipment Total 
2020 150,502 3,390 153,892 
2021 164,184 4,520 168,704 
2022 54,728 2,260 56,988 
    
TOTAL $ 369,414 $ 10,170 $ 379,584 

 
The Company anticipates that it will continue to incur more costs, including R&D and patent filing costs, 
than revenue into next year.  The Company is in the development stage and is primarily focused on 
developing marketable products. 
 
Management continues to take steps to ensure that the Company has funds to pay for its obligations and 
continue its operations.  These include: 
 
1. Securing investment in the Company by way of private placements. 

2. Issuing warrants as part of the Company’s non brokered private placements.  Exercise of any such  
warrants will provide more funding for the Company. The exercise of such warrants is dependent 
primarily on the market price and overall market liquidity of the Company’s securities at or near the 
expiry date of such warrants (over which the Company has no control), and therefore there can be no 
guarantee that any existing warrants will be exercised. 

3. Entering into convertible credit facility agreements with the founders of the Company, Kimberly Van 
Deventer (former President and Director of the Company) and Stephen Van Deventer (Chief Executive 
Officer and Director of the Company) (the “Lenders”) as follows: 

 
December 9, 2016 
 
This agreement was originally for the principal amount of up to one million dollars. This was amended 
on March 31, 2017, increasing the principal amount to two million dollars. Under the terms of the 
agreement and waiver in respect of same, the amount of outstanding principal and accrued interest 
thereon under the credit facility is convertible, after October 28, 2017, into common shares in the  
capital of the Company at the price of $0.10 per share (amended to $0.06 per share on April 20, 2018).   
 
As March 31, 2020, the Company has drawn $1,949,248 under the agreement, which bears simple 
interest at 5% per annum.  The Lenders have signed a waiver by which there will be no demand on 
the funds until July 31, 2021. 
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LIQUIDITY AND CAPITAL RESOURCES (Continued) 

On May 20, 2020, $2 million of this debt ($1,728,811 principal and $271,189 interest) was assigned 
to two assignees.  The debt was converted by the assignees at a price of $0.023 per common share 
for a total of 86,965,522 Shares.  More information is provided under “Subsequent Events”. 

The principal outstanding after the conversion is $220,438. 

May 9, 2017 

On May 9, 2017, the Company entered into an additional convertible credit facility agreement with the 
Lenders in the principal amount of one million dollars to be used towards the operations of the 
Company. Under the terms of the agreement and waiver in respect of same, the amount of any 
outstanding principal and accrued interest thereon under the credit facility is convertible, after October 
28, 2017, into units, each consisting of one common share in the capital of the Company and one 
common share purchase warrant entitling the holder to purchase one common share in the capital of 
the Company at the price of $0.20 per share for a period of twenty-four months after the issuance of 
the units, subject to acceleration.  Funds borrowed under this agreement bear simple interest at 5% 
per annum and are convertible at a price of $0.10 per unit (amended to $0.06 per unit on April 20, 
2018). As at December 31, 2019, the Company has drawn $975,500 under this credit facility.  The 
amount can be further increased if required, at the election of the Company. The Lenders have signed 
a waiver by which there will be no demand on the funds until July 31, 2021.. 

January 26, 2018 

On January 26, 2018, the Company entered into an agreement with the Lenders for $500,000 in the 
form of an unsecured convertible promissory note bearing simple interest at 5% per annum. This 
promissory note was added to the May 9, 2017 facility above. Thereby, the terms of the facility entered 
into on May 9, 2017, apply to the January 26, 2018, agreement. The principal amount and any accrued 
interest are convertible into common shares of the Company at the option of the Lender at $0.10 per 
share (amended to $0.06 per unit on April 20, 2018). As at March 31, 2020, the Company has drawn 
the full amount of $500,000 under this agreement. 

March 28, 2018 

On March 28, 2018, the Company entered into a credit facility agreement (as amended) with its former 
President, Ms. Kimberly Van Deventer, for $700,000. Under the terms of this credit facility, the amount 
of any outstanding principal and accrued interest thereon under the credit facility is convertible into 
common shares of the Company at the option of Ms. Van Deventer at $0.10 per share (amended to 
$0.06 per unit on April 20, 2018). On March 28, 2020, the maturity date of this credit facility agreement 
was extended to the earlier of (i) March 29, 2021, and (ii) the date upon which a declaration is made 
pursuant to the terms of the agreement. The maturity date may be further extended by Ms. Van 
Deventer, providing written notice to the Company. As at  March 31, 2020, the Company has drawn 
$695,000 under this agreement. 

4. Entering into a loan agreement with the Company's CEO and Chairman, Mr. Stephen Van Deventer,
whereby Mr. Van Deventer loaned the Company a principal sum of $300,000. In consideration for this
loan, the Company has granted 5,000,000 transferable common share purchase warrants to Mr. Van
Deventer, each warrant entitling Mr. Van Deventer to purchase one common share in the capital of
the Company at an exercise price equal to $0.06 per share for a period of one year from the date of
 grant. As at March 31, 2020, the Company has drawn the full amount of $300,000 under this
agreement.
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LIQUIDITY AND CAPITAL RESOURCES (Continued) 
 
5. Receiving advances in the aggregate amount of $18,100 by way of callable debt from the Company's 

CEO, CFO, a related employee, a related company, and the past President. 
 

6. The Company is continuing to look into other funding including grants in Australia for R&D. 
 
RELATED PARTY TRANSACTIONS 
 
1. Management 

 
During the three months ended March 31, 2020, compensation to management and directors included: 

• Consulting fees in the amount of $20,379 invoiced Dr. Makarand Jawadekar, PreveCeutical’s 
President, Chief Science Officer and Director.  This amount was not paid at March 31, 2020. 

• Salary and benefits paid to Stephen Van Deventer, PreveCeutical’s Chairman and Chief 
Executive Officer in the amount of $4,721. 

• Salary and benefits paid to Shabira Rajan, PreveCeutical’s Chief Financial Officer and 
Controller in the amount of $2,556. 

 

2. Cornerstone Global Partnership Inc. ("CGP") 
 

CGP is a corporation owned by the Company’s Chief Executive Officer and Chairman, Mr. Stephen 
Van Deventer and the Company’s former President, Ms. Kimberly Van Deventer. 
 
For the three months ended March 31, 2020, CGP had invoiced the Company $14,875 for services 
provided by Ms. Kimberly Van Deventer.  As at March 31, 2020, the Company owed CGP $59,261 in 
relation to these services. 

 
3. Short term loan 

 

The Company entered into a six-month loan agreement in the amount of $300,000 with Mr. Stephen 
Van Deventer on May 29, 2019, with an interest of 5% per annum compounded semi-annually. For 
the three months ended March 31, 2020, interest in the amount of $3,835 was accrued for this loan. 
On February 21, 2020, the maturity date was amended from November 29, 2019 to May 29, 2020. 
 
CGP loaned the Company $3,000 on July 5, 2019. No interest was payable on this loan. This amount 
was outstanding at December 31, 2019. 
 
Sydney Cole, an employee related to the Company’s CEO, loaned the Company $3,000 on September 
25, 2019, $2,000 on September 26, 2019, $650 on December 12, 2019 and $450 on February 4, 2020. 
No interest was payable on this loan. The total loan payble to Ms. Cole in the amount of $6,100 was 
outstanding at March 31 ,2020. 
 
Stephen Van Deventer, Chief Executive Officer of the Company loaned the Company $1,500 on 
November 27, 2019 and another $1,500 on March 27, 2020. No interest was payable on this loan. The 
amount outstanding at March 31, 2020 was $4,500. 
 
On November 27, 2019, Shabira Rajan, Chief Financial Officer of the Company loaned $1,500 to the 
Company. No interest was payable on this loan. This amount outstanding at December 31, 2019 was 
$1,500. 
 
Ms. Kimberly Van Deventer, the Company’s shareholder and former President, lent the Company 
$3,000 on November 27, 2019. No interest was payable on this loan, and this amount was outstanding 
as at December 31, 2019. 
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RELATED PARTY TRANSACTIONS (Continued) 
 

4. Convertible loan (Credit Facility Agreements) 
 
Credit facility agreements were entered into with the Lenders for funding of the Company’s working 
capital shortfall.  The initial agreement was entered into on December 9, 2016, and amended on 
March 31, 2019, in the principal amount of $2 million (the “December 2016 Debt”).   

 
For the three months ended March 31, 2020, accrued interest under this facility, at a 5% simple interest 
rate per annum, amounted to $24,299 ($21,16 for the three months ended March 31, 2019). This facility 
is categorized as long-term debt as the lenders have signed a waiver by which there will be no demand 
on the funds until July 31, 2021. 

 
The Company entered into a second credit facility agreement with the Lenders in the amount of 
$1 million on May 9, 2017, to cover additional operational costs.  For the three months ended March 
31, 2020, accrued interest under this credit facility, at a 5% simple interest rate per annum, amounted 
to $12,160 ($12,027 for the three months ended March 31, 2019).  This facility is categorized as long-
term debt as the lenders have signed a waiver by which there will be no demand on the funds until 
July 31, 2021. 
 
The Company entered into an agreement with the Lenders in the amount of $500,000 on January 26, 
2018, to cover additional research, development and operational costs.  For the three months ended 
March 31, 2020, accrued interest under this credit facility, at a 5% simple interest rate per annum, 
amounted to $6,233 ($6,164 for the three months ended March 31, 2019).   
 
The Company entered into a credit facility agreement with the former President of the Company, Ms. 
Kimberly Van Deventer in the amount of $700,000 on March 28, 2018, to cover additional operational 
costs.  For the three months ended March 31, 2020, accrued interest under this credit facility, at a 5% 
simple interest rate per annum, amounted to $8,664 ($8,319 for the three months ended March 31, 
2019).  
 

5. Asterion (shared rent and general cost agreement) 
 
On November 1, 2018, the Company entered into a shared rent and general cost agreement with 
Asterion whereby Asterion would reimburse costs related to the sharing of the office space which is 
leased by the Company.  Asterion is considered to be a related party as a director and executive officer 
of the Company is a control person of Asterion.  For the three months ended March 31, 2020, Asterion 
reimbursed the Company $20,958 ($21,778 for three months ended March 31, 2019) for rent and 
parking and $3,050 ($1,174 for the three months ended March 31, 2019) for administrative costs.   

 
CHANGES IN ACCOUNTING POLICIES 
 
The accounting policies applied in the preparation of the condensed consolidated interim financial 
statements are disclosed in Note 3 of the Company’s condensed consolidated interim financial statements 
for the three months ended March 31, 2020.  
 
OUTSTANDING SHARE DATA 
 
On January 13, 2020, 500,000 options that were issued to an employee at an exercise price of $0.10 per 
common share of the Company were forfeited as the employee had resigned. 
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OUTSTANDING SHARE DATA (Continued) 
 
As at March 31, 2020:  
 

(i) the Company had 396,448,905 common shares issued and outstanding;   
(ii) the Company had 159,949,750 common share purchase warrants outstanding; 
(iii) the Company had 6,685,600 broker common share purchase warrants outstanding; and 
(iv) the Company had 14,782,840 stock options and supplier agreement options outstanding. 
 
On April 14, 2020, 500,000 options that were issued to an employee at an exercise price of $0.10 per 
common share of the Company were forfeited as the employee had resigned. 
 
On April 15, 2020, 500,000 options that were issued to a consultant at an exercise price of $0.07 per 
common share of the Company expired. 
 
On May 20, 2020, the Company issued 8,643,731 common shares at a price of $0.023 per Share to settle 
an outstanding debt of $198,806. 
 
On May 20, 2020, the Company issued 86,956,522 common shares at a price of $0.23 per Share for 
conversion of debt that was assigned to two assinees.  
 
On May 28, 2020, 5,000,000 bonus warrants, issued in connection with the issue of debt, at an exercise 
price of $0.06 per common share, expired. 
 
As at June 1, 2020: 
 

(i) the Company had 492,049,158 common shares issued and outstanding;   
(ii) the Company had 154,949,750 common share purchase warrants outstanding; 
(iii) the Company had 6,685,600 broker common share purchase warrants outstanding; and 
(iv) the Company had 13,782,840 stock options and supplier agreement options outstanding. 
 
FINANCIAL INSTRUMENTS 
 
The Company, through its financial assets and liabilities, is exposed to various risks.  The following analysis 
provides descriptions and measurement of the significant risks as at March 31, 2020: 
 
Interest Rate Risk 
 
The Company is funded by equity and debt.  As the current debt is with the Company’s related parties and 
is at a fixed simple interest rate there is no current impact on interest rate fluctuations and the Company 
considers interest rate risk on outstanding loans not to be significant. 
 
Liquidity Risk 
 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become 
due, or can only do so at an excessive cost.  
 
The Company manages its liquidity risk by maintaining adequate financing from related party facilities, 
forecasting cash flows from operations and anticipated investing and financing activities.  The Company’s 
objective in managing liquidity risk is to maintain sufficient readily available reserves in order to meet its 
liquidity requirements. 
 
As at March 31, 2020, the Company had a working capital deficiency of $1,753,577 compared to the 
working capital deficiency at December 31, 2019, of $1,546,563.  This included cash of $30,451 ($28,480  
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FINANCIAL INSTRUMENTS (Continued) 
 
Liquidity Risk (Continued) 
 
at December 31, 2019)  available to meet short-term business requirements and current liabilities of 
$1,881,422 ($1,834,810 at December 31, 2019).  The Company’s accounts payable and accrued liabilities 
have contractual maturities of less than 30 days and are subject to normal trade terms.  The short-term 
convertible debt is due on demand. 
 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the 
Company as at March 31, 2020: 
 

  1 year  2 to 3 years  Total 
Accounts payable and accrued liabilities $ 682,010 $ - $ 682,010 
Lease liability  146,979  176,147  323,126 
Callable debt  330,885  -  330,885 
Convertible debt – short-term   721,548  -  721,548 
Convertible debt – long-term   -  3,406,436  3,406,436 
 $ 1,881,422 $ 3,582,583 $ 5,464,005 

 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the 
Company as at December 31, 2019: 
 

  1 year  2 to 3 years  Total 
Accounts payable and accrued liabilities $ 595,084 $ - $ 595,084 
Lease liability  146,979  212,613  359,592 
Callable debt  325,100  -  325,100 
Convertible debt – short-term   767,647  -  767,647 
Convertible debt – long-term   -  3,296,995  3,296,995 
 $ 1,834,810 $ 3,509,608 $ 5,344,418 

 
Credit Risk 
 
Credit risk is the risk of an unexpected loss if a counterparty to a financial instrument fails to meet its 
contractual obligations.  The Company’s cash is held by large Canadian financial institutions.  The Company 
considers its credit risk on cash and accounts receivable not significant. 
 
Fair Values 
 
The Company’s financial instruments classified as level 1 in the fair value hierarchy are cash, accounts 
receivable, accounts payable and accrued liabilities and their carrying values approximate the fair values 
due to their short-term nature. The convertible debt is classified as level 3. 
 
RISKS AND UNCERTAINTIES 
 
In conducting its business, the Company faces a number of risks and uncertainties related to its operations, 
some of which are beyond its control.  Such risks include, but are not limited to: 
 
• The industry is capital intensive and subject to fluctuations in market sentiment, foreign exchange and 

interest rates. 
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RISKS AND UNCERTAINTIES (Continued) 

• The only sources of future funds for further product development and marketing which are presently 
available are funding from equity capital and debt.  Management has been successful in accessing 
the equity markets during the year, but there is no assurance that such sources will be available on 
acceptable terms in the future. Capital market conditions and other factors beyond the Issuer's control, 
including the current COVID-19 pandemic, may also play important roles in the ability to raise capital.  
The Company can offer no assurance that it will be able to successfully obtain additional financing, or 
that future financing occurs on terms satisfactory to the Company’s management and/or shareholders.  
If funds are unavailable in the future, or unavailable in the amounts that the Company feels the 
business requires, or unavailable on acceptable terms, the Company may be required to cease 
operating or to modify its business plans in a manner that undermines its ability to achieve its business 
objectives. 

• Any future equity financings for the purpose of raising additional capital may result in substantial 
dilution to the holdings of existing shareholders.  The Company cannot predict the size of future sales 
and issuances of equity securities, convertible securities to equity securities or the effect, if any, that 
future sales and issuances of equity securities or convertible securities will have on the market price 
of the Company’s common shares.  Sales or issuances of a substantial number of equity securities or 
convertible securities, or the perception that such sales could occur, may adversely affect prevailing 
market prices for the Company's common shares.  With any additional sale or issuance of equity 
securities, investors will suffer dilution of their voting power and may experience dilution in their 
earnings per common share, and further suffer such dilution upon the conversion of convertible 
securities into equity. 

• The outbreak of the novel strain of coronavirus, specifically identified as “COVID-19” has resulted in 
governments worldwide enacting emergency measures to combat the spread of the virus. These 
measures, which include the implementation of travel bans, self-imposed quarantine periods and 
physical distancing, have caused material disruption to business globally resulting in an economic 
slowdown. Global equity markets have experienced significant volatility and weakness. The duration 
and impact of the COVID-19 outbreak is unknown at this time, as is the efficacy of the government 
and central bank interventions. Although it is not possible to reliably estimate the length and severity 
of these developments and their impact on the financial results and condition of the Issuer and its 
operating subsidiaries in future periods.   

• The Company intends to outsource the manufacture of its products, including the Licensed Sleep-Aid 
Products, to third parties.  Such third-parties, in turn source raw materials in order to produce the 
Company’s products.  The availability of raw materials, as well as variations in the price of raw 
materials, may, therefore, increase the Company’s operating costs.  The subsequent effect on the 
Company’s operating profit margins depends on, among other things, the Company’s ability to 
increase the prices of its finished products in the context of a competitive market.  Fluctuations in raw 
material prices may, therefore, increase or decrease the Company’s operating profit margins.  Price 
increases may also result in downward pressure on sales volume.  Furthermore, the Company’s third-
party manufacturer(s) will be competing with other producers and manufacturers to secure raw 
materials, and such producers or manufacturers may, because of a variety of factors, including but not 
limited to their relationships with suppliers, size, and competitive position within the industry, be able 
to secure raw materials before the Company’s manufacturer(s) could secure such material, or may 
push the prices of raw materials higher because of such producers’ or other manufacturers’ demand 
for raw materials that the Company also requires.  Potential delays in the Company’s or any of its third-
party manufacturers’ ability to secure raw materials could undermine the Company’s commitments to 
produce and deliver its products to distributors, which could undermine market share, revenue, and 
subsequently, profitability. 

• In both domestic and foreign markets, the formulation, manufacturing, packaging, labelling, 
distribution, advertising, importation, exportation, licensing, sale and storage of the Company's 
products are affected by extensive laws, governmental regulations, administrative determinations,  
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RISKS AND UNCERTAINTIES (Continued) 
 
court decisions and other similar constraints.  Such laws, regulations and other constraints may exist 
at the federal, provincial/state or local levels in Canada, Australia, the United States and at all levels 
of government in foreign jurisdictions.  There can be no assurance that the Company or any of its 
distributors are in compliance with all of these regulations.  The failure of the Company or its 
distributors to comply with these regulations or new regulations could disrupt future sales of 
theCompany's products (either existing or in development) could lead to the imposition of significant 
penalties or claims and could negatively impact the Company's business.  The adoption of new 
regulations or changes in the interpretations of existing regulations may result in significant compliance 
costs or discontinuation of product sales and may negatively impact the marketing of the Company's 
products, resulting in significant loss of sales revenues 

• The Company has no significant history of earnings and, due to the nature of the Company's business, 
there can be no assurance that the Company will be profitable. The continued operation of the 
Company and the ability of the Company to execute its current and future business plans will be 
dependent upon its ability to generate operating revenues and to procure additional financing.  There 
can be no assurance that any such revenues can be generated or that other financing can be obtained.  
If the Company is unable to generate such revenues or obtain such additional financing, any 
investment in the Company may be lost. In such an event, the probability of resale of the securities 
purchased would be diminished. While the Company may generate additional working capital through 
further equity offerings, there is no assurance that any such funds will be available on terms acceptable 
to the Company, or at all. If available, future equity financing may result in substantial dilution to current 
shareholders. At present, it is impossible to determine what amounts of additional funds, if any, may 
be required. 

• The markets for nutrient and health-related products are characterized by evolving regulatory and 
industry standards, changes in consumer tastes, needs, habits, and frequent new product 
introductions and enhancements within the industry. The introduction of products embodying new 
technologies or substances and the emergence of new industry standards and service offerings could 
render the Company’s existing products and products currently under development obsolete or 
undermine the Company’s ability to compete with such other products successfully.  The Company’s 
success will largely depend upon its ability to evolve its products and services to sufficiently keep pace 
with technological and regulatory developments (domestically and in foreign jurisdictions) and respond 
to the needs of its existing and prospective customers.  Failure to anticipate or respond adequately to 
technological developments or future customer or regulatory requirements, or any significant delays 
in product development or introduction, could damage the Company’s competitive position in the 
market place and affect current and/or future commercialization plans.  There can be no assurance 
that the Company will be successful in developing and marketing new products or product 
enhancements or service offerings on a timely basis 

• The development of new products and strategies is a costly, complex and time-consuming process, 
and the investment in R&D, technology product development and marketing often involves a prolonged 
time until a return is achieved on such an investment.  The Company has made, and will continue to 
make, significant investments in R&D, technology and related product opportunities.  Investments in 
new products are inherently speculative and risky.  While the Company will continue to dedicate a 
significant amount of resources to its development efforts in order to maintain a competitive position 
in the market, significant revenue from such investments may not be achieved for a prolonged period 
of time, if at all.  Moreover, new products and services may not be profitable, and even if they are 
profitable, operating margins for new products and services may not be as lucrative as the margins 
the Company has anticipated. 

• The Company may become party to litigation from time to time in the ordinary course of business, 
which could adversely affect its business.  Should any litigation in which the Company becomes 
involved be determined against the Company such a decision could adversely affect the Company’s 
ability to continue operating and the market price for the Company’s common shares and could use  
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RISKS AND UNCERTAINTIES (Continued) 
 
significant resources.  Even if the Company is involved in litigation and wins, litigation may redirect 
significant Company resources. Litigation may also create a negative perception of the Company’s 
brand. The Company is a respondent to the BCSC Matter and the Company filed, among others, the 
2018 Civil Claim in the Supreme Court of British Columbia against certain of the non-issuer 
respondents to the BCSC Matter. On July 11, 2019, the Company was named as a defendant in a 
lawsuit commenced in the Supreme Court of British Columbia (Tietz and Loewen v. Bridgemark 
Financial Corp. et al.) (the “Class Action Claim”). The Class Action Claim was brought under the British 
Columbia Class Proceedings Act and alleges certain misrepresentations in connection with various 
private placements conducted by the defendants. The plaintiffs are seeking an unspecified amount of 
damages for claims arising from alleged misrepresentations regarding, in respect of the Company, the 
Company’s disclosure of its June 2018 private placement. The Company intends to vigorously defend 
the Class Action Claim and has already taken legal action against certain of the other defendants 
named in the Class Action Claim. The timeline and potential outcome of each of the BCSC Matter, the 
2018 Civil Claim and the Class Action Claim remain uncertain and could potentially negatively impact 
the business of the Company.. 

 
Should one or more of these risks and uncertainties materialize, or should underlying assumptions prove 
incorrect, then actual results may vary materially from those described in any forward-looking statements. 
 
SUBSEQUENT EVENTS 
 
On April 14, 2020, 500,000 options that were issued to an employee at an exercise price of $0.10 per 
common share of the Company were forfeited as the employee had resigned. 
 
On April 15, 2020, 500,000 options that were issued to a consultant at an exercise price of $0.07 per 
common share of the Company expired. 
 
On May 28, 2020, 5,000,000 bonus warrants, issued in connection with the issue of debt, at an exercise 
price of $0.06 per common share, expired. 
 
On May 20, 2020, the Company entered into a debt settlement agreement for full and final payment of the 
supplier’s outstanding payables in the amount of $198,806.  8.643,731 common shares of the Company, 
at an issuance price of $0.023, were issued for this settlement. All Shares issued pursuant to the Debt 
Settlement are subject to a hold period of four months and one day in Canada. 
 
On May 20,2020, the Company entered into two assignment and assumption agreements whereby certain 
arm's length assignees (the "Assignees") acquired all of Stephen Van Deventer and Kimberly Van 
Deventer's right, title, interests and obligations in and under a convertible credit facility agreement dated 
effective December 9, 2016, as amended, as to the aggregate principal amount of $1,728,811 and the 
accrued interest thereon in the aggregate amount of $271,189 (the "Assigned Amounts").  The Assignees 
have elected to convert the Assigned Amounts into an aggregate of 86,956,522 Shares (the "Assignment 
Conversion") at a price of $0.023 per Share.  The Shares issued in connection with the Assignment 
Conversion will not be subject to a hold period in Canada. 
 
On April 14, 2020, the Company received a loan of $40,000 through its bank CIBC under the Canada 
Emergency Business Account (CEBA) program.  This is an interest free loan up to December 31, 2022.  A 
quarter of the loan ($10,000) is eligible for complete forgiveness if $30,000 is fully repaid on or before 
December 31, 2022. If the loan cannot be repaid by December 31, 2022, it can be converted into a 3-year 
term loan charging an interest rate of 5%. The loan is for the Company’s operations 
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SUBSEQUENT EVENTS  (Continued) 
 
Other 
 
Additional information regarding the Company is available on the Company’s website at 
www.preveceutical.com.  Additional information relating to the Company, including other continuous 
disclosure documents required by the securities regulators, is filed on System for Electronic Document 
Analysis and Retrieval (SEDAR) and can be accessed electronically at www.sedar.com.   
 
The effective date of this report is June 1, 2020. 
 
 
 



 

SCHEDULE "E" 
 

Audited Consolidated Annual Financial Statements for the Years ended December 31, 
2019 and 2018 

 
See attached.
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INDEPENDENT AUDITORS' REPORT 

 
TO THE SHAREHOLDERS OF PREVECEUTICAL MEDICAL INC. 

 
Opinion 
We have audited the consolidated financial statements of PreveCeutical Medical Inc. and its subsidiaries (the "Company"), which 
comprise: 

  the consolidated statements of financial position as at December 31, 2019 and 2018; 

  the consolidated statements of operations and comprehensive loss for the years then ended; 

  the consolidated statements of changes in shareholders' deficiency for the years then ended; 

  the consolidated statements of cash flows for the years then ended; and 

  the notes to the consolidated financial statements, including a summary of significant accounting policies. 

 
In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated financial 
position of the Company as at December 31, 2019 and 2018, and its consolidated financial performance and consolidated cash 
flows for the years then ended in accordance with International Financial Reporting Standards (“IFRS”). 
 

Basis for Opinion  
We conducted our audits in accordance with Canadian generally accepted auditing standards. Our responsibilities under those 
standards are further described in the Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements section of 
our report. We are independent of the Company in accordance with the ethical requirements that are relevant to our audits 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 in our audits is sufficient and appropriate to provide a basis for our opinion. 
 

Material Uncertainty Related to Going Concern 
We draw attention to Note 1 in the consolidated financial statements, which indicates that the Company incurred a net loss of 
$3,578,900 during the year ended December 31, 2019 and, as of that date, the Company’s working capital deficiency is 
$1,546,563. 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. 
 

Other Information 
Management is responsible for the other information. The other information comprises Management’s Discussion and Analysis. 
 
Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of 
assurance conclusion thereon. In connection with our audit of the consolidated financial statements, our responsibility is to read 
the other information identified above and, in doing so, consider whether the other information is materially inconsistent with the 
consolidated 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 auditors' 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 Consolidated Financial Statements 
Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with 
IFRS, and for such internal control as management determines is necessary to enable the preparation of consolidated financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
In preparing the consolidated financial statements, management is responsible for assessing the Company’s ability to continue as 
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting 
unless management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so. 
 
Those charged with governance are responsible for overseeing the Company’s financial reporting process. 
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Auditors' Responsibilities for the Audit of the Consolidated Financial Statements 
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an auditors’ 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 consolidated financial statements. As part of an audit in accordance with Canadian 
generally accepted auditing standards, we exercise professional judgment and maintain professional skepticism throughout the 
audit. We also: 
 

 
 

Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or 
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and 
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is 
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control.  

 

 
 

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

 

 
 

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

 

 
 

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 auditors’ report to the related disclosures in the consolidated financial statements or, if 
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up 
to the date of our auditors' report. However, future events or conditions may cause the Company to cease to continue 
as a going concern. 

 

 
 

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

 

 
 

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within 
the Company to express an opinion on the consolidated financial statements. We are responsible for the direction, 
supervision and performance of the group audit. We remain solely responsible for our audit opinion. 

 
We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit 
and significant audit findings, including any significant deficiencies in internal control that we identify during our audit. 
 
We also provide those charged with governance with a statement that we have complied with relevant ethical requirements 
regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to 
bear on our independence, and where applicable, related safeguards.  
 
The engagement partner on the audit resulting in this independent auditors' report is Sukhjit Gill. 

 

Chartered Professional Accountants 

Vancouver, British Columbia 

April 27, 2020 

 



PreveCeutical Medical Inc. 
Consolidated Statements of Financial Position 
Expressed in Canadian Dollars 

 

4 
 

 

As at December 31,  2019  2018  

ASSETS      

Current      

 Cash $ 28,480 $                     64,329   

 Accounts receivable  95,574                      78,177   

  Prepaid and deposits (Note 4)   164,193                   1,195,363   

   288,247                  1,337,869   

 Deposits (Note 4)  89,795                     413,584   

 Property, equipment and furniture (Note 5)  98,729                     123,652   

 Right-of-use asset (Note 19)  355,613  -                 

 Intangible assets (Note 6)  25,254                      26,971   

Total assets $ 857,638 $                 1,902,076   

LIABILITIES AND SHAREHOLDERS’ DEFICIENCY      

Current liabilities      

 Accounts payable and accrued liabilities (Note 13) $ 595,084 $                    535,381   

 Lease liability - short term (Note 19)  146,979                               -   

 Short-term debt (Notes 7 and 13)  325,100                               -   

 Convertible debt - short term (Notes 8 and 13)  767,647                     607,978   

   1,834,810                  1,143,359   

Lease liability - long term (Note 19)  212,613                                  -   
Convertible debt - long term (Notes 9 and 13)  3,296,995                  3,043,888   

Total liabilities   5,344,418                   4,187,247   

SHAREHOLDERS' DEFICIENCY      

 Share capital (Note 10)  13,176,958                12,903,473   

 Equity portion of convertible debt (Notes 8 and 9)  2,051,650                  2,030,360   

 Share-based compensation reserve  3,147,970                  4,235,701   

 Reserves  719,923                     177,981   

 Accumulated other comprehensive income  101,281                    (26)  

 Deficit  (23,684,562)               (21,632,660)  

Total shareholders' deficiency   (4,486,780)                  (2,285,171)  

Total liabilities and shareholders' deficiency $ 857,638 $                 1,902,076   
 

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

 
Approved on behalf of the Board of Directors 
 
_ "Stephen Van Deventer" signed       Director 
          

 
_ “Keith Anderson” signed           Director 
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Years ended December 31  2019   2018 

 
REVENUE      

Product sales $              3,031  $                15,452  

Cost of sales                 (779)                   (4,723)  

Gross profit                 2,252                  10,729  

EXPENSES     
Amortization (Notes 5, 6 and 19)             174,534                 36,289  

Business development and investor relations             293,405                908,055  

Consulting fees (Note 13)                4,968                136,268  

Impairment of inventory  -                53,043  

Insurance               11,325                 36,979  

Marketing and promotion                4,808                383,719  

Meetings and conventions                     65                   8,766  

Office and general               21,904                 40,410  

Professional fees             536,348                664,559  

Rent, utilities, repair and maintenance (Note 13)             (65,329)               172,763  

Research and development (Notes 4 and 13)          1,667,847             2,364,465  

Salaries and wages (Note 13)             338,345                654,648  

Share-based compensation (Notes 11, 12 and 13)              433,443             1,105,178  

Transfer agent and filing fees               71,516                 57,265  

Travel and meals               11,411                346,529  

Vehicle expenses                 5,001                 22,011  

Total expenses           3,509,591              6,990,947  

LOSS FROM OPERATIONS  

       
(3,507,339)           (6,980,218) 

Foreign exchange loss/gain           (153,894)               (41,622) 

Accretion expense (Notes 8 and 9)           (345,787)              (339,837) 

Interest expense (Notes 7, 8, 9, 13 and 19)           (232,900)              (209,237) 

Option payments (Notes 13 and 20)             653,145                          -  

Other income                       -                   4,094  

Loss on modification of convertible debt (Notes 8 and 9)                      -            (1,582,658) 

Impairment of marketing and promotion prepaid (Note 4)                      -            (2,775,000) 

Loss before income tax recovery  

       
(3,586,775)         (11,924,478) 

Income tax recovery               7,875                  40,348  

Net Loss        (3,578,900)         (11,884,130) 

Item that may be reclassified subsequently to profit or 
loss     

Foreign exchange gain (loss) on translating foreign 
operations             101,307                       (26) 

COMPREHENSIVE LOSS $ 
       

(3,477,593) 
 

$         (11,884,156) 

Basic and Diluted Loss per common share $ (0.009) $ (0.037) 

Weighted average number of outstanding shares        395,745,727           318,886,820  

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

shares  
 Share Capital 

Amount  

 Equity 
Component of 

convertible loan  

 Share-based 
Compensation 

Reserve   Reserves  

 Accumulated 
Other 

Comprehensive 
Income   Deficit   Total  

     $   $   $   $   $   $   $  

Balance at December 31, 2017 
         

245,522,515  
             

5,995,039  
                

418,688  
             

3,724,041  
                            

-   -  
         

(10,482,108) 
               

(344,340) 

Shares issued         128,999,750              6,449,988                             -                             -                             -                                -                            -              6,449,988  

Shares issued for exercise of warrants             2,950,000                 295,000  - - - - -                295,000  

Shares issued for service             2,225,365                 125,596                             -                             -                             -                                -                             -                125,596  

Debt conversion             5,772,875                 363,840  (51,412)                            -                             -                                -                             -  312,428 

Convertible loan equity                            -                             -  120,774 - - - - 120,774 

Share issue costs 4,718,400              (325,990)                            -  140,060                            -                                -                             -               (185,930) 

Debt modification - - 1,582,658 - 177,981 - - 1,760,639 

Recognition of deferred tax liability                            -                             -                 (40,348)                            -                             -                                -                             -                 (40,348) 

Share-based compensation                            -                             -                             -  1,105,178                            -                                -                             -  1,105,178 

Fair value of expired options - - - (733,578) - - 733,578 - 

Net loss and comprehensive loss for the year                            -                             -                             -                             -                             -  (26)         (11,884,130)         (11,884,156) 

Balance at December 31, 2018 
         

390,188,905  
           

12,903,473  2,030,360 4,235,701 177,981 (26) (21,632,660) (2,285,171) 

Shares issued             6,100,000                 305,000  - - - - -                305,000  

Convertible loan equity - - 29,165 - - - - 29,165 

Share issue costs 160,000                (31,515) - 5,824 - - -                (25,691) 

Debt modification - - - - 541,942 - - 541,942 

Recognition of deferred tax liability - -                (7,875) - - - -                (7,875) 

Share-based compensation - - - 433,443 - - - 433,443 

Fair value of expired options - - -           (1,526,998) - - 1,526,998 - 

Net loss and comprehensive loss for the year - - - - - 101,307           (3,578,900)           (3,477,593) 

Balance as at December 31, 2019 
         

396,448,905  
           

13,176,958  
             

2,051,650  
             

3,147,970  719,923 101,281 
          

(23,684,562) 
            

(4,486,780) 

 
 
The accompanying notes are an integral part of these consolidated financial statement
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Years ended December 31,   2019   2018 

     

CASH FLOWS FROM OPERATING ACTIVITIES     

Net loss for the year $ (3,578,900) 
 

$  (11,884,130) 

Adjustments to net loss:     
Amortization – property, equipment and furniture                

and intangibles  27,970  36,289 

Amortization - right-of-use assets  146,564  - 

Share-based compensation  433,443  1,105,178 

Accretion expenses  345,787  339,837 

Accrued interest  232,900  209,237 

Income tax recovery  (7,875)  (40,348) 

Shares issued for service  -  125,596 

Loss on modification of convertible debt  -  1,582,658 

Impairment of inventory  -  53,043 

Impairment of marketing and promotion prepaid  -  2,775,000 

  (2,400,111)  (5,697,640) 

Change in cash on working capital items:     

Accounts receivable  (20,352)  (204) 

Inventory  -  4,203 

Prepaid expenses and deposits  1,354,959  (2,200,767) 

Accounts payable and accrued liabilities  71,568  338,986 

Government remittances payable  -  (17,608) 

Net cash used in operating activities   (993,936)   (7,573,030) 

CASH FLOWS FROM INVESTING ACTIVITIES     

Acquisition of property, equipment and furniture  -  (7,669) 

Acquisition of intangible assets  (1,330)  (2,912) 

Net cash used in investing activities   (1,330)   (10,581) 

CASH FLOWS FROM FINANCING ACTIVITIES     

Issue of common shares, net of share issue costs  279,309  6,264,058 

Shares issued upon exercise of warrants  -  295,000 

Repayment of convertible debt  -  (606,227) 

Lease liability payments  (163,439)  - 

Proceeds from short-term debt  368,650  - 

Repayment of short-term debt  (52,500)  (77,705) 

Proceeds from convertible debt  435,000  1,670,000 

Net cash provided by financing activities   867,020   7,545,126 

Effect of change in foreign currency   92,397   (1,664) 

Change in cash, during the year  (35,849)  (40,149) 

Cash, beginning of the year  64,329  104,478 

Cash, end of the year $ 28,480 $ 64,329 

 
 
Supplemental Cash Flow Information (Note 14) 

The accompanying notes are an integral part of these consolidated financial statements. 
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1. NATURE OF OPERATIONS AND GOING CONCERN 
 

PreveCeutical Medical Inc. (the “Company”) was incorporated on December 15, 2014, under the laws of British Columbia. 
The Company’s principal business activity is the development of innovative options for preventive and curative therapies 
utilizing organic and nature identical products. 
 
The Company is located at 1177 West Hastings Street, Suite 2200, Vancouver, British Columbia, V6E 2K3, Canada and 
its registered office is at 1040 West Georgia Street, Suite 1170, Vancouver, British Columbia V6E 4H1, Canada. 
 
The Company incorporated a subsidiary, PreveCeutical (Australia) Pty Ltd. (“PreveCeutical (Australia)”) in Australia on 
March 12, 2018. The Company’s research programs are managed by PreveCeutical (Australia). 

 
The consolidated financial statements have been prepared on a going concern basis which assumes that the Company will 
continue in operations for the foreseeable future and be able to realize assets and satisfy liabilities in the normal course of 
business. If the going concern assumption were not appropriate for these consolidated financial statements then 
adjustments would be necessary for the carrying value of assets and liabilities, the reported expenses and the consolidated 
statement of financial position classifications used. Such adjustments could be material. 
 
Several conditions exist that may cast significant doubt about the ability of the Company to continue as a going concern. 
The Company does not have significant revenue to date and has incurred operating losses since inception. As at December 
31, 2019, the Company had a deficit which is being funded by debt, issuance of equity and option agreement. Management 
anticipates that the Company will meet its obligations and maintain its operations to support its payments to creditors and 
realize profits from future business activities. The Company is dependent on its ability to raise further capital through equity 
financing and funding from certain officers and shareholders to meet its commitments and fund its ongoing operations. 
  
As at December 31, 2019, the Company reported the following: 
 

 
 

 
December 31, 2019 

 
December 31, 2018 

Net loss for the year $     3,578,900 $     11,884,130 

Working capital available/(deficiency)      $   (1,546,563) $          194,510 

Deficit $   23,684,562 $     21,632,660 

 
         

2. BASIS OF PREPARATION 
 

Statement of Compliance 
 

The Company prepares its consolidated financial statements in accordance with International Financial Reporting 
Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”). Except as described in Note 3, 
significant accounting policies have been consistently applied in the presentation of these consolidated financial 
statements. 
 
Effective January 1, 2019, the Company adopted IFRS 16 Leases (“IFRS 16”). IFRS 16 was adopted retrospectively with 
no restatement of comparative periods, as permitted by the transition provisions of the standard.  
 
These consolidated financial statements were approved by the Board of Directors and authorized for issue on April 27, 
2020. 
 
Basis of Measurement 
 

These consolidated financial statements have been prepared on a historical cost basis, except for certain financial 
instruments, which are stated at their fair values. 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, which is the Company’s functional currency. The 
functional currency of PreveCeutical (Australia) is Australian dollar. 
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2. BASIS OF PREPARATION (Continued) 
 
Principles of Consolidation 
 

These consolidated financial statements include the accounts of the Company and its wholly owned subsidiary, 
PreveCeutical (Australia). Subsidiaries are consolidated from the date of acquisition being the date that the Company 
obtains control. A subsidiary is an entity in which the Company has control, where control requires exposure or rights to 
variable returns and the ability to affect those returns through power over the investees. All intercompany transactions and 
balances have been eliminated on consolidation. 
 

3. SIGNIFICANT ACCOUNTING POLICIES  
 

Critical Accounting Estimates and Judgments 
 

The preparation of these consolidated financial statements requires management to make estimates and judgments and 
to form assumptions that affect the reported amounts and other disclosures in these consolidated financial statements. The 
estimates and associated assumptions are based on historical experience and various other factors that are believed to be 
reasonable under the circumstances. The results of these assumptions form the basis of making the judgments about 
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these 
estimates under different assumptions and conditions. 
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Changes to accounting estimates are 
recognized in the period in which the estimate is revised and all future periods that are affected by the change in estimate. 
 
Critical Accounting Estimates 
 

Critical accounting estimates are estimates and assumptions made by management that may result in material adjustments 
to the carrying amounts of assets and liabilities within the next financial year. Critical accounting estimates include, but are 
not limited to, the following: 
 

• Intangible assets – useful life 
 

Following initial recognition, the Company carries the value of intangible assets at cost less accumulated 
amortization and any accumulated impairment losses. Amortization is recorded on a straight-line basis based 
upon management’s estimate of the useful life and residual value. The estimates are reviewed at least annually 
and are updated if expectations change as a result of the technical obsolescence or legal and other limits to use.  
 
A change in the useful life or residual value will impact the reported carrying value of the intangible assets resulting 
in a change in related amortization expense. 
 

• Property, equipment and furniture – useful lives 
 

The Company estimates the useful lives and selects methods used to allocate amortization amounts of property, 
equipment and furniture on a systematic basis. Technical obsolescence of the tangible assets could significantly 
impact estimated residual useful lives and in turn, carrying values being over or understated. 

 

• Income tax 
 

The measurement of income taxes payable and deferred income tax assets and liabilities requires management 
to make estimates in the interpretation and application of the relevant tax laws. The actual amount of income taxes 
only becomes final upon filing and acceptance of the tax return by the relevant tax authorities, which occurs 
subsequent to the issuance of the consolidated financial statements. 
 

• Share-based compensation 
 

The fair value of stock options granted, and compensatory warrants are measured using the Black-Scholes option 
pricing model. Measurement inputs include share price on measurement date, exercise price of the option, 
expected volatility, expected life of the options, expected dividends and the risk-free rate. The Company estimates 
volatility based on its historical share price or historical share price of comparable companies, excluding specific 
time frames in which volatility was affected by specific transactions that are not considered to be indicative of the 
entities’ expected share price volatility. The expected life of the options is based on historical experience and 
general option holder behaviour. Dividends were not taken into consideration as the Company does not expect to 
pay dividends. Management also makes an estimate of the number of options that will forfeit, and the rate is 
adjusted to reflect the actual number of options that vest. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Critical Accounting Estimates and Judgments (Continued) 
 
Critical Accounting Estimates (Continued) 

 

• Convertible debts 
 

The convertible debts were separated into their liability and equity components on the consolidated statements of 
financial position. The liability component is initially recognized at fair value, calculated at the net present value of 
the liability based upon non-convertible debt issued by comparable issuers and accounted for at amortized cost 
using the effective interest rate method. The effective interest rate used is the estimated rate for non-convertible 
debt with similar terms at the time of issue.  
 

• Right-of-use asset and lease liability 
The right of use asset and lease liability is measured by discounting the future lease payments at incremental 
borrowing rate. The incremental borrowing rate is an estimated rate the Company would have to pay to borrow 
over a similar term and with similar security, the funds necessary to obtain an asset of a similar value to the right-
of-use asset in a similar economic environment.  
 

• Accounts receivable 
The accounts receivable balance is recorded at the estimated recoverable amount, which involves the estimate 
of uncollectible accounts.  

 
 Critical Accounting Judgments 

 
 Critical accounting judgments are accounting policies that have been identified as being complex or involving subjective 
judgments or assessments. Critical accounting judgments include, but are not limited to, the following: 
 

• Intangible assets 
  

The application of the Company’s accounting policy for intangible asset expenditures requires judgment in 
determining whether it is likely that the future economic benefits will flow to the Company, which is based on 
assumptions about future events or circumstances. Estimates and assumptions may change if new information 
becomes available. If, after expenditures are capitalized, information becomes available suggesting that the 
recovery of expenditures is unlikely, the amount capitalized is written off to profit or loss in the period the new 
information becomes available. 
 
The Company assesses at each reporting date if the intangible assets have indicators of impairment. In 
determining whether the intangible assets are impaired, the Company assesses certain criteria, including 
observable decreases in value, significant changes with an adverse effect on the entity, a change in market interest 
rates, evidence of technological obsolescence and plans. 
 

• Research and development expenditures 
 

Costs to develop products that will be sold are capitalized to the extent that the criteria for recognition as intangible 
assets in IAS 38 Intangible Assets are met. Those criteria require that the product is technically, and economically 
feasible, which management assessed based on the attributes of the development project, perceived user needs, 
industry trends and expected future economic conditions. Management considers these factors in aggregate and 
applies significant judgment to determine whether the product is feasible. The Company has not capitalized any 
product development costs as at December 31, 2019 and 2018. 
 
The Company is also entitled to refundable tax credits on qualified research and development expenditures. 
Management’s judgment is applied in determining whether the research and development expenditures are 
eligible for claiming such credits and determining an appropriate accrual.  

 

• Going concern assumption  
 

The assessment of whether the going concern assumption is appropriate requires management to consider all 
available information about the future, which is at least, but not limited to, twelve months from the end of the 
reporting period. The Company is aware that material uncertainties related to events or conditions may cast 
significant doubt upon the Company’s ability to continue as a going concern. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Critical Accounting Estimates and Judgments (Continued) 
 

 Critical Accounting Judgments (Continued) 
 

• The determination of the Company and its subsidiary’s functional currency 
The functional currency of the Company and its subsidiary is the currency of the primary economic environment 
and the Company reconsiders the functional currency if there is a change in events and conditions which 
determined the primary economic environment. 
 

• Modification versus extinguishment of financial liability 
Judgement is required in applying IFRS 9 Financial Instruments to determine whether the amended terms of the 
loan agreements are a substantial modification of an existing financial liability and whether it should be accounted 
for as an extinguishment of the original financial liability. 
 

• Right of Use Assets and Lease Liability 

 
For right of use assets and lease liability, the Company applies judgement in determining whether the contract 
contains an identified asset, whether they have the right to control the asset, and the lease term. The lease term 
is based on considering facts and circumstances, both qualitative and quantitative, that can create an economic 
incentive to exercise renewal options. Management considers all facts and circumstances that create an economic 
incentive to exercise an extension option, or not to exercise a termination option. 
 

 

Financial Instruments 
 

Financial Assets  
 

The Company recognizes a financial asset when it becomes a party to the contractual provisions of the instrument. The 
Company classifies financial assets at initial recognition as financial assets: measured at amortized cost, measured at fair 
value through other comprehensive income or measured at fair value through profit or loss. 
 
The Company’s business model for managing financial assets refers to how it manages its financial assets in order to 
generate cash flows. The business model determines whether cash flows will result from collecting contractual cash flows, 
selling the financial assets, or both. Assessment and decision on the business model approach used is an accounting 
judgement. 
 
Financial assets measured at amortized costs 
 
A financial asset that meets both of the following conditions is classified as a financial asset measured at amortized cost. 
 
- The Company’s business model for such financial assets, is to hold the assets in order to collect contractual cash 
 flows.  
- The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of 
 principal and interest on the amount outstanding. 
 
A financial asset measured at amortized cost is initially recognized at fair value plus transaction costs directly attributable 
to the asset. After initial recognition, the carrying amount of the financial asset measured at amortized cost is determined 
using the effective interest method, net of impairment loss, if necessary. 
 
Financial assets measured at fair value through other comprehensive income (“FVTOCI”) 
 
For financial assets that are not held for trading, the Company can make an irrevocable election at initial recognition to 
classify the instruments at fair value through other comprehensive income ("FTVOCI"), with all subsequent changes in fair 
value being recognized in other comprehensive income. This election is available for each separate investment. Under this  
FTVOCI category, fair value changes are recognized in OCI while dividends are recognized in profit or loss. On disposal 
of the investment the cumulative change in fair value is not recycled to profit or loss, rather transferred to deficit. The 
Company does not have any financial assets designated as FTVOCI. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Financial Instruments (Continued) 
 

Financial Assets (Continued) 
 
Financial assets measured at fair value through profit or loss (“FVTPL”) 

A financial asset measured at fair value through profit or loss is recognized initially at fair value with any associated 
transaction costs being recognized in profit or loss when incurred. Subsequently, the financial asset is re-measured at fair 
value, and a gain or loss is recognized in profit or loss in the reporting period in which it arises. 

Impairment 

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model. The expected credit loss 
model requires the Company to account for expected credit losses (“ECL”) and changes in those ECL at each reporting 
date to reflect changes in credit risk since initial recognition of the financial assets.  

 
Financial Liabilities 
 

Financial liabilities are recognized when the Company becomes a party to the contractual provisions of the financial 
instrument. A financial liability is derecognized when it is extinguished, discharged, cancelled or when it expires. Financial 
liabilities are classified as either financial liabilities at fair value through profit or loss or financial liabilities subsequently 
measured at amortized cost. All interest-related charges are reported in profit or loss within interest expense, if applicable. 
 
As at December 31, 2019, the Company’s financial instruments are comprised of cash, accounts receivable, convertible 
debt, short-term debt, lease liability, accounts payable and accrued liabilities.  

 

The Company classifies and discloses fair value measurements based on a three-level hierarchy: 
 

• Level 1 – inputs are unadjusted quoted prices in active markets for identical assets or liabilities; 

• Level 2 – inputs other than quoted prices in Level 1 that are observable for the asset or liability, either directly or 
indirectly; and 

• Level 3 – inputs for the asset or liability are not based on observable market data. 
 

The Company’s financial instruments are accounted for as follows. 
 

  

Financial Asset  
Cash  FVTPL 
Accounts receivable Amortized cost 
Prepaids and deposits Amortized cost 
  
Financial Liability  
Accounts payable and accrued 
liabilities 

Amortized cost 

Short-term debt Amortized cost 
Lease Liability Amortized cost 
Convertible debt Amortized cost 

 
Compound Financial Instruments 
 

Compound financial instruments issued by the Company comprise convertible debt in Canadian dollars that can be 
converted to common shares at the option of the holder, when the number of shares to be issued is fixed and does not vary 
with changes in fair value. 
 
The liability component of compound financial instruments is initially recognized at the fair value of a similar liability that 
does not have a conversion option. The conversion component is initially recognized at the difference between fair value 
of the compound financial instrument as a whole and the fair value of the liability component. Any directly attributable 
transaction costs are allocated to the liability and conversion components in proportion to their initial carrying amounts. 
Subsequent to initial recognition, the liability component of a compound financial instrument is measured at amortized cost 
using the discounted cash flows. Interest related to the financial liability is recognized in profit or loss. On conversion, the 
financial liability is reclassified to equity and no gain or loss is recognized. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Property, Equipment and Furniture 
 

Property, equipment and furniture is recorded at cost less accumulated amortization and accumulated impairment losses. 
Amortization is recorded using the declining-balance method, other than leasehold improvements, and is intended to 
amortize the cost of the assets over their estimated useful lives. 
 

Computer equipment 
Computer software 

 
55% 
40% 

Office equipment  20% 
Leasehold improvements  Over lease period 
   

Any additions for equipment are amortized during the year on a prorated basis. Amortization methods, useful lives and 
residual values are reviewed at each reporting date and adjusted if appropriate. 
 
Intangible Assets 
 

Recognition and measurement 
 
Intangible assets include trademarks acquired by the Company and have finite useful lives and are measured at cost less 
accumulated amortization and any accumulated impairment losses.  
 
Subsequent expenditure 
 
Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the specific asset 
to which it relates. All other expenditures are recognized in the consolidated statements of operations and comprehensive 
loss as incurred. 
 
Amortization 
 
Amortization is recorded using the straight-line method and is intended to amortize the cost of the assets over their 
estimated useful lives. The estimated useful life of the Company’s trademarks is 10 years. 
 
Amortization methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate. 
 
Government assistance 

 
Government grants, including grants from similar bodies, consisting of investment tax credits are recorded as a reduction 
of the related expense or cost of the asset acquired. Government grants are recognized when there is reasonable 
assurance that the Company has met the requirements of the approved grant program and there is reasonable assurance 
that the grant will be received. 

 
Research grants that compensate the Company for expenses incurred are recognized in profit or loss in reduction thereof 
on a systematic basis in the same years in which the expenses are recognized. Grants that compensate the Company for 
the cost of an asset are applied against the cost of the asset and recognized in profit or loss on a systematic basis over 
the useful life of the asset. The Company received $569,185 as government grants and is netted against research and 
development expenses. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Research and Development 
 

The Company incurs costs on activities that relate to research and development of new products. Research and 
development costs are expensed, except in cases where development costs meet certain identifiable criteria for deferral, 
including technical feasibility. Development costs are capitalized only if the expenditures can be measured reliably, the 
product or process is technically and commercially feasible, future economic benefits are probable, and the Company 
intends to, and has sufficient resources to, complete development and to use or sell the asset. Deferred development costs 
are amortized over the life of related commercial production, or in the case of serviceable property and equipment, are 
included in the appropriate property group and are depreciated over its estimated useful life. As at December 31, 2019, the 
Company has not capitalized any research and development costs. 
 
Impairment of Non-Financial Assets 
 

At the end of each reporting period, the Company reviews the carrying amounts of long-lived assets to determine whether 
there is an indication that those assets have suffered an impairment. If any such indication exists, the recoverable amount 
of the asset is estimated in order to determine the extent of the impairment charge (if any). The Company’s long-lived 
assets consists of property, equipment and furniture, and intangible assets.  
 
The recoverable amount used for this purpose is the higher of the fair value less costs to sell and value in use. In assessing 
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the asset. 
 
If the recoverable amount of an asset is estimated to be less than its recorded amount, the recorded amount of the asset 
is reduced to its recoverable amount. An impairment charge is recognized immediately in the consolidated statements of 
operations and comprehensive loss, unless the relevant asset is carried at a revalued amount, in which case the impairment 
loss is treated as a revaluation decrease. 
 
Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate of 
its recoverable amount, to a maximum amount equal to the carrying amount that would have been determined had no 
impairment loss been recognized for the asset in prior years. 
 
Share Capital 
 

Proceeds received on the issuance of units, consisting of common shares and warrants, are allocated first to common 
shares based on the market trading price of the common shares at the time the units are issued, and any excess is allocated 
to warrants. 
 
Incremental costs directly attributed to the issuance of common shares are shown in equity as a reduction, net of tax, of 
the proceeds received on issue. Shares issued for non-monetary consideration are valued based on the fair value of the 
goods or services received unless the fair value of the shares are a more reliable measure. 
 
Share-based Compensation 
 

The Company has a stock option plan, described in Note 11, which grants stock options to the Company’s 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 the options is measured using the Black-Scholes option pricing model and is recognized over the vesting 
period. For directors and employees, the fair value of the options is measured at the date of grant. Share-based payments 
to non-employees are measured at the fair value of the goods or services received or the fair value of the equity instruments 
issued if it is determined the fair value of the goods or services cannot be reliably measured and are recorded at the date 
the goods or services are received. The offset to the recorded cost is to share-based compensation reserve. Consideration 
received on the exercise of stock options is recorded as share capital and the recorded amount to share-based 
compensation reserve is transferred to share capital. The number of shares and options expected to vest is reviewed and 
adjusted at the end of each reporting period such that the amount recognized for services received as consideration for the 
equity instruments granted shall be based on the number of equity instruments that eventually vest. 
 
Where the terms and conditions of options are modified, the increase in the fair value of the options, measured immediately 
before and after the modification, is charged to profit or loss. For unexercised options that expire, the recorded value in 
share-based compensation reserve is transferred to deficit. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Revenue  
 
Revenue is derived primarily form the sales of the Company’s product CellB9. 
 

Revenue for product sales is recognized when all the performance obligations identified in the customer contract, typically 
consisting of a purchase order, are satisfied, point in time. The performance obligations in a typical purchase order are the 
manufacture of the CellB9 product and delivery of the product.  
 
Foreign Exchange 
 

Functional currency 
 

Items included in the consolidated financial statements are measured using the currency of the primary economic 
environment in which the entity operates (the “functional currency”), which has been determined to be the Canadian dollar. 
The functional currency of the entity’s subsidiary is the Australian dollar. 
 
Foreign currency transaction and balances 
 

Under IFRS, the results and financial position of all the Company’s entities (none of which has the currency of a 
hyper-inflationary economy) that have a functional currency different from the presentation currency are translated into the 
presentation currency as follows: 
 

• assets and liabilities are translated at the closing rate at the consolidated balance sheet date; 

• revenues and expenses are translated at the average exchange rate for the period (unless the average is not a 
reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case 
revenues and expenses are translated at the rate on the dates of the transactions); and 

• all resulting exchange differences are recognized in accumulated other comprehensive income. 
 

Transactions in currencies other than the entity’s functional currency are recorded at the average rates of exchange 
prevailing at the dates of the transactions. Monetary assets and liabilities are translated using the period-end foreign 
exchange rate. 
 
Non-monetary assets and liabilities are translated using the historical rate on the date of the transaction. 
 
Income Taxes 
 

The provision for income taxes consists of current and deferred tax expense and is recorded in operations. Current tax 
expense is the expected tax payable on the taxable income for the year, using tax rates enacted at the end of the period, 
adjusted for amendments to tax payable for previous years. 
 
Deferred tax assets and liabilities are computed using the asset and liability method on temporary differences between the 
carrying amounts of assets and liabilities on the consolidated statements of financial position and their corresponding tax 
values, using the enacted or substantively enacted income tax rates at each statement of financial position date. Deferred 
tax assets also result from unused losses, tax credits and other deductions carried forward. The valuation of deferred tax 
assets is reviewed on a regular basis and adjusted to the extent that it is not probable that sufficient taxable profit will be 
available to allow all or part of the deferred income tax asset to be utilized. 
 
Loss per Share 
 

The Company presents the basic and diluted loss per share data for its common shares, calculated by dividing the loss 
attributable to common shareholders of the Company by the weighted average number of common shares outstanding 
during the period. Diluted loss per share is determined by adjusting the loss attributable to common shareholders and the 
weighted average number of common shares outstanding for the effects of all dilutive potential common shares.  
 
Adoption of Accounting Standards 
 

On January 1, 2019, the Company adopted the following accounting pronouncements retrospectively with no restatement 
of comparative periods: 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Adoption of Accounting Standards (Continued) 
 

IFRS 16 Leases  
 
The Company adopted IFRS 16 effective January 1, 2019 using the modified retrospective approach. The impact of the 
adoption is discussed on Note 19. The comparative figures for the 2018 reporting period have not been restated and are 
accounted for under IAS 17 Leases, and IFRIC 4 Determining Whether an Arrangement Contains a Lease, as permitted 
under the specific transitional provisions in the standard. The following is the new accounting policy for leases under IFRS 
16. 
 
At inception, the Company assesses whether a contract contains an embedded lease. A contract contains a lease when 
the contract conveys a right to control the use of an identified asset for a period of time in exchange for consideration.  
 
The Company, as lessee, is required to recognize a right-of-use asset (“ROU asset”), representing its right to use the 
underlying asset, and a lease liability, representing its obligation to make lease payments.  
 
The Company may elect to not apply IFRS 16 to leases with a term of less than 12 months or to low value assets, which 
is made on an asset by asset basis.  
 
The Company recognizes a ROU asset and a lease liability at the commencement of the lease. The ROU asset is initially 
measured based on the present value of lease payments, plus initial direct cost, less any incentives received. It is 
subsequently measured at cost less accumulated depreciation, impairment losses and adjusted for certain 
remeasurements of the lease liability. The ROU asset is depreciated from the commencement date over the shorter of the 
lease term or the useful life of the underlying as set. The ROU asset is subject to testing for impairment if there is an 
indicator of impairment.  
 
The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement 
date, discounted by the interest rate implicit in the lease, or if that rate cannot be readily determined, the incremental 
borrowing rate. The incremental borrowing rate is the rate which the operation would have to pay to borrow over a similar 
term and with similar security, the funds necessary to obtain an asset of similar value to the ROU asset in a similar economic 
environment. 
 
 Lease payments included in the measurement of the lease liability are comprised of:  
 

• fixed payments, including in-substance fixed payments;  
• variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the 

commencement date;  
• amounts expected to be payable under a residual value guarantee; 
• the exercise price under a purchase option that the Company is reasonably certain to exercise;  
• lease payments in an optional renewal period if the Company is reasonably certain to exercise an extension option; 

and  
• penalties for early termination of a lease unless the Company is reasonably certain not to terminate early.  

 
The lease liability is subsequently increased by the interest cost on the lease liability and decreased by lease payments 
made. It is remeasured when there is a change in future lease payments arising from a change in an index or a rate, a 
change in the estimate of the amount expected to be payable under a residual value guarantee, or as appropriate, changes 
in the assessment of whether a purchase or extension option is reasonably certain to be exercised or a termination option 
is reasonably certain not to be exercised. 
 
Variable lease payments that do not depend on an index or a rate not included in the initial measurement of the ROU asset 
and lease liability are recognized as an expense in the consolidated statement of comprehensive loss in the period in which 
they are incurred.  
 
The ROU assets are presented within “Right-of-use asset” and the lease liabilities are presented in “Lease liability” on the 
consolidated balance sheet. 

The Company has an office lease for its headquarters in Vancouver, British Columbia that was classified as an operating 
lease under IAS 17. At transition to IFRS 16, this lease liability was measured at the present value of the remaining lease 
payments and discounted using an incremental borrowing rate of 5% as of January 1, 2019. As a result, the Company, as  
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3.  SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Adoption of Accounting Standards (Continued) 
 

IFRS 16 Leases  

a lessee, has recognized $502,177 as a lease liability, representing its obligation to make lease payments. A ROU asset 
of the same amount was recognized, representing its right to use the underlying asset. 

The following table summarizes the difference between the operating lease commitment disclosed immediately preceding 
the date of initial application and lease liability recognized on the consolidated statement of financial position at the date of 
initial application: 

 

Operating lease obligation as at December 31, 2018  $            546,640  

Effect of discounting at incremental borrowing rate  (44,463) 

Lease liability recognized as of January 1, 2019  $             502,177  

 
4. PREPAID AND DEPOSITS 

  2019 2018 

Current   

     Advance to UniQuest for projects $                - $ 508,209 

     R&D supply prepaid – short-term 116,795 560,614 

     Other prepaid and deposits 47,398 126,540 

 164,193 1,195,363 
Non-current 
     Advance to UniQuest for equipment 62,432 269,426 

     R&D supply prepaid – long-term - 116,795 

     Office deposit 27,363 27,363 

 89,795 413,584 

Total prepaid and deposits  $ 253,988 $ 1,608,947 

 
The advance to UniQuest Pty Limited (“UniQuest”) for the year ended December 21, 2018 related to prepayments made 
to UniQuest for the three research and development contracts entered in the years 2017 and 2018. Payments made to 
UniQuest were recorded as a prepayment and amounts for work completed is expensed to research and development 
(“R&D”).  
 
The short-term R&D supply deposit relates to the R&D supply agreement the Company entered, effective September 18, 
2017, with a licensed producer of medical cannabis (“Supplier”). In exchange for 12,820,515 options, the Supplier is 
supplying samples of cannabis-derived products and ingredient information for use by the Company in its R&D program. 
Each option was exercisable to one common share of the Company at $0.156 per share for a period of 24 months from the 
grant date. These options were not exercised during the 24-month period and expired on September 19, 2019. The fair 
value of the stock options was determined using the Black-Scholes option pricing model with the following assumptions: 
exercise price - $0.156, expected life – 2 years, volatility – 107%, risk-free rate – 1.54%, and dividend yield – 0%. The R&D 
supply deposit is amortized from March 26, 2018, when the first shipment was received, to the end of the agreement, March 
20, 2020. For the year ended December 31, 2019, $560,614 (2018 - $443,820) was expensed and recorded as an R&D 
expense. 
 

During the year ended December 31, 2018, the Company recorded an impairment of $2,775,000 in other prepaid and 
deposits relating to marketing and promotion activities due to the termination of agreements with third parties as the services 
were not received. The Company has filed a lawsuit against the third parties to pursue a potential recovery of the prepaid 
and deposits written off.  
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5. PROPERTY, EQUPMENT AND FURNITURE 

  
Computer 

Equipment 
Computer 
Software 

 Office 
Equipment 

Leasehold 
Improvements  Total  

COST $ $ $ $ $ 

Balance, December 31, 2017 48,376             1,683  36,221 82,943 169,223 

Additions 7,669           -  - - 7,669 

Balance, December 31, 2018 and 
2019 56,045           1,683            36,221               82,943  176,892 

      
ACCUMULATED AMORTIZATION      
Balance, December 31, 2017 10,878 874 3,887 4,147 19,786 

Amortization 18,369 324 6,467 8,294 33,454 

Balance, December 31, 2018 29,247 1,198 10,354 12,441 53,240 

Amortization  11,140 193 5,173 8,417 24,923 

Balance, December 31, 2019 40,387 1,391 15,527 20,858 78,163 

Net book value, December 31, 2018 26,798 485 25,867 70,502 123,652 

Net book value, December, 2019 15,658 292 20,694 62,085 98,729 

 
6. INTANGIBLE ASSETS 

  Trademarks 

COST  $  

Balance, December 31, 2017 26,894 

Additions 2,912 

Balance, December 31, 2018 29,806 

Additions 1,330 

Balance at December 31, 2019            31,136  

ACCUMULATED AMORTIZATION  
Balance, December 31, 2017                       -  

Additions 2,835 

Balance, December 31, 2018 2,835 

Additions 3,047 

Balance at December 31, 2019 5,882 

Net book value, December 31, 2018 26,971 

Net book value, December 31, 2019 25,254 

 
Trademark costs include costs for registering and filing the Company’s trademarks, which included filing in the United 
States, Australia and Europe. 
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7. SHORT-TERM DEBT 
 
On May 29, 2019, the Company entered into a short-term loan agreement with its Chief Executive Officer for $300,000 with 
a maturity date of November 29, 2019. The loan is unsecured, at an interest rate of 5% per annum, compounded semi-
annually and payable on the maturity date. Under the terms of the agreement, the Company granted 5,000,000 transferable 
bonus common purchase warrants entitling the holder to purchase one common share in the capital of the Company at an 
exercise price of $0.06 per share for a period of one year from grant date. The Company has drawn $300,000 on this loan 
and has accrued $8,950 interest during the year ended December 31, 2019. The fair value of liability was allocated entirely 
to the liability component. On February 21, 2020, the maturity date was amended from November 29, 2019 to May 29, 
2020. 
 
During the year ended December 31, 2019, advances, which are unsecured, payable on demand and bearing no interest, 
were made to the Company by way of short-term loan as follows: 
 

• The Company’s Chief Financial Officer lent the Company $20,000 on April 25, 2019 and $1,500 on November 27, 

2019. $20,000 repaid on November 28, 2019, with a total of $1,500 outstanding at December 31, 2019. 

• The Company’s Chief Executive Officer lent the Company  $20,000 on May 29, 2019, $2,500 on June 28, 2019, $1,000 
on July 5, 2019, $3,000 on September 25, 2019, and $3,000 on November 27, 2019. $26,500 was repaid on October 
10, 2019, with a total of $3,000 outstanding at December 31, 2019. 

• The Company’s shareholder and former President lent the Company $3,000 on June 28, 2019, $3,000 on September 
25, 2019 and $3,000 on November 27, 2019. $6,000 repaid on October 10, 2019, with a total of $3,000 outstanding at 
December 31, 2019 

• On July 5, 2019, a company owned by Chief Executive Officer lent the Company $3,000, which was outstanding at 
December 31, 2019. 

• An employee related to the Company’s Chief Executive Officer lent the Company $3,000 on September 25, 2019, 
$2,000 on September 26, 2019 and $650 on December 2, 2019. The total amount outstanding at December 31, 2019 
was $5,650. 

 
8. CONVERTIBLE DEBT - SHORT-TERM 

 

On March 28, 2018, the Company entered into an unsecured credit facility agreement with its shareholder and former 
President for $700,000. Under the terms of the agreement, the amount of any outstanding principal and accrued interest 
thereon under the credit facility is convertible into common shares of the Company at the lender’s request at $0.10 per 
share. The original maturity date on the facility was March 28, 2019.  
 
On April 20, 2018, the conversion price was amended from $0.10 to $0.06 per share and $162,691 was recorded as a loss 
on modification to profit or loss with a corresponding adjustment to shareholders’ deficiency. On March 28, 2019, the 
maturity date for the debt was extended from March 28, 2019 to March 29, 2020, and a gain on modification of $67,666 
(2018- $162,691) was recorded in reserve. As at December 31, 2019, $695,000 (2018- $565,000) was drawn on the facility, 
bearing 5% simple interest. Interest of $62,476 (2018- $27,975) was accrued as at that date  

 
The Company bifurcated the notes into their components using a discounted cash flow model with an estimated fair value 
interest rate of 15.5% to estimate the fair value of the liability component with the remaining balance representing the equity 
component.  
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8. CONVERTIBLE DEBT - SHORT-TERM (Continued) 
 

Reconciliation of the convertible debt is as follows: 
 

Balance, December 31, 2017 $                            - 

Cash items  

Issuance of convertible debt (Tranche 1) 590,000 

Repayment of convertible debt (Tranche 1) (325,000) 

Issuance of convertible debt (Tranche 2) 300,000 

Non-cash items  

Repayment of convertible debt (Tranche 1) 28,661 

Equity portion of convertible debt (Tranche 1) (54,272) 

Equity portion of convertible debt (Tranche 2) (7,501) 

Interest expense 27,975 

Accreted interest 48,115 

Balance at December 31, 2018 $                 607,978 

Cash items  

 Issuance of convertible debt  130,000 

Non-cash items  

 Equity portion of convertible debt (2,345) 

 Interest expense 34,501 

 Accreted interest 65,179 

 Debt modification (67,666) 

Balance at December 31, 2019 $                  767,647 

 
9. CONVERTIBLE DEBT - LONG-TERM  

 
The Company has entered into two revolving line of credit facility agreements with its Chief Executive Officer and its former 
President (collectively the “Lenders”), whom are shareholders of the Company. Both are unsecured, bear simple interest 
of 5% per annum and are convertible into common shares in the capital of the Company. 
 
The first credit facility agreement was entered into on December 9, 2016 in the principal amount of $1,000,000. The 
agreement was amended March 31, 2017, wherein the principal amount was increased by $1,000,000 to a total of 
$2,000,000. Under the terms of the agreement and waiver (the “Waiver”) dated September 30, 2017, the amount of any 
outstanding principal and accrued interest thereon under the credit facility is convertible, after October 28, 2017, into 
common shares of the Company at the price of $0.10 per share. On April 20, 2018, the conversion price was amended 
from $0.10 to $0.06 per share and $845,130 was recorded as a loss on modification to profit or loss with a corresponding 
adjustment to shareholders’ deficiency. On June 5, 2018, $280,752 of the principal amount and $19,248 of the interest 
amount was converted to equity at the conversion price of $0.06 per common share, for a total of 5,000,000 shares. As at 
December 31, 2019, the Company has drawn $1,949,248 (2018 - $1,719,248) under the facility agreement and has accrued 
interest of $266,508 (2018 - $171,688).d 
 
The second facility was entered into on May 9, 2017, for a maximum of $1,000,000. Under the terms of the agreement and 
the Waiver, the amount of any outstanding principal and accrued interest thereon under the credit facility is convertible after 
October 28, 2017, into units, each consisting of one common share of the Company and one common share purchase 
warrant at a price of $0.10 per unit. Each common share purchase warrant entitles the holder to purchase one common 
share of the Company at the price of $0.20 for a period of 24 months after the issuance of the units, subject to acceleration. 
On April 20, 2018, the conversion price was amended from $0.10 per unit to $0.06 per unit and $372,234 was recorded as 
a loss on modification to profit or loss with a corresponding adjustment to shareholders’ deficiency. As at December 31, 
2019, the Company has drawn $975,500 (2018 - $900,500) under the facility agreement and has accrued interest $109,083 
(2018 - $60,308). 
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9. CONVERTIBLE DEBT - LONG-TERM (Continued) 
 
On January 26, 2018, the Company entered into an agreement with the Lenders for $500,000 in the form of an unsecured 
convertible promissory note bearing simple interest at 5% per annum. This promissory note was added to the second facility 
above. Thereby, the terms of the facility entered on May 9, 2017 apply to the January 26, 2018 agreement. On April 20, 
2018, the conversion price was amended from $0.10 per unit to $0.06 per unit and $202,603 was recorded as a loss on 
modification to profit or loss with a corresponding adjustment to shareholders’ deficiency. As at December 31, 2019, the 
Company has accrued interest of $48,288 (2018 - $23,288) on this promissory note. 
 
On April 30, 2019, the Lenders signed a waiver to waive the right to demand the funds for all above loans until after July 
31, 2020 and on August 1, 2019, the Lenders signed a wavier to waive the right to demand the funds for all above loans 
until after July 31, 2021. The Company recorded $474,276 gain on modification of the debt in reserve. 
 
The Company bifurcated the notes into their components using a discounted cash flow model with an estimated fair value 
interest rate of 15.5% to estimate the fair value of the liability component with the remaining balance representing the equity 
component.  
 

Balance, December 31, 2017 $                  2,639,509 

Cash items  

Issuance of convertible debt 500,000 

Non-cash items  

Debt conversion (300,000) 

Equity portion of convertible debt (87,662) 

Interest expense 178,300 

Accreted interest 291,722 

Debt modification (177,981) 

Balance at December 31, 2018 $                  3,043,888                   

Cash items  

Issuance of convertible debt 305,000 

Non-cash items  

Equity portion of convertible debt (26,820) 

Interest expense 168,595 

Accreted interest 280,608 

Debt modification (474,276) 

Balance at December 31, 2019 $                  3,296,995                   

 
10.  SHARE CAPITAL 

 
At the annual general and special meeting of shareholders of the Company held on May 14, 2018, the shareholders passed 
a special resolution approving the subdivision of the Company’s issued and outstanding common shares on the basis of 
five (5) new post-subdivision common shares for everyone (1) pre-subdivision common share (the "Stock Split"). The 
number of shares, warrants, options, and the related prices per share have been adjusted to reflect the Stock Split. 
 
Authorized 
 
The Company is authorized to issue an unlimited number of common Class “A” voting shares without par value. There 
were 396,448,905 common shares of the Company issued and outstanding as at December 31, 2019. 
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10. SHARE CAPITAL (Continued) 
 

Escrow shares 
 

On June 30, 2017, the Company entered into an escrow agreement whereby certain shares, warrants, and stock options 
of the Company will be held in escrow.  
 
Securities held in escrow as at December 31, 2019 were as follows: 

• 44,543,400 Common shares 

• 4,175,000 stock options 

• 540,000 warrants  

• $2,550,000 principal amount convertible debentures 
 

Securities held in escrow as at December 31, 2018 were as follows: 

• 90,786,800 Common shares 

• 6,100,000 stock options 

• 1,080,000 warrants  

• $2,550,000 principal amount convertible debentures 
 

The terms of the securities held in escrow are as follows: 

• 1/4 of escrow securities to be released on the Company’s listing date. 

• 1/3 of escrow securities to be released 6 months after the listing date. 

• 1/2 of escrow securities to be released 12 months after the listing date. 

• Remaining escrow securities to be released 18 months after the listing date.  
 
Issuance 
 

Share issuance during the year ended December 31, 2019 consisted of: 
 

• On February 11, 2019, the Company issued 6,100,000 units (“Unit(s)”) for a total gross value of $305,000 through a 
non-brokered private placement offering. Each Unit comprises of one common share and one common share purchase 
warrant entitling the holder to acquire one additional common share at a price of $0.08 per warrant for a period of two 
years from the issuance date, subject to acceleration.  

 

• In connection with the above private placement, the Company issued 160,000 units as finders fees, fair valued at 
$8,000 ($0.05 per unit). The Company also issued 224,000 broker warrants, exercisable into one common share at 
$0.08 until February 11, 2021, fair valued at $5,824 (Note 11) and incurred $15,200 in cash as finders’ fees for this 
private placement. Legal costs for the issuance of the shares for the private placement was $10,491. 
 

During the year ended December 31, 2018, the Company issued: 
 

• 2,225,365 common shares for services fair valued at $125,596 (expensed under consulting fees); 

• 5,772,875 common shares for early partial debt conversion of $363,840; 

• 4,718,400 common shares were issued as finders; fees in relation to the June 2018 Private Placement, fair valued at 

$235,920 ($0.05 per common share); 

• 128,999,750 common shares for gross proceeds of $6,449,988 and 128,999,750 warrants to purchase the Company’s 
common shares at an exercisable price of $0.10 per share. As part of the June 2018 Private Placement, the Company 
issued 1,800,000 warrants for service at an exercisable price of $0.10 per shares and 6,301,600, broker warrants for 
finders’ fees at an exercisable price of $0.10 per share fair valued at $140,060. All warrants issued with the Private 
Placement expire on June 29, 2020. Cash share issuance cost of $185,930 was incurred; and 

• 2,950,000 warrants were exercised for issue of 2,950,000 common shares at an exercise price of $0.10 per share for 
gross proceeds of $295,000. 
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11. STOCK OPTIONS 
 

Stock Option Plan 
 

Stock options to purchase common shares have been granted to directors, employees, contractors and consultants at 
exercise prices determined by reference to the market value on the date of the grant. The number of shares available for 
options to be granted under the Company’s rolling stock option plan is 10% of the number of shares outstanding (the 
“Plan”). Options granted under the Plan vest immediately or over a period at the discretion of the Board of Directors.  

 

Under the Plan, the number of shares reserved for issuance to any one optionee will not exceed 5% of the then issued and 
outstanding shares. The options are non-assignable and non-transferable and will be exercisable up to 10 years from the 
date of grant. The minimum exercise price of an option granted under the Plan must not be less than the discounted market 
price, as such term is defined in the policies of the Canadian Securities Exchange (“CSE”) and other applicable regulatory 
authorities. 
 
The changes in stock options outstanding are as follows:   
   

 
Number of Stock 

Options Outstanding 
Weighted Average  

Exercise Price 

Balance at December 31, 2017 36,667,855 $    0.10 

   Granted 14,401,889 $    0.10 

   Expired (13,000,000) $    0.08 

Balance at December 31, 2018 38,069,744 $    0.11 

   Granted 700,000 $    0.06 

 Expired and forfeited (23,486,904) $    0.14 

Balance at December 31, 2019 15,282,840 $    0.07 

 
As at December 31, 2019, the Company had the following stock options outstanding and exercisable: 

 

 
Date of Expiry 

Number 
Outstanding  

Weighted 
Average 

Exercise Price 
Number 

Exercisable  

Weighted 
Average 

Exercise Price 

Weighted Average 
Remaining Life in 

Years 

April 15, 2020 500,000 $    0.07 375,000 $    0.07 0.29 

August 10, 2020 7,749,500 $    0.05 7,749,500 $    0.05 0.61 

August 31, 2020 1,250,000 $    0.05 1,250,000 $    0.05 0.67 

October 20, 2020 2,000,000 $    0.13 2,000,000 $    0.13 0.81 

June 30, 2021 2,250,000 $    0.10 2,250,000 $    0.10 1.50 

September 7, 2021 1,333,340 $    0.06 1,333,340 $    0.06 1.69 

November 4, 2021 200,000 $    0.03 200,000 $    0.03 1.85 

Total 15,282,840 $    0.07 15,157,840 $    0.07 0.87 
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11. STOCK OPTIONS (Continued) 
 
Stock Option Plan (Continued) 
 

As at December 31, 2018, the Company had the following stock options outstanding and exercisable: 

 
Date of Expiry 

Number 
Outstanding  

Weighted 
Average 

Exercise Price 
Number  

Exercisable 

Weighted 
Average 

Exercise Price 

Weighted Average 
Remaining Life in 

Years 

January 19, 2019 2,500,000 $    0.10 1,875,000 $    0.10 0.05 

January 30, 2019 3,901,889 $    0.14 400,000 $    0.14 0.08 

February 28, 2019 500,000 $    0.09 375,000 $    0.09 0.16 

May 18, 2019 664,500 $    0.13 664,500 $    0.13 0.38 

August 29, 2019 1,100,000 $    0.16 1,100,000 $    0.16 0.66 

September 19, 2019 12,820,515 $    0.16 12,820,515 $    0.16 0.72 

August 10, 2020 9,249,500 $    0.05 9,249,500 $    0.05 1.61 

August 31, 2020 1,250,000 $    0.05 1,250,000 $    0.05 1.66 

June 30, 2021 2,250,000 $    0.10 2,250,000 $    0.10 2.49 

September 7, 2021 1,333,340 $    0.06 1,333,340 $    0.06 2.69 

March 12, 2022 500,000 $    0.09 500,000 $    0.09 3.20 

October 20, 2022 2,000,000 $    0.12 2,000,000 $    0.12 1.81 

Total 38,069,744 $    0.11 33,817,855 $    0.11 1.22 
 

 
When the Company issues stock options, it records a share-based compensation in the year or period in which the options 
are granted and/or vested. The expense is estimated using the following assumptions: 
 

• The stock price volatility is based on the Company’s historical prices  

• The risk-free interest rate is based on yield curves on Canadian government zero-coupon bonds with a remaining term 

equal to the expected life of the stock options. 

• The Company used historical data to estimate option exercise, forfeiture and employee termination within the valuation 

model. 

• The Company has not paid and does not anticipate paying dividends on its common shares. Companies are required 

to utilize an estimated forfeiture rate when calculating the expense for the reporting period. 

• Based on the best estimate, management applied the estimated forfeiture rate of 0% in determining the share-based 
compensation recorded in the accompanying consolidated statements of operations and comprehensive loss. 

The Company used the Black-Scholes option pricing model to determine the fair value of 700,000 (2018 - 14,401,889) 
options granted during the year ended December 31, 2019 with a weighted average fair value of $0.03 (2018 – 0.06) 
 
The following weighted average assumptions were used with vesting from date of grant for two years:   

 

 2019 2018 

Risk-free interest rate 1.69% 1.95% 

Expected dividend yield 0.00% 0.00% 

Expected stock price volatility 132.6% 113% 

Expected option life in years 1.33 1.76 

Forfeiture rate 0.00% 0.00% 

 
Option pricing models require the input of highly subjective assumptions, including the expected price volatility. Changes 
in these input assumptions can materially affect the fair value estimate. For the year ended December 31, 2019, the 
Company recorded $14,381 (2018 - $621,022) in relation to the vesting of the stock options. 
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12. WARRANTS 
 

The changes in warrants outstanding are as follows:   
   

 Number of Warrants 
Weighted Average  

Exercise Price 

Balance at December 31, 2017 42,639,615 $    0.15 

   Issued - private placement 128,999,750 $    0.10 

   Issued - issued for services 1,800,000 $    0.10 

   Issued - broker option warrants 6,301,600 $    0.10 

   Private placement warrants exercised (2,950,000) $    0.10 

   Broker option warrants expired (283,615) $    0.06 

Balance at December 31, 2018 176,507,350 $    0.11 

   Issued - private placement 6,100,000 $    0.08 

   Issued - broker option warrants  384,000 $    0.08 

   Issued - debt arrangement  5,000,000 $    0.06 

   Expired - private placement  (21,356,000) $    0.20 

Balance December 31, 2019 166,635,350 $    0.10 

 
As at December 31, 2019, the Company had the following warrants outstanding and exercisable: 

 

Date of Expiry 
Number 

Outstanding Exercisable 

Weighted 
Average Exercise 

Price 

Weighted Average 
Remaining Life in 

Years 

May 28, 2020 5,000,000 5,000,000 $    0.06 0.41 

June 29, 2020 134,151,350 134,151,350 $    0.10 0.50 

February 11, 2021 6,484,000 6,484,000 $    0.08 1.12 

July 12, 2022 21,000,000 7,000,000 $    0.10 2.53 

Total 166,635,350 152,635,350 $    0.10 0.77 

 
For the February 2019 Private Placement, a total of 384,000 broker warrants were issued as finders’ fees. 160,000 of these 
warrants were part of the units issued and 224,000 were broker warrants. For the 224,000 broker warrants, with an exercise 
price of $0.08 for a term of two years, the Company recorded an estimated issuance cost of $5,824. The estimate was 
based on Black-Scholes option pricing model with an expected life of 2 years, volatility of 120.45%, risk-free rate of 1.79%, 
and a dividend yield of 0%.  

 
As at December 31, 2018, the Company had the following warrants outstanding and exercisable: 
 

Date of Expiry 
Number 

Outstanding Exercisable 

Weighted 
Average Exercise 

Price 

Weighted Average 
Remaining Life in 

Years 

June 30, 2019* 21,356,000 21,356,000 $    0.20 0.50 

June 29, 2020 134,151,350 134,151,350 $    0.10 1.50 

July 12, 2022 21,000,000 7,000,000 $    0.10 3.53 

Total 176,507,350 162,507,350 $    0.11 1.62 

 
For the June 2018 Private Placement, a total of 6,301,600 broker warrants were issued as finders’ fees. 3,118,400 of these 
warrants were part of the units issued and 3,183,200 were broker warrants. The Company recorded an estimated issuance 
cost of $140,060 for the 3,183,200 broker warrants were issued as finders’ fees on June 30, 2018, with an exercise price  
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12. WARRANTS (Continued) 
 

of $0.10. The estimate was based on Black-Scholes option pricing model with an expected life of 2 years, volatility of 
118.38%, risk-free rate of 1.90%, and a dividend yield of 0%.  
 
On July 12, 2017, 21,000,000 performance warrants were issued at an exercise price of $0.10 per warrant with the expiry 
date of July 12, 2022 to certain consultants, officer and other persons. The performance warrants will vest as follows: 
 

• One third on the issue date; 

• One third on the date of filing of a patent application in Canada, Australia or the United States by the Company for 
any of its technologies, including synthetic scorpion venom, gene therapy for obesity and diabetes or sol-gel 
delivery platform; and 

• One third on the date of the filing of an additional patent application in Canada, Australia or the United States by 
the Company for any of its technologies, including synthetic scorpion venom, gene therapy for obesity and diabetes 
or sol-gel delivery platform. 

 

The Company recorded $419,062 (2018 - $484,156) in share-based compensation relating to warrants vested during the 
year ended December 31, 2019  

 

13. RELATED PARTIES  
 
Key Management Compensation 
 

The Company’s key management consist of the following executive officers and directors: 
 

Name Position Nature of transaction 

Stephen Van Deventer   CEO and Chairman Management Services 

Makarand Jawadekar President, Director, Chief Scientific Officer Management Services 

Shabira Rajan  CFO and Controller Management Services 

Harendra Parekh Chief Research Officer Management Services 

Kimberly Van Deventer (resigned April 9, 2018) Former Director Management Services 

Maher Khaled (resigned October 20, 2018) CEO, PreveCeutical (Australia) Management Services 

Keith Anderson Director Directors fees 

Mark Lotz Director Directors fees 

 
The remuneration of key management is set out below in aggregate for each of the categories specified in IAS 24 Related 
Party Disclosures. 
 

For the years ended December 31,    2019   2018 

Salaries and wages $ 177,196 $ 368,785 

Management consulting  79,531  411,364 

Directors fees  30,000  - 

  $ 286,727 $ 780,149 

 
Management consulting for the year ended December 31, 2019, paid to the Chief Science Officer, was recorded as 
research and development consulting, and Directors fees is included in Salaries and wages in Consolidated Statements of 
Operations and Comprehensive Loss.  
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13. RELATED PARTIES (Continued) 
 
Related Party Transactions 
 
Other related transactions for the year ended December 31, 2019 and 2018 included wages, benefits, royalty, interest and 
reimbursement for shared rent and general cost from a related company. 
 
Except as disclosed elsewhere in the consolidated financial statements, related party transactions for the years ended 
December 31, 2019 and 2018 are as follows. 

 

For the years ended December 31,   2019   2018 

Wages and benefits and consulting fees to employees and consultants 
related to certain officer and past officer $ 127,792 $ 145,337 
Interest payable accrued on loan payable to company controlled by key 
management personnel  -  1,503 

Royalty payable to company controlled by key management personnel  139  361 

Accrued loan interest payable to certain officers and past officer   495,259  258,493 
Shared rent and general cost received from a related company 
(Asterion)  (91,659)  - 

Stock options and warrants issued to certain officers and directors  2,980  196,015 

  $ 534,511 $ 601,709 

 
Shared rent and general cost agreement 
 
On November 1, 2018, the Company entered into a shared rent and general cost agreement with Asterion Cannabis Inc. 
(“Asterion”), whereby Asterion would reimburse costs related to sharing of the office space which is leased by the Company. 
Asterion is considered a related party as a director and executive officer of the Company is a control person of Asterion.  

 
 

Related Party Payable 
 
As at December 31, 2019, $150,077 (2018 - $51,934) was payable to related parties for services incurred and 
reimbursement of expenses, as recorded in accounts payable and accrued liabilities. All balances are unsecured, 
non-interest bearing, have no fixed repayment terms and are due on demand. These amounts do not include the advances 
made by certain officers (refer to Note 7). 
 
On July 8, 2019, the Company entered into an option agreement with Asterion. See Note 20 for details.  
 

14. SUPPLEMENTAL CASH FLOW INFORMATION 

 2019 2018 

Interest expense $          232,900 $           209,237 

Interest paid $                      - $               8,932 

Previously granted options included in prepaid and deposits $          116,795 $           677,409 

Shares issued for services $                      - $          125,595 

Shares issued for Finder’s fees $              8,000 $          235,920 

Broker warrants for private placements $              5,824 $          140,060 
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15. MANAGEMENT OF CAPITAL  
 
The Company manages its shareholders’ deficiency as capital. The Company’s objective when managing capital is to 
safeguard the Company’s ability to continue as a going concern in order to pursue the development of its assets and to 
maintain a flexible capital structure which optimizes the cost of capital at an acceptable risk.  
 
The Company manages the capital structure and adjusts it considering changes in economic conditions and the risk 
characteristics of the underlying assets. To maintain or adjust the capital structure, the Company may attempt to issue new 
shares, issue debt or acquire or dispose of assets. 
 
In order to facilitate the management of its capital requirements, the Company prepares expenditure budgets that are 
updated as necessary depending on various factors, including successful capital deployment and general industry 
conditions. 
 
In order to maximize ongoing efforts, the Company does not pay out dividends. The Company’s investment policy is to 
keep its cash treasury invested in demand certificates of deposit with major financial institutions. 
 
As at December 31, 2019, the shareholders’ deficiency was $4,486,780 (2018 - $2,285,171). The Company did not change 
its approach to capital management during the year ended December 31, 2019. The Company is not subject to externally 
imposed capital requirements. 
 

16.   INCOME TAXES 
 
The income tax provision recorded differs from the income tax obtained by applying the statutory income tax rate of 27.00% 
(2018 – 27.00%) to the income for the year and is reconciled as follows: 
 

  2019  2018 

   

Loss before income taxes $  3,578,900 $  11,884,130 

Canadian statutory income tax rate 27% 27% 

   

Expected income tax recovery (966,303) (3,208,715) 

Items not deductible for income tax purposes 170,106 1,539,181 
Differences on tax rates between Canada and 

Australia (5,362) (25,923) 

Foreign exchange impact on timing differences 6,061 (3,627) 

Effect of change in future tax rates 57,787 - 

Reversal of temporary differences 38,540 - 

Under/ over provided in prior years (358,219) 571,072 

Unused tax losses and tax offsets not recognized 1,065,265 1,087,664 

Income tax recovery $       (7,875) $       (40,348) 

 
The Company recognizes tax benefits on losses or other deductible amounts where it is probable future taxable income for 
the recognition of deferred tax assets has been met. The Company carries convertible debt with an equity portion for 
accounting purposes which gives rise to temporary differences that result in deferred tax liabilities for which deferred tax 
assets can be recognized, consisting of the following: 
 

  2019  2018 

   

Deferred tax liability on equity component of debt $         (29,165) $         (38,121) 

Deferred tax asset recognized to offset liability 29,165 38,121 

 $                     - $                     - 

 
Additionally, the Company’s unrecognized deductible temporary differences and unused tax losses for which no deferred 
tax asset is recognized consist of the following amounts: 
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16.   INCOME TAXES (Continued) 
 

  2019  2018 

   

Non-capital losses carried forward $    15,386,405     $    12,894,176 
Excess of undepreciated capital cost over carrying 

value of fixed assets 54,481 29,199 

Share issuance costs 205,511 378,089 

Lease liability 359,593 - 

 $    16,005,990    $   13,301,464 

 
Year Amount 

2035 $             112,000 

2036 1,394,000 

2037 3,799,000 

2038 7,280,000 

2039 1,635,000 

Indefinitely 1,166,000 

    $      15,386,000 

 
17. FINANCIAL INSTRUMENTS 

 

The Company’s financial instruments classified as level 1 in the fair value hierarchy are cash, accounts receivable,  
accounts payable and accrued liabilities, and short-term debt, as their carrying values approximate the fair values due to 
their short-term nature. The convertible debt, prepaids and deposits, and lease liability is classified as level 3.  
 
The Company’s financial instruments are exposed to certain risks, including credit risk, interest rate risk, liquidity risk and 
other market risk. 
 
Credit Risk 
 

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its contractual 
obligations. The Company’s cash is held through large Canadian and Australian financial institutions. The Company 
considers its credit risk on cash to be not significant and accounts receivable to be minimal.  

 
Interest Rate Risk 
 

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to changes in 
market interest rates. The Company’s short-term debt and convertible debts (Notes 7, 8 and 9) currently provides for interest 
at 5% per annum.  
 
Liquidity Risk 
 

Liquidity risk is the risk that the Company will encounter difficulty in satisfying financial obligations as they become due. 
The Company manages its liquidity risk by forecasting cash flows from operations and anticipated investing and financing 
activities. The Company’s objective in managing liquidity risk is to maintain sufficient readily available reserves in order to 
meet its liquidity requirements.  
 
At December 31, 2019, the Company had working capital deficiency of $1,546,563 compared to working capital at 
December 31, 2018, of $194,510. This included cash of $28,480 (2018 - $64,329) available to meet short-term business 
requirements and current liabilities of $1,834,810 (2018 - $1,143,359). The Company will require additional financing in the 
future to meet its obligations. The Company’s accounts payable and accrued liabilities have contractual maturities of less 
than 30 days and are subject to normal trade terms. 
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17. FINANCIAL INSTRUMENTS (Continued) 
 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the Company as at 
December 31, 2019: 

 
 

  1 year  2 to 3 years  Total 

Short-term debt –  (Note 7) $ 325,100 $ - $ 325,100 

Convertible debt – short-term (Note 8)  757,476  -  757,476 

Convertible debt – long-term (Note 9)  -  2,215,756  2,215,756 

Convertible debt – long-term (Note 9)  -  1,084,583  1,084,583 

Convertible debt – long-term (Note 9)  -  548,288  548,288 

 $ 1,082,576 $ 3,848,627 $ 4,931,203 

 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the Company as at 
December 31, 2018: 
 

  1 year  2 to 3 years  Total 

Convertible debt – short-term (Note 8) $ 922,192 $ - $ 922,192 

Convertible debt – long-term (Note 9)  -  1,964,895  1,964,895 

Convertible debt – long-term (Note 9)  -  1,009,657  1,009,657 

Convertible debt – long-term (Note 9)  -  550,068  550,068 

 $ 922,192 $ 3,524,620 $ 4,446,812 

 
Other Market Risk 
 

Other market risks that the Company is exposed to include currency risk. Currency risk is the risk of loss due to the 
fluctuation of foreign exchange rates and the effects of these fluctuations on foreign currency denominated monetary assets 
and liabilities.  
 
The Company is exposed to currency risk with its foreign subsidiary which is funded from time to time in the subsidiary’s 
currency. The Company is also exposed to currency risk with its other foreign business transactions.  
 
The Company does not invest in derivatives to mitigate these risks. 
 
As at December 31, 2019 and 2018, the Company’s net exposure to foreign currency risk on its financial instruments is 
as follows: 
 

 

  2019  2018 

  US Dollars  Australian Dollars  US Dollars  Australian Dollars 

Cash $ 6 $ 32,148 $ 4,981 $ 9,850 
Accounts receivable  -  46,946  -  - 
Accounts payable and 
accrued liabilities  (48,026)  (38,607)  (26,792)  (165,377) 

 $ (48,020) $ (40,487) $ (21,811) $ (155,527) 

 
Based on the above, assuming all other variables remain constant, a 10% (2018 - 10%) weakening or strengthening of the 
Canadian dollar against the US dollar and Australian would result in an increase/decrease of approximately $6,194 
(December 31, 2018 - $1,627) in net income (loss). 
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18. SEGMENTED INFORMATION 
 
The Company has one reportable segment being the development of innovative options for preventive and curative 
therapies utilizing organic and nature identical products..  
 
Selected segmented financial information is as follows: 

Years ended December 31,    2019 

 

2018 

Product Sales     
Canada  $  1,381 $ 5,680 
United States  1,650  1,729 
Other  -  8,043 

Total  $  3,031 $ 15,452 

 

As at December 31, 2019 and 2018, the Company’s long-term assets were in Canada and Australia as follows: 
 

 2019 2018 

 Canada Australia 
 

Total Canada Australia Total 

Computer equipment  $          14,341 $      1,196 
 

$   15,537 $      23,998 $     2,800 $     26,798 

Computer software 292 - 292 485 - 485 

Office equipment 20,693 - 20,693 25,867 - 25,867 

Leasehold improvements 62,207 - 62,207 70,502 - 70,502 

Right-of-use asset 355,613 - 355,613 - - - 

Total $         453,146 $     1,196 
 

$  454,342 $     120,852 $     2,800 $   123,652 

 
19. RIGHT-OF-USE ASSET AND LEASE LIABILITY 

 
The Company has a lease agreement for the headquarter office space in Vancouver, British Columbia. Upon transition to 
IFRS 16, the Company recognized $502,177 for a ROU asset and $502,177 for a lease liability as at January 1, 2019  

The continuity of the ROU asset and lease liability for the year ended December 31, 2019 is as follows: 
 

Right-of-use asset  

Value of right-of-use asset as at January 1, 2019  $         502,177  

Amortization         (146,564) 

Value of right-of-use asset as at December 31, 2019  $         355,613  

Lease liability  

Lease liability recognized as of January 1, 2019  $         502,177  

Lease payments  (163,439) 

Lease interest 20,854 

Lease liability recognized as of September 30, 2019  $         359,592  

Current portion  $         146,979  

Long-term portion 212,613  

  $         395,592  
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20. OPTION PAYMENTS 
 
On July 8, 2019, the Company and Asterion entered into an option to purchase agreement (the "Option Agreement"), 
whereby the Company has granted to Asterion the right and option (the "Option") to purchase up to 51% of the Company's 
right, title and interest in and to certain intellectual property rights relating to the Company's sol-gel nasal delivery system 
for the nose-to-brain delivery of therapeutic formulations, including cannabis and cannabinoids. 

 
Per the Option Agreement, Asterion will make a series of payments totaling $2,652,000. The Option will be acquired by 
Asterion upon making all the payments.  

 
Prior to the earlier of ten days after the date of the exercise of the option in full by Asterion and December 22, 2019, the 
Company has the right to buy-back all of the earned interest earned by Asterion to the date of the buy back for an amount 
equal to 150% of the aggregate amount of all cash payments made by Asterion. The Company has to provide a written 
notice to Asterion of the buy-back intention. 
 
As at December 31, 2019, the Company received $653,145 under the Option Agreement. This amount has been recorded 
as option payment under other income. 
 
Asterion is considered to be a related party as a director and executive officer of the Company is a control person of 
Asterion. 
 

21. COMMITMENTS 
 
The Company entered into a lease agreement for office premises commencing May 1, 2017 with an initial five-year term 
and a five-year equipment lease commencing July 1, 2017. For the year ended December 31, 2019, the Company incurred 
$168,064 (2018 - $149,014) in rent expense. This was offset by $84,032 for rent reimbursed by Asterion. 
 

Payments committed for the next three years are as follows: 
 

Year Amount 

2020 $      168,704 

2021 168,704 

2022 56,988 

 $      394,396 

 

22. CONTINGENCIES 
 

On July 11, 2019, the Company was named as a defendant in a lawsuit commenced in the Supreme Court of British 
Columbia (Tietz and Loewen v. Bridgemark Financial Corp. et al.) (the “Class Action Claim”). The Class Action Claim was 
brought under the British Columbia Class Proceedings Act and alleges certain misrepresentations in connection with various 
private placements conducted by the Company. The plaintiffs are seeking damages for claims arising from alleged 
misrepresentations regarding the Company’s disclosure of its June 2018 private placement. The Company intends to 
vigorously defend the Class Action Claim and has already taken legal action against certain defendants named in the Class 
Action Claim. The timeline and potential outcome of the Class Action Claim remain uncertain and management considers 
any claim against the Company to be without merit and accordingly no amounts have been accrued. 
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23.  EVENTS AFTER THE REPORTING DATE 
 
Following significant events occurred after December 31, 2019: 

 
i) Since December 31, 2019, the outbreak of the novel strain of coronavirus, specifically identified as “COVID-19”, 

has resulted in governments worldwide enacting emergency measures to combat the spread of the virus. These 
measures, which include the implementation of travel bans, self-imposed quarantine periods and physical 
distancing, have caused material disruption to business globally resulting in an economic slowdown. Global 
equity markets have experienced significant volatility and weakness. The duration and impact of the COVID-19 
outbreak is unknown at this time, as is the efficacy of the government and central bank interventions. It is not 
possible to reliably estimate the length and severity of these developments and the impact on the financial results 
and condition of the Company in future periods 
 

ii) The Company applied for the loan in the amount of $40,000 under the Canada Emergency Business Account 
(“CEBA”) Loan which was received on April 15, 2020. These funds will be utilized for the Company’s operations. 

 
iii) A total of 1,500,000 stock options were forfeited or expired.  
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INDEPENDENT AUDITORS' REPORT 
 

TO THE SHAREHOLDERS OF PREVECEUTICAL MEDICAL INC. 
(Formerly Carrara Exploration Corp.) 
 
Opinion 
We have audited the consolidated financial statements of PreveCeutical Medical Inc. and its subsidiaries 
(the "Company"), which comprise the consolidated statements of financial position as at December 31, 
2018 and 2017, and the consolidated statements of operations and comprehensive loss, changes in 
shareholders' deficiency and cash flows for the years then ended, and notes to the consolidated financial 
statements, including a summary of significant accounting policies. 
 
In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, 
the consolidated financial position of the Company as at December 31, 2018 and 2017, and its consolidated 
financial performance and its consolidated cash flows for the years then ended in accordance with 
International Financial Reporting Standards (“IFRS”). 
 
Basis for Opinion 
We conducted our audits in accordance with Canadian generally accepted auditing standards. Our 
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit 
of the Consolidated Financial Statements section of our report. We are independent of the Company in 
accordance with the ethical requirements that are relevant to our audit of the 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 in our audits is sufficient and appropriate to provide a 
basis for our opinion. 
 
Material Uncertainty Related to Going Concern 
We draw attention to Note 1 in the consolidated financial statements, which indicates that the Company 
incurred a net loss of $11,884,130 during the year ended December 31, 2018 and, as of that date, the 
Company’s working capital is $194,510. 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. 
 
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 consolidated financial statements does not cover the other information and we do not 
express any form of assurance conclusion thereon. In connection with our audit of the consolidated financial 
statements, our responsibility is to read the other information identified above and, in doing so, consider 
whether the other information is materially inconsistent with the consolidated 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 auditors' 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.  
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Responsibilities of Management and Those Charged with Governance for the Consolidated Financial 
Statements 
Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with IFRS, and for such internal control as management determines is necessary 
to enable the preparation of consolidated financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
In preparing the consolidated financial statements, management is responsible for assessing the 
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless management either intends to liquidate 
the Company or to cease operations, or has no realistic alternative but to do so. 
 
Those charged with governance are responsible for overseeing the Company’s financial reporting process. 
 
Auditors' Responsibilities for the Audit of the Consolidated Financial Statements 
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as 
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ 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 consolidated financial statements. As part of an audit in 
accordance with Canadian generally accepted auditing standards, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also: 
 
 Identify and assess the risks of material misstatement of the consolidated financial statements, 

whether due to fraud or error, design and perform audit procedures responsive to those risks, and 
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of 
not detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control.  
 

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

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

 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 auditors’ report 
to the related disclosures in the consolidated financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our auditors' report. However, future events or conditions may cause the Company to cease 
to continue as a going concern. 
 

 Evaluate the overall presentation, structure and content of the consolidated financial statements, 
including the disclosures, and whether the consolidated financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation. 
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 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Company to express an opinion on the consolidated financial statements. 
We are responsible for the direction, supervision and performance of the group audit. We remain solely 
responsible for our audit opinion. 
 

We communicate with those charged with governance regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal control 
that we identify during our audit. 
 
We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, related 
safeguards.  
 
The engagement partner on the audit resulting in this independent auditors' report is Sukhjit Gill. 
 

 

Chartered Professional Accountants 

Vancouver, British Columbia 
April 17, 2019 

 



PreveCeutical Medical Inc. 
(Formerly Carrara Exploration Corp.) 
Consolidated Statements of Financial Position  
Expressed in Canadian Dollars 

 

1 

As at December 31  2018  2017 

ASSETS     

Current     

 Cash $ 64,329  $ 104,478  

 Accounts receivable  78,177   78,425  

 Inventory  -   57,246  

  Prepaid and deposits (Note 5)   1,195,363    1,130,679  

   1,337,869   1,370,828  

 Deposits (Note 5)  413,584   1,052,501  

 Property, equipment and furniture (Note 6)  123,652   149,437  

 Intangible assets (Note 7)  26,971   26,894  

Total Assets $ 1,902,076 $ 2,599,660  

     

LIABILITIES AND SHAREHOLDERS’ DEFICIENCY     

Current liabilities     

 Accounts payable and accrued liabilities (Note 13) $ 535,381  $ 198,485  

 Callable debt (Note 8)  -   76,202  

 Convertible debt - short term (Notes 8 and 13)  607,978   12,196  

  Government remittances payable   -    17,608  

   1,143,359  304,491  

Convertible debt - long term (Notes 9 and 13)  3,043,888   2,639,509  

      4,187,247    2,944,000  

SHAREHOLDERS' DEFICIENCY     

 Share capital (Note 10)  12,903,473   5,995,039  

 Equity portion of convertible debt (Notes 8 and 9)  2,030,360   418,688  

 Share-based compensation reserve  4,235,701   3,724,041  

 Reserves  177,981  - 

 Accumulated other comprehensive income  (26)   - 

 Deficit  (21,632,660)  (10,482,108) 

Total shareholders' deficiency   (2,285,171)   (344,340) 

Total liabilities and shareholders' deficiency $ 1,902,076  $ 2,599,660  

 

 

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

 
 
Approved on behalf of the Board of Directors 
 
 
 
_ "Stephen Van Deventer" signed       Director 
          

 
_ “Greg Reid” signed            Director
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Years ended December 31   2018   2017 

     

REVENUE      

Product sales $           15,452  
 
$           22,234  

Cost of sales             4,723              7,935  

Gross profit             10,729             14,299  

EXPENSES     
Amortization (Notes 6 and 7)            36,289            19,305  

Business development and investor relations (Note 13)       908,055           628,739  

Consulting fees (Notes 10 and 13)          136,268           120,518  

Impairment of inventory  53,043  - 

Insurance            36,979            16,385  

Inventory management                    -            50,258  

Marketing and promotion       383,719           154,508  

Meetings and conventions             8,766            47,297  

Office and general            40,410            57,686  

Professional fees          664,559           384,913  

Rent, utilities, repair and maintenance (Note 18)          172,763           124,104  

Research and development (Note 5 and 13)       2,364,465           517,612  

Salaries and wages (Note 13)          654,648           645,406  

Share-based compensation (Notes 11, 12 and 13)          1,105,178        1,234,103  

Transfer agent and filing fees            57,265            51,250  

Travel and meals          346,529           423,402  

Vehicle expenses             22,011             32,150  

Total expenses        6,990,947         4,507,636  

LOSS FROM OPERATIONS      (6,980.218)  

    
(4,493,337) 

     

Foreign exchange (loss) gain            (41,622)             4,997  

Accretion expense (Notes 8 and 9)        (339,837)        (156,434) 

Interest expense (Notes 8, 9 and 13)        (209,237)          (98,907) 

Listing cost (Note 2)                -      (2,585,202) 

Other income              4,094    - 

Loss on modification of convertible debt (Notes 8 and 9)  (1,582,658)  - 

Impairment of marketing and promotion prepaid (Note 5)  (2,775,000)  - 

LOSS BEFORE INCOME TAX RECOVERY      (11,924,478)  

    
(7,328,883) 

Income tax recovery            40,348            96,998  

     

NET LOSS     (11,884,130)     (7,231,885) 

Item that may be reclassified subsequently to profit or loss     

Foreign exchange loss on translating foreign operations             (26)                       -  

COMPREHENSIVE LOSS $     (11,884,156) 
 
$  

    
(7,231,885) 

Basic and Diluted Loss per common share $ (0.037) $ (0.032) 

Weighted average number of outstanding shares 
  

  318,886,820    
  

223,837,880  

 

The accompanying notes are an integral part of these consolidated financial statements. 
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Number of 
shares Amount 

Equity 
component of 

convertible 
loan 

Share based 
compensation 

reserve 

 
 
 

Reserves 

Accumulated 
other 

comprehensive 
income Deficit Total 

     $   $   $  $  $   $   $  

Balance at December 31, 2016 203,137,040 1,763,955 3,232 1,186,975 - - (3,250,223) (296,061) 

Common shares of PreveCeutical – reverse 
takeover adjustment (Note 2) 41,334,335 4,133,433  -  181,733 - -  -  4,315,166 

Issue of shares upon exercise of options and 
warrants 339,715 

                     
20,377  - 

                         
-                         -                         -                         -                 20,377  

Issue of shares 10,000 926 - - - - - 926 

Shares issued for services 701,425 76,348 -                
                         

-    - -                      -    76,348 

Options issued for supply agreement   - - - 1,121,229 - - - 1,121,229 

Share-based compensation - - - 1,234,104 - - - 1,234,104 

Convertible loan equity 
                     

-    - 512,454                
                         

-    - -                      -    512,454  

Recognition of deferred tax liability - - (96,998) - - - - (96,998) 

Net loss and comprehensive loss for the year 
                     

-    
                         

-                         -    
                         

-    - - 
       

(7,231,885) (7,231,885) 

Balance as at December 31, 2017 245,522,515 
                

5,995,039  418,688  3,724,041 - - 
       

(10,482,108)           (344,340) 

Issue of shares  131,949,750 6,744,988 - - - -                      -    6,744,988 

Shares issued for services  2,225,365 125,596 - -                      -    - - 125,596 

Debt conversion 5,772,875 363,840 (51,412) - - - - 312,428 

Convertible loan equity - - 120,774 - - - - 120,774 

Share issue costs 4,718,400 (325,990) - 140,060 - - - (185,930) 

Debt modification - - 1,582,658 - 177,981 - - 1,760,639 

Recognition of deferred tax liability - - (40,348) - - - - (40,348) 

Share-based compensation - - - 1,105,178 - - - 1,105,178 

Fair value of expired options - - - (733,578) - - 733,578 - 

Net loss and comprehensive loss for the year 
                     

-     -   -  -  - (26) (11,884,130) 
       

(11,884,156) 

Balance as at December 31, 2018 390,188,905 
             

12,903,473 2,030,360 4,235,701 
 

177,981 (26) (21,632,660) (2,285,171) 

 
The accompanying notes are an integral part of these consolidated financial statements.
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Years ended December 31,   2018   2017 

     
CASH FLOWS FROM OPERATING ACTIVITIES     

Net loss for the year $ (11,884,130) $  (7,231,885) 

Adjustments to net loss:     

Amortization  36,289  19,305 

Listing cost  -  2,585,202 

Share-based compensation  1,105,178  1,234,103 

Accretion expense  339,837  156,434 

Accrued interest  209,237  98,907 

Income tax recovery   (40,348)   (96,998) 

Shares issued for services  125,596  76,348 

Loss on modification of convertible debt  1,582,658  - 

Impairment of inventory  53,043  - 

Impairment of marketing and promotion prepaid   2,775,000  - 

  (5,697,640)  (3,158,584) 

Change in cash on working capital items:     
Accounts receivable   (204)  (43,004) 

Inventory  4,203  2,615 

Prepaid expenses and deposits  (2,200,767)  (1,044,896) 

Share subscriptions receivable  -  99,500 

Accounts payable and accrued liabilities  338,986  9,846 

Government remittances payable  (17,608)  (164,515) 

Net cash used in operating activities   (7,573,030)   (4,299,038) 

CASH FLOWS FROM INVESTING ACTIVITIES     
Acquisition of property, equipment and furniture  (7,669)  (166,072) 

Acquisition of intangible assets  (2,912)  (26,894) 

Cash received on acquisition of 1050962 B.C. Ltd.  -  1,828,031 

Costs incurred for acquisition of 1050962 B.C. Ltd.  -  (105,390) 

Net cash (used in) provided by investing activities   (10,581)   1,529,675 

CASH FLOWS FROM FINANCING ACTIVITIES     
Issue of common shares, net of share issue costs  6,264,058  - 

Shares issued upon warrants exercise  295,000  20,377 

Repayment of callable debt   (77,705)  - 

Proceeds from convertible debt  1,670,000  2,900,500 

Repayment of convertible debt  (606,227)  - 

Net cash provided by financing activities   7,545,126   2,920,877 

Effect of change in foreign currency  (1,664)  - 

     
Change in cash during the year  (40,149)  151,514 

Cash (bank indebtedness), beginning of the year  104,478  (47,036) 

Cash, end of the year $ 64,329 $ 104,478 

 

Supplemental Cash Flow Information (Note 14) 

The accompanying notes are an integral part of these consolidated financial statements. 
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1. NATURE OF OPERATIONS AND GOING CONCERN 
 

PreveCeutical Medical Inc. (formerly Carrara Exploration Corp.) (the “Company”) was incorporated on December 15, 2014, 
under the laws of British Columbia. The Company’s principal business activity at that time was mineral exploration and 
acquisition of mineral property assets. On June 21, 2017, the Company changed its name from Carrara Exploration Corp. 
to PreveCeutical Medical Inc. in connection with the Transaction (as defined below). Subsequent to the Transaction, the 
Company’s principal business activity is the development of innovative options for preventive and curative therapies 
utilizing organic and nature identical products. 
 
The Company is located at 1177 West Hastings Street, Suite 2200, Vancouver, British Columbia, V6E 2K3, Canada and 
its registered office is at 1040 West Georgia Street, Suite 1170, Vancouver, British Columbia V6E 4H1, Canada. 

 
On March 21, 2017, the Company and a private British Columbia company, 1050962 B.C. Ltd. (formerly PreveCeutical 
Medical Inc., hereinafter referred to as "0962"), entered into an amalgamation agreement (the “Agreement”). The 
Agreement was structured as a three-cornered amalgamation, whereby 0962 was amalgamated with the Company's 
British Columbia subsidiary, 1110607 B.C. Ltd. (the “Transaction”) and continued as PreveCeutical Medical Holdings Inc. 
("PMHI"), a wholly owned subsidiary of the Company. Effective June 30, 2017, the Company and 0962 completed the 
Transaction. 
 
On July 31, 2017, the Company and PMHI completed a vertical short form amalgamation (the “Amalgamation”) and 
retained the Company’s name, PreveCeutical Medical Inc. 
 
The Company incorporated a subsidiary, PreveCeutical (Australia) Pty Ltd. (“PreveCeutical (Australia)”) in Australia on 
March 12, 2018. The Company’s research programs are managed by PreveCeutical (Australia). 
 
At the annual general and special meeting of shareholders of the Company held on May 14, 2018, the shareholders passed 
a special resolution approving the subdivision of the Company’s issued and outstanding common shares on the basis of 
five (5) new post-subdivision common shares for everyone (1) pre-subdivision common share (the "Stock Split"). The 
number of shares, warrants, options, and the related prices per share have been adjusted to reflect the Stock Split. 
 
The consolidated financial statements have been prepared on a going concern basis which assumes that the Company 
will continue in operations for the foreseeable future and be able to realize assets and satisfy liabilities in the normal course 
of business. If the going concern assumption were not appropriate for these consolidated financial statements then 
adjustments would be necessary for the carrying value of assets and liabilities, the reported expenses and the statement 
of financial position classifications used. Such adjustments could be material. 
 
Several conditions exist that cast significant doubt about the ability of the Company to continue as a going concern. The 
Company does not have significant revenue to date and has incurred operating losses since inception. As at December 31, 
2018, the Company had a deficit which is being funded by debt and issuance of equity. Management anticipates that the 
Company will meet its obligations and maintain its operations to support its payments to creditors and realize profits from 
future business activities. The Company is dependent on its ability to raise further capital through equity financing and 
funding from certain officers and shareholders to meet its commitments and fund its ongoing operations. 
  
As at December 31, 2018 and 2017, the Company reported the following: 
 

As at December 31, 2018 2017 

Net loss for the year $     11,884,130 $     7,231,885 

Working capital available $          194,510 $     1,066,337 

Deficit $     21,632,660 $   10,482,108 
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2. REVERSE TAKOVER TRANSACTION 

 
On March 21, 2017, the Company and 0962 entered into the Agreement and the Transaction was effective on June 30, 
2017.  
 
Following the Transaction, all of the issued and outstanding shares of 0962 were cancelled and the Company issued an 
equal number of shares to the former shareholders of 0962, resulting in a reverse takeover of the Company by 0962. As 
at June 30, 2017, the former shareholders of 0962 held 83% of the issued and outstanding common shares in the capital 
of the Company. 

 
The transaction was considered a reverse takeover where the legal acquiree is the accounting acquirer because its former 
shareholders end up controlling the consolidated entity after the completion of this transaction. Consequently, the historical 
results of operations are those of 0962. 

 
In accordance with International Financial Reporting Standards (“IFRS”) 3 Business Combinations, the Transaction was 
not considered a business combination as the Company’s assets at that time consisted primarily of cash, and it did not 
have any processes capable of generating outputs, thus not meeting the definition of a business; however, by analogy it 
has been accounted for as a reverse takeover. Therefore, 0962, the legal subsidiary, has been treated as the accounting 
parent company, and the Company, the legal parent, has been treated as the accounting subsidiary in these consolidated 
financial statements. As 0962 was deemed to be the acquirer for accounting purposes, its assets, liabilities and operations 
since incorporation are included in these consolidated financial statements at their historical carrying values.  
 
 The following summarizes the reverse takeover, the purchase consideration, and the assets acquired and the liabilities 
assumed on June 30, 2017, the Transaction date: 
 

Net assets acquired:   
Cash $ 1,828,031 

GST receivable 6,921 

Prepaid 402 

Accounts payable and accrued liabilities - 

Net assets assumed $ 1,835,354 

   
Consideration:   
Common shares issued $ 4,133,433 

Stock options granted  142,049  

Broker warrants issued  39,684  

Legal and other transaction costs  105,390 

 $ 4,420,556 

 
The fair value of the 41,334,335 common shares issued amounted to $4,133,433, based on the concurrent financing value 
of the Company’s common shares at the time of the Transaction of $0.10 per share. The fair values of the 1,997,840 stock 
options and 622,830 broker warrants were determined using the Black-Scholes option pricing model with the following 
weighted average assumptions: exercise price - $0.06, expected life – 2.96 years, volatility – 114%, risk-free rate – 1.21%, 
and dividend yield – 0%. 
 
As the acquisition was not considered a business combination, the excess value of consideration paid over the net assets 
acquired are expensed as a listing cost in the consolidated statements of operations and comprehensive loss: 

 

Consideration paid   $     4,420,556 

Net tangible assets acquired   (1,835,354) 

   $     2,585,202 
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3. BASIS OF PREPARATION 
 

Statement of Compliance 
 

The Company prepares its consolidated financial statements in accordance with IFRS, as issued by the International 
Accounting Standards Board (“IASB”). Except as described in Note 4, significant accounting policies have been 
consistently applied in the presentation of these consolidated financial statements. 

 
These consolidated financial statements were approved by the Board of Directors and authorized for issue on April 17, 
2019. 
 
Effective January 1, 2018, the Company adopted IFRS 9 Financial Instruments and IFRS 15 Revenue from Contracts with 
Customers. IFRS 9 and 15 were adopted retrospectively with no restatement of comparative periods, as permitted by the 
transition provisions of each standard.  
 
As a result of the application of IFRS 9, the Company changed its accounting policies for financial assets and impairment 
thereon as described in Note 4. 
 
As a result of the application of IFRS 15, the Company changed its accounting policies for the recognition of revenue as 
described in Note 4.  

 
Basis of Measurement 
 
These consolidated financial statements have been prepared on a historical cost basis, except for certain financial 
instruments, which are stated at their fair values. 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, which is the Company’s functional currency. The 
functional currency of PreveCeutical (Australia) is Australian dollars. 
 
Principles of Consolidation 
 
These consolidated financial statements include the accounts of the Company and its wholly-owned subsidiary, 
PreveCeutical (Australia). Subsidiaries are consolidated from the date of acquisition being the date that the Company 
obtains control. A subsidiary is an entity in which the Company has control, where control requires exposure or rights to 
variable returns and the ability to affect those returns through power over the investees. All intercompany transactions and 
balances have been eliminated on consolidation. 
 

4. SIGNIFICANT ACCOUNTING POLICIES  
 

Critical Accounting Estimates and Judgments 
 
The preparation of these consolidated financial statements requires management to make estimates and judgments and 
to form assumptions that affect the reported amounts and other disclosures in these consolidated financial statements. 
The estimates and associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances. The results of these assumptions form the basis of making the judgments about 
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from 
these estimates under different assumptions and conditions. 
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Changes to accounting estimates are 
recognized in the period in which the estimate is revised and all future periods that are affected by the change in estimate. 
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
 Critical Accounting Estimates and Judgments (Continued) 

 
Critical Accounting Estimates 
 
Critical accounting estimates are estimates and assumptions made by management that may result in material adjustments 
to the carrying amounts of assets and liabilities within the next financial year. Critical accounting estimates include, but are 
not limited to, the following: 
 

• Intangible assets – useful life 
 
Following initial recognition, the Company carries the value of intangible assets at cost less accumulated 
amortization and any accumulated impairment losses. Amortization is recorded on the straight-line basis based 
upon management’s estimate of the useful life and residual value. The estimates are reviewed at least annually 
and are updated if expectations change as a result of the technical obsolescence or legal and other limits to use. 
A change in the useful life or residual value will impact the reported carrying value of the intangible assets resulting 
in a change in related amortization expense. 
 

• Property, equipment and furniture – useful lives 

 
The Company estimates the useful lives and selects methods used to allocate amortization amounts of property, 
equipment and furniture on a systematic basis. Technical obsolescence of the tangible assets could significantly 
impact estimated residual useful lives and in turn carrying values being over or understated.  

 

• Income tax 
 

The measurement of income taxes payable and deferred income tax assets and liabilities requires management 
to make estimates in the interpretation and application of the relevant tax laws. The actual amount of income 
taxes only becomes final upon filing and acceptance of the tax return by the relevant tax authorities, which occurs 
subsequent to the issuance of the consolidated financial statements.  

 

• Share-based compensation 
 
The fair value of stock options granted, and compensatory warrants is measured using the Black-Scholes option 
pricing model. Measurement inputs include share price on measurement date, exercise price of the option, 
expected volatility, expected life of the options, expected dividends and the risk-free rate. The Company estimates 
volatility based on historical share price of comparable companies, excluding specific time frames in which 
volatility was affected by specific transactions that are not considered to be indicative of the entities’ expected 
share price volatility. The expected life of the options is based on historical experience and general option holder 
behavior. Dividends were not taken into consideration as the Company does not expect to pay dividends. 
Management also makes an estimate of the number of options that will forfeit, and the rate is adjusted to reflect 
the actual number of options that actually vest. 
 

• Convertible debts 

 
The convertible debts were separated into their liability and equity components on the consolidated statements 
of financial position. The liability component is initially recognized at fair value, calculated at the present value of 
the liability based upon non-convertible debt issued by comparable issuers and accounted for at amortized cost 
using the effective interest rate method. The effective interest rate used is the estimated rate for non-convertible 
debt with similar terms at the time of issue.  
 

• Fair value of consideration to acquire the Company 
 

The fair value of consideration to acquire the Company comprised of common shares, warrants and options. 
Common shares were valued on the date of issuance of the shares, and the warrants and options were valued 
using the Black-Scholes option pricing model. The Company applied IFRS 2 Share-based Payment in accounting 
for and assessing the Transaction. 
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
 Critical Accounting Estimates and Judgments (Continued) 

 
 Critical Accounting Judgments 
  

 Critical accounting judgments are accounting policies that have been identified as being complex or involving subjective 
judgments or assessments. Critical accounting judgments include, but are not limited to, the following: 
 

• Intangible assets  
 
The application of the Company’s accounting policy for intangible asset expenditures requires judgment in 
determining whether it is likely that the future economic benefits will flow to the Company, which are based on 
assumptions about future events or circumstances. Estimates and assumptions may change if new information 
becomes available. If, after expenditures are capitalized, information becomes available suggesting that the 
recovery of expenditures is unlikely, the amount capitalized is written off to profit or loss in the period the new 
information becomes available. 
 
The Company assesses at each reporting date if the intangible assets have indicators of impairment. In 
determining whether the intangible assets are impaired, the Company assesses certain criteria, including 
observable decreases in value, significant changes with adverse effect on the entity, a change in market interest 
rates, evidence of technological obsolescence and future plans. 
 

• Research and development expenditures 
 

Costs to develop products that will be sold are capitalized to the extent that the criteria for recognition as intangible 
assets in IAS 38 Intangible Assets are met. Those criteria require that the product is technically and economically 
feasible, which management assessed based on the attributes of the development project, perceived user needs, 
industry trends and expected future economic conditions. Management considers these factors in aggregate and 
applies significant judgment to determine whether the product is feasible. The Company has not capitalized any 
research and development costs as at December 31, 2018 and 2017. 
 

• Going concern assumption  
 

The assessment of whether the going concern assumption is appropriate requires management to take into 
account all available information about the future, which is at least, but not limited to, twelve months from the end 
of the reporting period. The Company is aware that material uncertainties related to events or conditions may cast 
significant doubt upon the Company’s ability to continue as a going concern. 
 

• Determination of control in the Transaction  
 
 

The determination of the acquirer in the Transaction is subject to judgment and requires the Company to 
determine which party obtains control of the combining entities. Management applies judgment in determining 
control by assessing the following three factors: whether the Company has power over 0962; whether the 
Company has exposure or rights to variable returns from its involvement with 0962; and whether the Company 
has the ability to use its powers over 0962 to affect the amount of its returns. In exercising this judgment, 
management reviewed the representation on the Board of Directors and key management personnel, the party 
that initiated the transaction, and each of the entities’ activities. 0962 was deemed to be the acquirer in the 
Transaction. 
 
The assessment of whether an acquisition constitutes a business is also subject to judgment and requires the 
Company to review whether the acquired entity contains all three elements of a business, including inputs, 
processes and the ability to create output. The Transaction was accounted for as a reverse acquisition and the 
difference between the fair value of net assets acquired and the consideration paid was recorded as a listing cost 
(Note 2). 
 

• The determination of the Company and its subsidiary’s functional currency 
 
The functional currency of the Company and its subsidiary is the currency of the primary economic environment 
and the Company reconsiders the functional currency if there is a change in events and conditions which 
determined the primary economic environment. 
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
 Critical Accounting Estimates and Judgments (Continued) 

 
 Critical Accounting Judgments (Continued) 
 

• Modification verses extinguishment of financial liability  

 
Judgement is required in applying IFRS 9 Financial Instruments to determine whether the amended terms of the 
loan agreements are a substantial modification of an existing financial liability and whether it should be accounted 
for as an extinguishment of the original financial liability. 
 

Financial Instruments 
 
Financial Assets  
 
The Company recognizes a financial asset when it becomes a party to the contractual provisions of the instrument. The 
Company classifies financial assets at initial recognition as financial assets: measured at amortized cost, measured at fair 
value through other comprehensive income or measured at fair value through profit or loss. 
 
The Company’s business model for managing financial assets refers to how it manages its financial assets in order to 
generate cash flows. The business model determines whether cash flows will result from collecting contractual cash flows, 
selling the financial assets, or both. Assessment and decision on the business model approach used is an accounting 
judgement. 
 
Financial assets measured at amortized costs 
 
A financial asset that meets both of the following conditions is classified as a financial asset measured at amortized cost. 
 
- The Company’s business model for such financial assets, is to hold the assets in order to collect contractual cash 
 flows.  
- The contractual terms of the financial asset gives rise on specified dates to cash flows that are solely payments of 
 principal and interest on the amount outstanding. 
 
A financial asset measured at amortized cost is initially recognized at fair value plus transaction costs directly attributable 
to the asset. After initial recognition, the carrying amount of the financial asset measured at amortized cost is determined 
using the effective interest method, net of impairment loss, if necessary. 
 
Financial assets measured at fair value through other comprehensive income (“FVTOCI”) 
 
For financial assets that are not held for trading, the Company can make an irrevocable election at initial recognition to 
classify the instruments at fair value through other comprehensive income ("FTVOCI"), with all subsequent changes in fair 
value being recognized in other comprehensive income. This election is available for each separate investment. Under 
this new FTVOCI category, fair value changes are recognized in OCI while dividends are recognized in profit or loss. On 
disposal of the investment the cumulative change in fair value is not recycled to profit or loss, rather transferred to deficit. 
The Company does not have any financial assets designated as FTVOCI. 
 
Financial assets measured at fair value through profit or loss (“FVTPL”) 

A financial asset measured at fair value through profit or loss is recognized initially at fair value with any associated 
transaction costs being recognized in profit or loss when incurred. Subsequently, the financial asset is re-measured at fair 
value, and a gain or loss is recognized in profit or loss in the reporting period in which it arises. 

Impairment 

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model. The expected credit loss 
model requires the Company to account for expected credit losses (“ECL”) and changes in those ECL at each reporting 
date to reflect changes in credit risk since initial recognition of the financial assets.  
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Financial Liabilities 
 
Financial liabilities are recognized when the Company becomes a party to the contractual provisions of the financial 
instrument. A financial liability is derecognized when it is extinguished, discharged, cancelled or when it expires. Financial 
liabilities are classified as either financial liabilities at fair value through profit or loss or financial liabilities subsequently 
measured at amortized cost. All interest-related charges are reported in profit or loss within interest expense, if applicable. 
 
As at December 31, 2018, the Company’s financial instruments are comprised of cash, accounts receivable, convertible 
debt, accounts payable and accrued liabilities.  

 

The Company classifies and discloses fair value measurements based on a three-level hierarchy: 
 

• Level 1 – inputs are unadjusted quoted prices in active markets for identical assets or liabilities; 

• Level 2 – inputs other than quoted prices in Level 1 that are observable for the asset or liability, either directly or 
indirectly; and 

• Level 3 – inputs for the asset or liability are not based on observable market data. 
 

Compound Financial Instruments 
 
Compound financial instruments issued by the Company comprise convertible debt in Canadian dollars that can be 
converted to common shares at the option of the holder, when the number of shares to be issued is fixed and does not 
vary with changes in fair value. 
 
The liability component of compound financial instruments is initially recognized at the fair value of a similar liability that 
does not have a conversion option. The conversion component is initially recognized at the difference between fair value 
of the compound financial instrument as a whole and the fair value of the liability component. Any directly attributable 
transaction costs are allocated to the liability and conversion components in proportion to their initial carrying amounts. 
Subsequent to initial recognition, the liability component of a compound financial instrument is measured at amortized cost 
using the discounted cash flows. Interest related to the financial liability is recognized in profit or loss. On conversion, the 
financial liability is reclassified to equity and no gain or loss is recognized. 
 
Property, Equipment and Furniture 
 
Property, equipment and furniture is recorded at cost less accumulated amortization and accumulated impairment losses. 
Amortization is recorded using the declining-balance method, other than leasehold improvements, and is intended to 
amortize the cost of the assets over their estimated useful lives. 
 

Computer equipment 
Computer software 

 
55% 
40% 

Office equipment  20% 
Leasehold improvements  Over lease period 
   

Any additions for equipment are amortized during the year on a prorated basis. Amortization methods, useful lives and 
residual values are reviewed at each reporting date and adjusted if appropriate. 
 
Intangible Assets 
 
Recognition and measurement 
 
Intangible assets include trademarks acquired by the Company and have finite useful lives and are measured at cost less 
accumulated amortization and any accumulated impairment losses.  
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Intangible Assets (Continued) 
 
Subsequent expenditure 
 
Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the specific asset 
to which it relates. All other expenditures are recognized in the consolidated statements of operations and 
comprehensive loss as incurred. 
 
Amortization 
 
Amortization is recorded using the straight-line method and is intended to amortize the cost of the assets over their 
estimated useful lives. The estimated useful life of the Company’s trademarks is 10 years. 
 
Amortization methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate. 
 
Inventory 
 
Inventories comprises of CellB9 held for resale and is measured at the lower of cost and net realizable value. The cost of 
inventories is based on the weighted average value. Inventories are written down to net realizable value when the cost of 
inventories is estimated to be greater than the anticipated selling price less costs to sell. During the year ended December 
31, 2018, the Company recorded an impairment on inventory of $53,043 (2017 - $nil) as the products have expired. 
 
Research and Development 
 
The Company incurs costs on activities that relate to research and development of new products. Research and 
development costs are expensed, except in cases where development costs meet certain identifiable criteria for deferral, 
including technical feasibility. Development costs are capitalized only if the expenditures can be measured reliably, the 
product or process is technically and commercially feasible, future economic benefits are probable, and the Company 
intends to, and has sufficient resources to, complete development and to use or sell the asset. Deferred development costs 
are amortized over the life of related commercial production, or in the case of serviceable property and equipment, are 
included in the appropriate property group and are depreciated over its estimated useful life. As at December 31, 2018, 
the Company has not capitalized any research and development costs. 
 
Impairment of Non-Financial Assets 
 
At the end of each reporting period, the Company reviews the carrying amounts of long-lived assets to determine whether 
there is an indication that those assets have suffered an impairment. If any such indication exists, the recoverable amount 
of the asset is estimated in order to determine the extent of the impairment charge (if any). The Company’s long-lived 
assets consists of property, equipment and furniture, and intangible assets.  
 
The recoverable amount used for this purpose is the higher of the fair value less costs to sell and value in use. In assessing 
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the asset. 
 
If the recoverable amount of an asset is estimated to be less than its recorded amount, the recorded amount of the asset 
is reduced to its recoverable amount. An impairment charge is recognized immediately in the consolidated statements of 
operations and comprehensive loss, unless the relevant asset is carried at a revalued amount, in which case the 
impairment loss is treated as a revaluation decrease. 
 
Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate of 
its recoverable amount, to a maximum amount equal to the carrying amount that would have been determined had no 
impairment loss been recognized for the asset in prior years. 
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Share Capital 
 
Proceeds received on the issuance of units, consisting of common shares and warrants, are allocated first to common 
shares based on the market trading price of the common shares at the time the units are issued, and any excess is 
allocated to warrants. 
 
Incremental costs directly attributed to the issuance of common shares are shown in equity as a reduction, net of tax, of 
the proceeds received on issue. Shares issued for non-monetary consideration are valued based on the fair value of the 
goods or services received unless the fair value of the shares are a more reliable measure. 
 
Share-based Compensation 
 
The Company has a stock option plan, described in Note 11, which grants stock options to the Company’s 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 the options is measured using the Black-Scholes option pricing model and is recognized over the vesting 
period. For directors and employees, the fair value of the options is measured at the date of grant. Share-based payments 
to non-employees are measured at the fair value of the goods or services received or the fair value of the equity instruments 
issued if it is determined the fair value of the goods or services cannot be reliably measured and are recorded at the date 
the goods or services are received. The offset to the recorded cost is to share-based compensation reserve. Consideration 
received on the exercise of stock options is recorded as share capital and the recorded amount to share-based 
compensation reserve is transferred to share capital. The number of shares and options expected to vest is reviewed and 
adjusted at the end of each reporting period such that the amount recognized for services received as consideration for 
the equity instruments granted shall be based on the number of equity instruments that eventually vest. 
 
Where the terms and conditions of options are modified, the increase in the fair value of the options, measured immediately 
before and after the modification, is charged to profit or loss. For unexercised options that expire, the recorded value in 
share-based compensation reserve is transferred to deficit.  
 
Revenue  
 
Revenue is derived primarily from the sales of the Company’s product CellB9. 
 
Revenue for product sales is recognized when all the performance obligations identified in the customer contract, typically 
consisting of a purchase order, are satisfied, point in time. The performance obligations in a typical purchase order are the 
manufacture of the CellB9 product and delivery of the product.  
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Foreign Exchange 
 
Functional currency 
 
Items included in the consolidated financial statements are measured using the currency of the primary economic 
environment in which the entity operates (the “functional currency”), which has been determined to be the Canadian dollar. 
The functional currency of the entity’s subsidiary is the Australian dollar. 
 
Foreign currency transaction and balances 
 
Under IFRS, the results and financial position of all the Company’s entities (none of which has the currency of a 
hyper-inflationary economy) that have a functional currency different from the presentation currency are translated into the 
presentation currency as follows: 
 

• assets and liabilities are translated at the closing rate at the consolidated balance sheet date; 

• revenues and expenses are translated at the average exchange rate for the period (unless the average is not a 
reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case 
revenues and expenses are translated at the rate on the dates of the transactions); and 

• all resulting exchange differences are recognized in accumulated other comprehensive income. 
 

Transactions in currencies other than the entity’s functional currency are recorded at the average rates of exchange 
prevailing at the dates of the transactions. Monetary assets and liabilities are translated using the period-end foreign 
exchange rate. 

 
Non-monetary assets and liabilities are translated using the historical rate on the date of the transaction. 
 
Income Taxes 
 
The provision for income taxes consists of current and deferred tax expense and is recorded in operations. Current tax 
expense is the expected tax payable on the taxable income for the year, using tax rates enacted at the end of the period, 
adjusted for amendments to tax payable for previous years. 
 
Deferred tax assets and liabilities are computed using the asset and liability method on temporary differences between the 
carrying amounts of assets and liabilities on the consolidated statements of financial position and their corresponding tax 
values, using the enacted or substantively enacted income tax rates at each statement of financial position date. Deferred 
tax assets also result from unused losses, tax credits and other deductions carried forward. The valuation of deferred tax 
assets is reviewed on a regular basis and adjusted to the extent that it is not probable that sufficient taxable profit will be 
available to allow all or part of the deferred income tax asset to be utilized. 
 
Loss per Share 
 
The Company presents the basic and diluted loss per share data for its common shares, calculated by dividing the loss 
attributable to common shareholders of the Company by the weighted average number of common shares outstanding 
during the period. Diluted loss per share is determined by adjusting the loss attributable to common shareholders and the 
weighted average number of common shares outstanding for the effects of all dilutive potential common shares.  
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Adoption of Accounting Standards 
 
On January 1, 2018, the Company adopted the following accounting pronouncements retrospectively with no restatement 
of comparative periods: 
 
IFRS 15 Revenue from Contracts with Customers 
 
The Company adopted IFRS 15 with a date of initial application as of January 1, 2018. IFRS 15 specifies how and when 
revenue should be recognized as well as requiring more informative and relevant disclosures. The standard supersedes 
IAS 18 Revenue, IAS 11 Construction Contracts, and a number of revenue-related interpretations. Application of the 
standard is mandatory and it applies to nearly all contracts with customers: the main exceptions are leases, financial 
instruments and insurance contracts. The adoption of IFRS 15 did not have an impact on the Company’s consolidated 
financial statements.  
 
IFRS 9 Financial Instruments 
 
The Company adopted IFRS 9 with a date of initial application as of January 1, 2018. IFRS 9 provides a revised model for 
classification and measurement of financial assets, including a new expected credit loss (“ECL”) impairment model. The 
revised model for classifying financial assets results in classification according to their contractual cash flow characteristics 
and the business model under which they are held. IFRS 9 also introduces a reformed approach to hedge accounting. 
IFRS 9 largely retains the existing requirements in IAS 39 Financial Instruments: Recognition and Measurement for the 
classification of financial liabilities.  
 
As a result of the adoption of IFRS 9, the Company has changed its accounting policy for financial instruments 
retrospectively. There were no material changes in the measurement and carrying values of the Company’s financial 
instruments as a result of the adoption. IFRS 9 does not require restatement of comparative periods.  
 
The Company’s financial instruments are accounted for as follows under IFRS 9 as compared to the Company’s previous 
policy in accordance with IAS 39: 
 

January 1, 2018 

 IAS 39 IFRS 9 

Financial Asset   
Cash  Fair value through profit and loss 

(“FVTPL”) 
FVTPL 

Accounts receivable Loans and receivables Amortized cost 
Prepaids and deposits Loans and receivables Amortized cost 
   
Financial Liability   
Accounts payable and accrued 
liabilities 

Other financial liabilities Other financial liabilities at amortized 
cost 

Convertible debt Other financial liabilities Other financial liabilities at amortized 
cost 

 
As at December 31, 2017, the Company does not have a loss allowance under IAS 39. As such, with the adoption of IFRS 
9, the expected credit loss allowance at January 1, 2018 is nil.  
 
Recent Accounting Pronouncements 
 
Standards and interpretations issued but not yet effective up to the date of issuance of the Company’s consolidated 
financial statements are listed below and include only those which the Company reasonably expects may be applicable to 
the Company at a future date. The Company intends to adopt these standards and interpretations when they become 
effective and is currently assessing their impact on the consolidated financial statements.  
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4. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Recent Accounting Pronouncements (Continued) 
 
IFRS 16 Leases 
 
This new standard sets out the principles for the recognition, measurement, presentation and disclosure of leases for both 
the lessee and the lessor. The new standard introduces a single lessee accounting model that requires the recognition of 
all assets and liabilities arising from a lease. 
 
The main features of the new standard are as follows: 

 

• An entity identifies as a lease a contract that conveys the right to control the use of an identified asset for a period 
of time in exchange for consideration. 
 

• A lessee recognizes an asset representing the right to use the leased asset, and a liability for its obligation to 
make lease payments. Exceptions are permitted for short-term leases and leases of low-value assets. 

 

• A lease asset is initially measured at cost, and is then depreciated similarly to property, plant and equipment. A 
lease liability is initially measured at the present value of the unpaid lease payments. 

 

• A lessee presents interest expense on a lease liability separately from depreciation of a lease asset in the 
statement of profit or loss and other comprehensive income. 

 

• A lessor continues to classify its leases as operating leases or finance leases, and to account for them accordingly. 
 

• A lessor provides enhanced disclosures about its risk exposure, particularly exposure to residual-value risk. 
 

The new standard supersedes the requirements in IAS 17 Leases, IFRIC 4 Determining Whether an Arrangement Contains 
a Lease, SIC-15 Operating Leases – Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal 
Form of a Lease. 
 
The new standard is effective for the Company's annual period beginning January 1, 2019. 
 
The impact of this new standard will result in an additional Right of Use Asset of $512,325 capitalized to the consolidated 
statement of financial position and a corresponding Lease Liability of $512,325 included as a liability in the consolidated 
statement of financial position. The asset will be amortized over the term of the remaining lease period and the liability will 
be discounted at the rate of 5%. 
 
IFRIC 23 Uncertainty over Income Tax Treatments 

 
This new Interpretation, issued by the International Accounting Standards Board (IASB) in June 2017, clarifies how to 
apply the recognition and measurement requirements in IAS 12 Income Taxes when there is uncertainty over income tax 
treatments. 
 
The main features of IFRIC 23 are as follows: 
 

• An entity considers an uncertain tax treatment separately or together with other uncertain tax treatments 
depending on which approach better predicts the resolution of the uncertainty. 
 

• Taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates are determined based on 
whether it is probable that a taxation authority will accept an uncertain tax treatment. 

 

• An entity reassesses judgments or estimates relating to uncertain tax treatments when facts and circumstances 
change. 

 
The interpretation is effective for the Company’s annual period beginning January 1, 2019. 
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5. PREPAID AND DEPOSITS 

  2018 2017 

Current   

     Advance to UniQuest for projects $ 508,209 $           385,907 

     R&D supply prepaid – short-term 560,614 579,302 

     Other prepaid and deposits 126,540 165,470 

 1,195,363 1,130,679 
Non-current 
     Advance to UniQuest for equipment 269,426 483,210 

     R&D supply prepaid – long-term 116,795 541,927 

     Office deposit 27,363 27,364 

 413,584 1,052,501 

Total prepaid and deposits  $ 1,608,947 $ 2,183,180 

 
During the year ended December 31, 2017, the Company entered into one research and development contract with 
UniQuest Pty Limited (“UniQuest”). Payments of $1,445,599 (2017 - $1,243,663) made to UniQuest have been recorded 
as a prepayment and amounts for work completed is expensed to research and development (“R&D”).  
 
The short- and long-term R&D supply deposit relates to the R&D supply agreement the Company entered into, effective 
September 18, 2017, with a licensed producer of medical cannabis (“Supplier”). In exchange for 12,820,515 options, the 
Supplier is supplying samples of cannabis-derived products and ingredient information for use by the Company in its R&D 
program. Each option is exercisable to one common share of the Company at $0.156 per share for a period of 24 months 
from the grant date. The fair value of the stock options was determined using the Black-Scholes option pricing model with 
the following assumptions: exercise price - $0.156, expected life – 2 years, volatility – 107%, risk-free rate – 1.54%, and 
dividend yield – 0%. The R&D supply deposit is amortized from March 26, 2018, when the first shipment was received, to 
the end of the agreement, March 20, 2020. For the year ended December 31, 2018, $443,820 (2017 - $nil) was expensed 
and recorded as an R&D expense. 
 
During the year ended December 31, 2018, the Company recorded an impairment of $2,775,000 (2017 - $nil) in other 
prepaid and deposits relating to marketing and promotion activities due to the termination of agreements with third parties 
as the services were not received. The Company has filed a lawsuit against the third parties to pursue a potential recovery  
of the prepaid and deposits written off.  
 

6. PROPERTY, EQUPMENT AND FURNITURE 

  
Computer 

Equipment 
Computer 
Software 

 Office 
Equipment 

Leasehold 
Improvements  Total  

COST $ $ $ $ $ 

Balance, December 31, 2016                    -              1,683              1,468                       -              3,151  

Additions           48,376            -            34,753               82,943           166,072  

Balance, December 31, 2017           48,376            1,683            36,221               82,943           169,223  

Additions             7,669                     -                     -                       -  7,669 

Balance, December 31, 2018           56,045            1,683            36,221               82,943  176,892 

      
ACCUMULATED AMORTIZATION      
Balance, December 31, 2016                    -                 334                 147                       -                 481  

Amortization             10,878              540              3,740                 4,147            19,305  

Balance, December 31, 2017             10,878              874             3,887                 4,147            19,786  

Amortization 18,369  324 6,467 8,294 33,454 

Balance, December 31, 2018 29,247 1,198 10,354 12,441 53,240 

            

Net book value, December 31, 2017           37,498            809            32,334               78,796           149,437  

Net book value, December 31, 2018 26,798 485 25,867 70,502 123,652 
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7. INTANGIBLE ASSETS 

  Trademarks  Total  

COST  $   $  

Balance, December 31, 2016                       -                        -  

Additions            26,894             26,894  

Balance, December 31, 2017            26,894             26,894  

Additions              2,912               2,912  

Balance at December 31, 2018            29,806             29,806  

ACCUMULATED AMORTIZATION   
Balance, December 31, 2016                       -                        -  

Additions                       -                        -  

Balance, December 31, 2017                       -                        -  

Additions              2,835               2,835  

Balance at December 31, 2018              2,835               2,835  

      

Net book value, December 31, 2017            26,894             26,894  

Net book value, December 31, 2018            26,971             26,971  

 
Trademark costs include costs for registering and filing the Company’s trademarks, which included filing in the United 
States, Australia and Europe. 
 

8. SHORT-TERM DEBT 
 
Callable Debt - License Agreement Loan 
 
As at December 31, 2018, there were no callable debts. At December 31, 2017, callable debt amount of $76,202 was for 
the amount owing to Cornerstone Global Partners Inc. (“CGP”) for the license agreement entered on February 6, 2016. 
This loan and interest amounting to $77,705 was repaid in full in June 2018. 
 
Short-term loan 
 
On June 11, 2018, the Company’s former President made an advance to the Company in the amount of $280,000 at a 
simple rate of 5% per annum. This advance was to be repaid on the close of the June 2018 financing. The principal amount 
of the loan and the interest in the amount of $281,227 was paid during the year ended December 31, 2018. 
 
As at December 31, 2018, there was no amounts payable. 
 
Convertible debt – short term 
 
The convertible debt and interest for the debt agreement entered by the Company on March 28, 2016, with an employee 
was converted on May 1, 2018 at the request of the employee. The convertible debt is unsecured, matures on March 27, 
2018 and bears simple interest at 5% per annum.  
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8. SHORT-TERM DEBT (Continued) 
 
Convertible debt – short term (Continued) 
 
The total amount converted was $15,458 ($14,000 principal and $1,458 accrued interest) at $0.02 per share as per the 
agreement and 772,875 shares of the Company were issued. An amount of $3,029 was reclassed from equity component 
of convertible debt to share capital. A reconciliation of the convertible debt is as follows: 
 

Balance, December 31, 2016        $         11,293 

Non-cash Item   

Interest expense 700 

Accreted interest 203 

Balance at December 31, 2017 12,196 

Cash Item  

Interest expense 233 

Non-cash Item  

Loan conversion (12,429) 

Balance at December 31, 2018 $                  - 

 
On March 28, 2018, the Company entered into an unsecured credit facility agreement with its shareholder and former 
President and for $700,000. Under the terms of the agreement, the amount of any outstanding principal and accrued 
interest thereon under the credit facility is convertible into common shares of the Company at the lender’s request at $0.10 
per share.  
 
As at December 31, 2018, $565,000 was drawn on the facility, bearing 5% simple interest with repayment due by March 28, 
2019Interest of $27,975 was accrued as at that date. On April 20, 2018, the conversion price was amended from $0.10 to 
$0.06 per share and $162,691 was recorded as a loss on modification to profit or loss with a corresponding adjustment to 
shareholders’ deficiency. 
 
The Company bifurcated the notes into their components using a discounted cash flow model with an estimated fair value 
interest rate of 15.5% to estimate the fair value of the liability component with the remaining balance representing the 
equity component.  

 
Reconciliation of the convertible debt is as follows: 
 

Balance, December 31, 2017 $                            - 

Cash items  

Issuance of convertible debt (Tranche 1) 590,000 

Repayment of convertible debt (Tranche 1) (325,000) 

Issuance of convertible debt (Tranche 2) 300,000 

Non-cash items  

Repayment of convertible debt (Tranche 1) 28,661 

Equity portion of convertible debt (Tranche 1) (54,272) 

Equity portion of convertible debt (Tranche 2) (7,501) 

Interest expense 27,975 

Accreted interest 48,115 

Balance at December 31, 2018 $                 607,978 

 
9. LONG-TERM DEBT 

 
Convertible debts – long term 
 
The Company has entered into two revolving line of credit facility agreements with its Chief Executive Officer and its former 
President (collectively the “Lenders”), whom are shareholders of the Company. Both are unsecured, bear simple interest 
of 5% per annum and are convertible into common shares in the capital of the Company. 
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9. LONG-TERM DEBT (Continued) 

 
Convertible debts – long term (Continued) 
 
The first credit facility agreement was entered into on December 9, 2016 in the principal amount of $1,000,000. The 
agreement was amended March 31, 2017, wherein the principal amount was increased by $1,000,000 to a total of 
$2,000,000. Under the terms of the agreement and waiver (the “Waiver”) dated September 30, 2017, the amount of any 
outstanding principal and accrued interest thereon under the credit facility is convertible, after October 28, 2017, into 
common shares of the Company at the price of $0.10 per share. On April 20, 2018, the conversion price was amended 
from $0.10 to $0.06 per share and $845,130 was recorded as a loss on modification to profit or loss with a corresponding 
adjustment to shareholders’ deficiency. On June 5, 2018, $280,752 of the principal amount and $19,248 of the interest 
amount was converted to equity at the conversion price of $0.06 per common share, for a total of 5,000,000 shares. As at 
December 31, 2018, the Company has drawn $1,719,248 (2017 - $2,000,000) under the facility agreement and has 
accrued interest of $171,688 (2017 - $79,949).  
 
The second facility was entered into on May 9, 2017, for a maximum of $1,000,000. Under the terms of the agreement and 
the Waiver, the amount of any outstanding principal and accrued interest thereon under the credit facility is convertible 
after October 28, 2017, into units, each consisting of one common share of the Company and one common share purchase 
warrant at a price of $0.10 per unit. Each common share purchase warrant entitles the holder to purchase one common 
share of the Company at the price of $0.20 for a period of 24 months after the issuance of the units, subject to acceleration. 
On April 20, 2018, the conversion price was amended from $0.10 per unit to $0.06 per unit and $372,234 was recorded 
as a loss on modification to profit or loss with a corresponding adjustment to shareholders’ deficiency. As at December 31, 
2018, the Company has drawn $900,500 (2017 - $900,500) under the facility agreement and has accrued interest $60,308 
(2017 - $15,283). 
 
On January 26, 2018, the Company entered into an agreement with the Lenders for $500,000 in the form of an unsecured 
convertible promissory note bearing simple interest at 5% per annum. This promissory note was added to the second 
facility above. Thereby, the terms of the facility entered into on May 9, 2017 apply to the January 26, 2018 agreement. On 
April 20, 2018, the conversion price was amended from $0.10 per unit to $0.06 per unit and $202,603 (2017 - $nil) was 
recorded as a loss on modification to profit or loss with a corresponding adjustment to shareholders’ deficiency. As at 
December 31, 2018, the Company has accrued interest of $23,288 (2017 - $nil) on this promissory note. 
 
On November 13, 2018, the Lenders signed a wavier to waive the right to demand the funds for all above loans until after 
January 31, 2020 and $177,981 was recorded in reserves as a result of the amended term. 
 
The Company bifurcated the notes into their components using a discounted cash flow model with an estimated fair value 
interest rate of 15.5% to estimate the fair value of the liability component with the remaining balance representing the 
equity component.  



PreveCeutical Medical Inc. 
(Formerly Carrara Exploration Corp.) 
Notes to the Consolidated Financial Statements 
For the years ended December 31, 2018 and 2017 
Expressed in Canadian Dollars 

 

21 

9. LONG TERM DEBT (Continued) 
 
Convertible debts – long term (Continued) 

 

Balance, December 31, 2016 $                                - 

Cash items  

Issuance of convertible debt 2,900,500 

Non-cash items  

Equity portion of convertible debt (512,657) 

Interest expense 95,232 

Accreted interest 156,434 

Balance, December 31, 2017 $                  2,639,509 

Cash items  

Issuance of convertible debt 500,000 

Non-cash items  

Debt conversion (300,000) 

Equity portion of convertible debt (87,662) 

Interest expense 178,300 

Accreted interest 291,722 

Gain on modification (177,981) 

Balance at December 31, 2018 $                  3,043,888                   

 
10. SHARE CAPITAL 

 
The issued and outstanding common share number of 390,188,905 reflects the post sub-division of the common shares 
in connection the 5:1 Stock Split. This Stock Split was approved at the annual general and special meeting of shareholders 
of the Company held on May 14, 2018. The number of common shares, warrants and options and the price per share has 
been adjusted to reflect the Stock Split. The record date of the Stock Split was May 24, 2018. 
 
Authorized 

 
The Company is authorized to issue an unlimited number of common Class “A” voting shares without par value. There 
were 390,188,905 common shares of the Company issued and outstanding as at December 31, 2018. 
 
Escrow shares 
 
On June 30, 2017, in connection with the Transaction, the Company entered into an escrow agreement whereby certain 
shares, warrants, and stock options of the Company will be held in escrow.  
 
At December 31, 2018, there were 90,786,800 (2017 - 148,930,200) common shares, 6,100,000 (2017 - 17,025,000) stock 
options, 1,080,000 (2017 - 1,620,000) warrants and convertible debentures in the principal amount of $2,295,000 (2017 - 
$2,295,000) held in escrow. 
 
The terms of the securities held in escrow are as follows: 

• 1/4 of escrow securities to be released on the Company’s listing date; 

• 1/3 of escrow securities to be released 6 months after the listing date; 

• 1/2 of escrow securities to be released 12 months after the listing date; 

• Remaining escrow securities to be released 18 months after the listing date.  
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10. SHARE CAPITAL (Continued) 
 
Issuance 
 
During the year ended December 31, 2018, the Company issued: 
 

• 2,225,365 common shares for services fair valued at $125,596 (expensed under consulting fees); 

• 5,772,875 common shares for early partial debt conversion of $363,840; 

• 4,718,400 common shares were issued as finders; fees in relation to the June 2018 Private Placement, fair valued at 

$235,920 ($0.05 per common share); 

• 128,999,750 common shares for gross proceeds of $6,449,988 and 128,999,750 warrants to purchase the Company’s 
common shares at an exercisable price of $0.10 per share. As part of the June 2018 Private Placement, the Company 
issued 1,800,000 warrants for service at an exercisable price of $0.10 per shares and 6,301,600, broker warrants for 
finders’ fees at an exercisable price of $0.10 per share fair valued at $140,060. All warrants issued with the Private 
Placement expire on June 29, 2020. Cash share issuance cost of $185,930 was incurred; and 

• 2,950,000 warrants were exercised for issue of 2,950,000 common shares at an exercise price of $0.10 per share for 
gross proceeds of $295,000. 

During the year ended December 31, 2017, the Company issued: 
 

• 41,334,335 common shares in connection with the Transaction (Note 2);  

• 10,000 common shares fair valued at $926 for which proceeds were received in fiscal 2016; 

• 701,425 common shares for services fair valued at $76,348 (expensed under consulting fees); and 

• 339,715 common shares for warrants and options exercised for gross proceeds of $20,377. 
 

11. STOCK OPTIONS 
 

 Stock Option Plan 
 
Stock options to purchase common shares have been granted to directors, employees, contractors and consultants at 
exercise prices determined by reference to the market value on the date of the grant. The number of shares available for 
options to be granted under the Company’s rolling stock option plan is 10% of the number of shares outstanding (the 
“Plan”). Options granted under the Plan vest immediately or over a period of time at the discretion of the Board of Directors.  
 
Under the Plan, the number of shares reserved for issuance to any one optionee will not exceed 5% of the then issued 
and outstanding shares. The options are non-assignable and non-transferable and will be exercisable up to 10 years from 
the date of grant. The minimum exercise price of an option granted under the Plan must not be less than the discounted 
market price, as such term is defined in the policies of the Canadian Securities Exchange (“CSE”) and other applicable 
regulatory authorities. 
 

The changes in stock options outstanding are as follows:   

   

 Number of Stock Options 
Weighted Average  

Exercise Price 

Balance at December 31, 2016 18,000,000 $    0.05 

   Granted 5,847,840 $    0.11 

   Granted (Note 5) 12,820,515* $    0.16 

   Exercised (500) $    0.05 

Balance at December 31, 2017 36,667,855 $    0.10 

   Granted 14,401,889 $    0.10 

   Expired (13,000,000) $    0.08 

Balance at December 31, 2018 38,069,744 $    0.11 

 

* The CSE approved the issuance of options outside of the Company’s option plan. 
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11. STOCK OPTIONS (Continued) 
 

As at December 31, 2018, the Company had the following stock options outstanding and exercisable: 

 

 
Date of Expiry 

Number 
Outstanding  

Weighted 
Average 

Exercise Price 
Number  

Exercisable 

Weighted 
Average 

Exercise Price 

Weighted 
Average 

Remaining 
Life in Years 

January 19, 2019 2,500,000 $    0.10 1,875,000 $    0.10 0.05 

January 30, 2019 3,901,889 $    0.14 400,000 $    0.14 0.08 

February 28, 2019 500,000 $    0.09 375,000 $    0.09 0.16 

May 18, 2019 664,500 $    0.13 664,500 $    0.13 0.38 

August 29, 2019 1,100,000 $    0.16 1,100,000 $    0.16 0.66 

September 19, 2019 12,820,515 $    0.16 12,820,515 $    0.16 0.72 

August 10, 2020 9,249,500 $    0.05 9,249,500 $    0.05 1.61 

August 31, 2020 1,250,000 $    0.05 1,250,000 $    0.05 1.66 

June 30, 2021 2,250,000 $    0.10 2,250,000 $    0.10 2.49 

September 7, 2021 1,333,340 $    0.06 1,333,340 $    0.06 2.69 

March 12, 2022 500,000 $    0.09 500,000 $    0.09 3.20 

October 20, 2022 2,000,000 $    0.12 2,000,000 $    0.12 1.81 

Total 38,069,744 $    0.11 33,817,855 $    0.11 1.22 

 
As at December 31, 2017, the Company had the following stock options outstanding and exercisable: 
 

 
Date of Expiry 

Number Outstanding and  
Exercisable 

Weighted Average 
Exercise Price 

Weighted Average 
Remaining Life in Years 

May 18, 2019 664,500 $    0.13 1.38 

August 29, 2019 1,100,000 $    0.16 1.66 

September 19, 2019 12,820,515 $    0.16 1.72 

September 19, 2019 500,000 $    0.10 1.72 

August 10, 2020 16,749,500 $    0.05 2.61 

August 31, 2020 1,250,000 $    0.05 2.66 

June 30, 2021 2,250,000 $    0.10 3.50 

September 7, 2021 1,333,340 $    0.06 3.69 

Total 36,667,855 $    0.10 2.33 

 
When the Company issues stock options, it records a share-based compensation in the year or period in which the options 
are granted and/or vested. The expense is estimated using the following assumptions: 
 

• Due to the lack of historical pricing information for the Company, the expected volatility is based on an average of 
historical prices of a comparable group of companies within the same industry. 

• The risk-free interest rate is based on yield curves on Canadian government zero-coupon bonds with a remaining 

term equal to the expected life of the stock options. 

• The Company used historical data to estimate option exercise, forfeiture and employee termination within the valuation 

model. 

• The Company has not paid and does not anticipate paying dividends on its common shares. Companies are required 
to utilize an estimated forfeiture rate when calculating the expense for the reporting period. 

• Based on the best estimate, management applied the estimated forfeiture rate of 0% in determining the share-based 
compensation recorded in the accompanying consolidated statements of operations and comprehensive loss. 
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11.  STOCK OPTIONS (Continued) 
 
The Company used the Black-Scholes option pricing model to determine the fair value of 14,401,889 options granted for 
the year ended December 31, 2018 (2017 - 18,668,355) with a weighted average fair value of $0.06 (2017 - $0.08). The 
following weighted average assumptions were used with vesting from date of grant for two years:   
 

 2018 2017 

Risk-free interest rate 1.95% 1.46% 

Expected dividend yield 0.00% 0.00% 

Expected stock price volatility 113% 110% 

Expected option life in years 1.76 2.39 

Forfeiture rate 0.00% 0.00% 

 
Option pricing models require the input of highly subjective assumptions, including the expected price volatility. Changes in 
these input assumptions can materially affect the fair value estimate. During the year ended December 31, 2018, the 
Company recorded $621,022 (2017 - $315,301) in relation to the vesting of the stock options. 
 

12. WARRANTS 
 

The changes in warrants outstanding are as follows:     

 Number of Warrants 
Weighted Average  

Exercise Price 

Balance at December 31, 2016  - $          - 

   Issued - private placement 21,356,000 $    0.20 

   Issued - performance warrants  21,000,000 $    0.10 

   Issued - broker option warrants 622,830 $    0.06 

   Broker option warrants exercised (339,215) $    0.06 

Balance at December 31, 2017 42,639,615 $    0.15 

   Issued - private placement 128,999,750 $    0.10 

   Issued - issued for services 1,800,000 $    0.10 

   Issued - broker option warrants 6,301,600 $    0.10 

   Private placement warrants exercised (2,950,000) $    0.10 

   Broker option warrants expired (283,615) $    0.06 

Balance at December 31, 2018 176,507,350 $    0.11 

 
As at December 31, 2018, the Company had the following warrants outstanding and exercisable: 
 

Date of Expiry 
Number 

Outstanding Exercisable 
Weighted Average 

Exercise Price 
Weighted Average 

Remaining Life in Years 

June 30, 2019* 21,356,000 21,356,000 $    0.20 0.50 

June 29, 2020 134,151,350 134,151,350 $    0.10 1.50 

July 12, 2022 21,000,000 7,000,000 $    0.10 3.53 

Total 176,507,350 162,507,350 $    0.11 1.62 

 
* The expiry date for these warrants issued was extended by a year to June 30, 2019. 
 
For the June 2018 Private Placement, a total of 6,301,600 broker warrants were issued as finders’ fees. 3,118,400 of these 
warrants were part of the units issued and 3,183,200 were broker warrants. The Company recorded an estimated issuance 
cost of $140,060 for the 3,183,200 broker warrants were issued as finders’ fees on June 30, 2018, with an exercise price 
of $0.10. The estimate was based on Black-Scholes option pricing model with an expected life of 2 years, volatility of 
118.38%, risk-free rate of 1.90%, and a dividend yield of 0%.  
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12. WARRANTS (Continued) 
 
As at December 31, 2017, the Company had the following warrants outstanding and exercisable: 
 

 
Date of Expiry 

Number 
Outstanding Exercisable 

Weighted 
Average 
Exercise 

Price 

Weighted 
Average 

Remaining Life in 
Years 

June 30, 2018 21,356,000 21,356,000 $    0.20 0.50 

December 21, 2018 283,615 268,615 $    0.06 0.97 

July 12, 2022 21,000,000 7,000,000 $    0.10 4.53 

Total 42,639,615 28,624,615 $    0.15 2.49 

 
On July 12, 2017, 21,000,000 performance warrants were issued at an exercise price of $0.10 per warrant with the expiry 
date of July 12, 2022 to certain consultants, officer and other persons. The performance warrants will vest as follows: 
 

• One third on the issue date; 

• One third on the date of filing of a patent application in Canada, Australia or the United States by the Company for 
any of its technologies, including synthetic scorpion venom, gene therapy for obesity and diabetes or sol-gel 
delivery platform; and 

• One third on the date of the filing of an additional patent application in Canada, Australia or the United States by 
the Company for any of its technologies, including synthetic scorpion venom, gene therapy for obesity and diabetes 
or sol-gel delivery platform. 

 
During the year ended December 31, 2018, the Company recorded $484,156 (2017 - $918,802) in share-based 
compensation in relation to the vesting of the warrants. The Company used the Black-Scholes option pricing model to 
determine the fair value of the warrants issued with the following weighted average assumptions:   

 

 2018 2017 

Risk-free interest rate - 1.79% 

Expected dividend yield - 0.00% 

Expected stock price volatility - 120% 

Expected option life in years - 4.44 

Forfeiture rate - 0.00% 
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13. RELATED PARTIES  
 
Key Management Compensation 

 
The Company’s key management consist of the following executive officers and directors: 
 

Name Position Nature of transaction 

Stephen Van Deventer   CEO and Chairman Management Services 
Kimberly Van Deventer (resigned 
April 9, 2018) Former Director, President Management Services 

Shabira Rajan  CFO and Controller Management Services 

Harendra Parekh Chief Research Officer Management Services 

Makarand Jawadekar Director, Chief Scientific Officer Management Services 
Maher Khaled (resigned October 20, 
2018) CEO, PreveCeutical (Australia) Management Services 

 
The remuneration of key management is set out below in aggregate for each of the categories specified in 
IAS 24 Related Party Disclosures. 

 

For the years ended December 31,    2018   2017 

     

Salaries and wages $ 368,782 $ 410,863 
Management consulting related to business 
development and research and development  411,364  285,025 

  $ 780,146 $ 695,888 

 
Related Party Transactions 
 
Other related transactions for the years ended December 31, 2018 and 2017 included wages, benefits, royalty and interest. 
 
Except as disclosed elsewhere in the consolidated financial statements, related party transactions for the years ended 
December 31, 2018 and 2017 are as follows. 
 

For the years ended December 31    2018   2017 

 
Transactions with company controlled by key management personnel 
 

Rent $ - $ 10,000 
Wages and benefits to employees related to 
certain officer and past officer  145,337  106,063 

Interest payable accrued on loan   1,503  2,975 

Royalty  361  563 

  $ 147,201 $ 119,601 

 
Accrued loan interest payable to certain officers 
and directors of the Company $ 258,493 $ 95,232 
Stock options and warrants issued to certain 
officers and directors $ 196,015 $ 211,000 
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13. RELATED PARTIES (Continued) 
 
Related Party Payable 
 
As at December 31, 2018, $51,934 (2017 - $54,962) is payable to related parties for services incurred and reimbursement 
of expenses and recorded in accounts payable and accrued liabilities. All balances are unsecured, non-interest bearing, 
have no fixed repayment terms and are due on demand.  
 

14.  SUPPLEMENTAL CASH FLOW INFORMATION 

 2018 2017 

Interest expense $      209,237 $       98,907 

Interest paid $          8,932 $              - 

Taxes paid $                  - $              - 

Previously granted options included in prepaid and deposits $                  - $  1,121,229 

Shares issued for services $      125,596 $       76,348       

Shares issued on reverse takeover $                  - $   4,133,433 

Shares issued for Finder’s fees $      235,920 $              - 

Broker warrants for private placements $      140,060 $              - 

 
15. MANAGEMENT OF CAPITAL  

 
The Company manages its shareholders’ deficiency as capital. The Company’s objective when managing capital is to 
safeguard the Company’s ability to continue as a going concern in order to pursue the development of its assets and to 
maintain a flexible capital structure which optimizes the cost of capital at an acceptable risk.  
 
The Company manages the capital structure and adjusts it in light of changes in economic conditions and the risk 
characteristics of the underlying assets. To maintain or adjust the capital structure, the Company may attempt to issue 
new shares, issue debt or acquire or dispose of assets. 
 
In order to facilitate the management of its capital requirements, the Company prepares expenditure budgets that are 
updated as necessary depending on various factors, including successful capital deployment and general industry 
conditions. 
 
In order to maximize ongoing efforts, the Company does not pay out dividends. The Company’s investment policy is to 
keep its cash treasury invested in demand certificates of deposit with major financial institutions. 
 
As at December 31, 2018, the shareholders’ deficiency was $2,285,171 (2017 - $344,340). The Company did not change 
its approach to capital management during the year ended December 31, 2018. The Company is not subject to externally 
imposed capital requirements. 
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16. INCOME TAXES  

 
The income tax provision recorded differs from the income tax obtained by applying the statutory income tax rate of 27.00% 
(2017 – 26.00%) to the income for the year and is reconciled as follows: 
 

  2018  2017 

   

Loss before income taxes $  (11,884,130) $      (7,328,883) 

Canadian statutory income tax rate 27% 26% 

   

Expected income tax recovery (3,208,715) (1,905,510) 

Items not deductible for income tax purposes 1,539,181 (293,495) 
Differences on tax rates between Canada and 

Australia (25,923) - 

Foreign exchange impact on timing differences (3,627) - 

Effect of change in future tax rates - (76,742) 

Reversal of temporary differences - 672,153 

Under/ over provided in prior years 571,072 - 

Unused tax losses and tax offsets not recognized 1,087,664 1,506,596 

Income tax recovery $       (40,348) $           (96,998) 

 
The Company recognizes tax benefits on losses or other deductible amounts where it is probable future taxable income 
for the recognition of deferred tax assets has been met. The Company carries convertible debt with an equity portion for 
accounting purposes which gives rise to temporary differences that result in deferred tax liabilities for which deferred tax 
assets can be recognized, consisting of the following: 
 

  2018  2017 

   

Deferred tax liability on equity component of debt $         (38,121) $         (96,998) 

Deferred tax asset recognized to offset liability 38,121 96,998 

 $                     - $                     - 

 
Additionally, the Company’s unrecognized deductible temporary differences and unused tax losses for which no deferred 
tax asset is recognized consist of the following amounts: 
 

  2018  2017 

   

Non-capital losses carried forward $    12,894,176 $       7,420,447 
Excess of undepreciated capital cost over carrying 

value of fixed assets 29,199 19,786 

Share issuance costs 378,089 233,908 

 $   13,301,464 $       7,674,141 
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16. INCOME TAXES (Continued) 
 
Non-capital tax losses carried forward 
 
The Company has accumulated non-capital losses for Canadian income tax purposes of approximately $11,157,000 and 
$1,737,000 non-capital losses for Australia income tax purposes. These losses expire as follows: 
 

Year Amount 

2035 $             74,000 

2036 1,394,000 

2037 5,305,000 

2038 4,384,000 

Indefinitely 1,737,000 

    $      12,894,000 

 
17. FINANCIAL INSTRUMENTS 

 
The Company’s financial instruments classified as level 1 in the fair value hierarchy are cash, accounts receivable, 
accounts payable and accrued liabilities and their carrying values approximate the fair values due to their short-term nature. 
The convertible debt is classified as level 3. 
 
The Company’s financial instruments are exposed to certain risks, including credit risk, interest rate risk, liquidity risk and 
other market risk. 
 
Credit Risk 
 
Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its contractual 
obligations. The Company’s cash is held through large Canadian and Australian financial institutions. The Company 
considers its credit risk on cash to be not significant and accounts receivable to be minimal.  
 
Interest Rate Risk 
 
Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to changes in 
market interest rates. The Company’s callable debt (Note 8) and convertible debts (Notes 8 and 9) currently provides for 
interest at 5% per annum.  
 
Liquidity Risk 
 
Liquidity risk is the risk that the Company will encounter difficulty in satisfying financial obligations as they become due. 
The Company manages its liquidity risk by forecasting cash flows from operations and anticipated investing and financing 
activities. The Company’s objective in managing liquidity risk is to maintain sufficient readily available reserves in order to 
meet its liquidity requirements.  
 
At December 31, 2018, the Company had working capital of $194,510 compared to working capital at December 31, 2017, 
of $1,066,337. This included cash of $64,329 (2017 - $104,478) available to meet short-term business requirements and 
current liabilities of $1,143,359 (2017 - $304,491). The Company will require additional financing in the future to meet its 
obligations. The Company’s accounts payable and accrued liabilities have contractual maturities of less than 30 days and 
are subject to normal trade terms. 
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17. FINANCIAL INSTRUMENTS (Continued) 
 

Liquidity Risk (Continued) 
 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the Company as at 
December 31, 2018: 
 

  1 year  2 to 3 years  Total 

Convertible debt – short-term (Note 8) $ 922,192 $ - $ 922,192 

Convertible debt – long-term (Note 9)  -  1,964,895  1,964,895 

Convertible debt – long-term (Note 9)  -  1,009,657  1,009,657 

Convertible debt – long-term (Note 9)  -  550,068  550,068 

 $ 922,192 $ 3,524,620 $ 4,446,812 

 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the Company as at 
December 31, 2017: 
 

  1 year  2 to 3 years  Total 

Callable debt (Note 8) $ 76,202 $ - $ 76,202 

Convertible debt – short-term (Note 8)  15,225  -  15,225 

Convertible debt – long-term (Note 9)  -  2,195,678  2,195,678 

Convertible debt – long-term (Note 9)  -  989,764  989,764 

 $ 91,427 $ 3,185,442 $ 3,276,869 

 
Other Market Risk 
 
Other market risks that the Company is exposed to include currency risk. Currency risk is the risk of loss due to the 
fluctuation of foreign exchange rates and the effects of these fluctuations on foreign currency denominated monetary 
assets and liabilities.  
 
The Company is exposed to currency risk with its foreign subsidiary which is funded from time to time in the subsidiary’s 
currency. The Company is also exposed to currency risk with its other foreign business transactions.  
 
The Company does not invest in derivatives to mitigate these risks. 
 
As at December 31, 2018 and 2017, the Company’s net exposure to foreign currency risk on its financial instruments is as 
follows: 
 

  2018  2017 

  US Dollars  Australian Dollars  US Dollars  Australian Dollars 

Cash $ 4,981 $ 9,850 $ 5,531 $ - 

Accounts payable and 
accrued liabilities  (26,792)  (165,377)  (31,599)  

- 

 $ (21,811) $ (155,527) $ (26,068) $ - 

 
Based on the above, assuming all other variables remain constant, a 10% (2017 - 10%) weakening or strengthening of 
the Canadian dollar against the US dollar and Australian would result in an increase/decrease of approximately $1,627 
(2017 - $3,952) in net income (loss).  
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18. SEGMENTED INFORMATION 
 
The Company has one reportable segment being the licensing, branding and marketing nutraceutical and wellness 
products. Selected segmented financial information is as follows: 

Years ended December 31,      2018   2017 

      
Product Sales      

Canada   $  5,680  $  4,976 
United States   1,729  6,208 
Other   8,043  11,050 

Total    $  15,452  $  22,234 

 

 As at December 31, 2018 and 2017, the Company’s long-term assets were located in Canada and Australia as follows: 
 

 2018 2017 

 Canada Australia 
 

Total Canada Australia Total 

Computer equipment  $          23,998 $      2,800 
 

$   26,798 $      37,498 $          - $     37,498 

Computer software 485 - 485 809 - 809 

Office equipment 25,867 - 25,867 32,334 - 32,334 

Leasehold improvements 70,502 - 70,502 78,796 - 78,796 

Total $         120,852 $     2,800 
 

$  123,652 $     149,437 $           - $   149,437 

 

19. COMMITMENTS 

The Company entered into a lease agreement for office premises commencing May 1, 2017 with an initial five-year term 
and a five-year equipment lease commencing July 1, 2017. For the year ended December 31, 2018, the Company incurred 
$149,014 (2017 - $94,656) in rent expense.  
 
Payments committed for the next four years are as follows: 
 

Year Amount 

2019 $ 168,064 

2020 168,704 

2021 168,704 

2022 56,988 

 $      562,460 

 
The Company has a royalty with a company controlled by its Chief Executive Officer and is obligated to pay a 10% royalty 
from sales derived from the use of the trademarks purchased from a company controlled by key management personnel. 
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20. EVENTS AFTER THE REPORTING DATE 
 

Subsequent to the year ended December 31, 2018: 
 
a) On February 11, 2019, the Company issued 6,100,000 units (“Unit(s)”) at a price of $0.05 per unit through a non-

brokered private placement offering. Each Unit comprises of one common share and one common share purchase 
warrant entitling the holder to acquire one additional common share at a price of $0.08 per warrant for a period of 
two years from the issuance date, subject to acceleration.  

 
In connection with the private placement offering, the Company issued 160,000 Units to certain finders and 
224,000 finder’s warrants. Each finder warrant entitles the holder to acquire one additional common share at a 
price of $0.08 per share for a period of two years from the issuance date.  

 
b) On February 13, 2019, Mr. Stephen Van Deventer resigned as the Company’s President and Dr. Makarand 

Jawadekar was appointed as the Company’s President. 
 
c) A total of 6,901,889 stock options expired unexercised.  
 



 

SCHEDULE "G" 
 

Audited Consolidated Annual Financial Statements for the Years ended December 31, 
2017 and 2016 

 
See attached. 
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INDEPENDENT AUDITORS’ REPORT 
 

TO THE SHAREHOLDERS OF PREVECEUTICAL MEDICAL INC. 
(Formerly Carrara Exploration Corp.) 
 

We have audited the accompanying consolidated financial statements of PreveCeuctical Medical Inc., which 
comprise the consolidated  statement of financial position as at December 31, 2017 and the consolidated 
statements of operations and comprehensive loss, changes in shareholders’ deficiency and cash flows for the 
year then ended, and a summary of significant accounting policies and other explanatory information. 
 
Management's Responsibility for the Consolidated Financial Statements 
Management is responsible for the preparation and fair presentation of these consolidated financial statements 
in accordance with International Financial Reporting Standards and for such internal control as management 
determines is necessary to enable the preparation of consolidated financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We 
conducted our audit in accordance with Canadian generally accepted auditing standards. Those standards 
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance 
about whether the consolidated financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
 consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud 
or error. In making those risk assessments, the auditor considers internal control relevant to the entity's 
preparation and fair presentation of the consolidated financial statements 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 entity's internal control. An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the consolidated financial statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion.  
 
Opinion 
In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position 
of PreveCeutical Medical Inc. as at December 31, 2017, and its financial performance and its cash flows for the 
year then ended in accordance with International Financial Reporting Standards. 
 
Emphasis of Matter 
Without qualifying our opinion, we draw attention to note 1 in the consolidated financial statements, which 
describes matters and conditions that indicate the existence of material uncertainties that may cast significant 
doubt about the Company’s ability to continue as a going concern. 
 
Other Matter 
The financial statements of PreveCeutical Medical Inc. as at December 31, 2016 and for the year then ended 
were audited by another auditor who expressed an unmodified opinion on those statements dated May 30, 2017. 
 
 
 
 
Chartered Professional Accountants 
 
Vancouver, British Columbia 
April 23, 2018 
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As at December 31  2017  2016 

     

ASSETS     

Current     

 Cash $          104,478   $                       -    

 Accounts receivable  78,425      28,500  

 Inventory              57,246              59,861  

 Prepaid and deposits (Note 5)       1,130,679              16,652  

 Share subscriptions receivable (Note 10)                      -                99,500  

         1,370,828            204,513  

      

 Deposits (Note 5) 1,052,501  - 

 Property, equipment and furniture (Note 6) 149,437                 2,670  

 Intangible assets (Note 7)            26,894                        -    

Total Assets $ 2,599,660   $           207,183  

     

LIABILITIES AND SHAREHOLDERS’ DEFICIENCY     

Current liabilities     

 Bank indebtedness $                      -     $             47,036  

 Accounts payable and accrued liabilities           198,485            189,565  

 Callable debt (Note 8)             76,202              73,227  

 Convertible debt - short term (Note 8)            12,196              11,293  

 Government remittances payable            17,608            182,123  

            304,491            503,244  

      

Convertible debt - long term (Note 9)       2,639,509                        -    

   2,944,000            503,244  

      

SHAREHOLDERS' DEFICIENCY   

 Share capital (Note 10)  5,995,039         1,763,955  

 Equity portion of convertible debt (Notes 8 and 9) 418,688                 3,232  

 Share based compensation reserve 3,724,041         1,186,975  

 Deficit      (10,482,108)      (3,250,223) 

Total shareholders' deficiency      (344,340)         (296,061) 

Total liabilities and shareholders' deficiency $       2,599,660  $           207,183  

 

 

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

 
 
Approved on behalf of the Board of Directors 
 
 
_ "Stephen Van Deventer" signed       Director 
          

 
_ “Greg Reid” signed         Director
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Years ended December 31,   2017  2016 

REVENUE      

Product sales $            22,234   $             31,054  

Cost of sales                7,935              33,122  

Gross profit (loss)              14,299                (2,068) 

EXPENSES     

Amortization (Notes 6 and 7)                         19,305                   481  

Business development and investor relations  628,739            176,149  

Consulting fees (Note 13)           120,518            264,801  

Insurance             16,385                        -  

Inventory management             50,258              24,171  

Marketing and promotion           154,508              84,391  

Meetings and conventions             47,297              36,367  

Office and general  57,686              30,836  

Professional fees           384,913            216,341  

Rent, utilities, repair and maintenance           124,104              40,459  

Research and development (Note 5)           517,612                        -  

Salaries and wages (Note 13)           645,406            401,441  

Share-based compensation (Notes 11 and 12)  1,234,103         1,186,975  

Transfer agent and filing fees             51,250              10,147  

Travel and meals           423,402            212,433  

Vehicle expenses              32,150               17,629  

Total expenses   4,507,636          2,702,621  

LOSS FROM OPERATIONS      (4,493,337)      (2,704,689) 

     

Foreign exchange gain (loss)                4,997               (2,186) 

Accretion expense (Notes 8 and 9)            (156,434)            - 

Interest expense (Notes 8 and 9)  (98,907)            (20,342) 

Intangible asset impairment (Note 7)                         -          (400,000) 

Listing cost (Note 4)       (2,585,202)                       -  

Loss before income tax recovery  (7,328,883)  (3,127,217) 

Income tax recovery (Note 16)  96,998  - 

Net loss and comprehensive loss $     (7,231,885)  $     (3,127,217) 

Basic and diluted loss per common share $  (0.16)  $ (0.082) 

Weighted average number of common shares outstanding 
  

   44,767,576       38,063,193 

 
 

The accompanying notes are an integral part of these consolidated financial statements. 
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Number of 
shares Amount 

Equity 
component of 

convertible loan 

Share based 
compensation 

reserve Deficit Total 
     $   $   $   $   $  

Balance at December 31, 2015       17,000,000                     160,300                       -     -            (123,006)              37,294  

Issue of shares       23,627,408                  1,664,232   -   -   -          1,664,232  

Share issue cost                      -                   (60,577)  -                           -                         -                (60,577) 

Convertible loan equity                      -    - 3,232                                         -                         -                   3,232  

Share-based compensation - - -             1,186,975  -         1,186,975  

Net loss for the year                      -                                 -                         -                             -           (3,127,217)        (3,127,217) 

Balance as at December 31, 2016       40,627,408                  1,763,955                 3,232              1,186,975         (3,250,223)           (296,061) 
Common shares of PreveCeutical – reverse takeover 
adjustment         8,266,867  4,133,433  - 181,733                       -            4,315,166  

Convertible loan equity (Note 9) - -            512,657  - -            512,657  

Adjustment to convertible loan equity - - (203) - - (203) 

Issue of shares upon exercise of options and warrants              67,943                       20,377  -                          -                         -                 20,377  

Issue of shares 2,000 926 - - - 926 

Shares issued for services            140,285                       76,348  -  -   -               76,348  

Options issued for supply agreement (Note 5) - - - 1,121,229 - 1,121,229 

Share-based compensation - - - 1,234,104 - 1,234,104 

Recognition of deferred tax liability - - (96,998) - - (96,998) 

Net loss for the year                      -     -   -  -         (7,231,885)        (7,231,885) 

Balance as at December 31, 2017       49,104,503                  5,995,039            418,688             3,724,041        (10,482,108)        (344,340) 

 

 

The accompanying notes are an integral part of these consolidated financial statements. 
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Years ended December 31   2017   2016 

     

CASH FLOWS FROM OPERATING ACTIVITIES     

Net loss for the year $ (7,231,885) $ (3,127,217) 

Adjustments to net loss:     

Amortization  19,305  481 

Listing costs  2,585,202  - 

Intangible asset impairment  -  400,000 

Share-based compensation  1,234,103  1,186,975 

Accretion expense  156,434  - 

Accrued interest  98,907  3,752 

Income tax recovery  (96,998)   

Shares issued for services   76,348   - 

  (3,158,584)  (1,536,009) 

Change in cash on working capital items:     

Accounts receivable and GST receivable  (43,004)  (27,881) 

Inventory  2,615  (59,861) 

Prepaid expenses and deposits  (1,044,896)  10,031 

Share subscription receivable  99,500  700 

Accounts payable and accrued liabilities  9,846  297,688 

Government remittances payable  (164,515)  - 

Net cash used in operating activities   (4,299,038)   (1,315,332) 

     

CASH FLOWS FROM INVESTING ACTIVITIES     

Acquisition of property, equipment and furniture  (166,072)  (3,151) 

Acquisition of intangible assets  (26,894)  (400,000) 

Cash received on acquisition of 1050962 B.C. Ltd.  1,828,031  - 

Costs incurred for acquisition of 1050962 B.C. Ltd.  (105,390)  - 

Net cash provided by (used in) investing activities   1,529,675   (403,151) 

     

CASH FLOWS FROM FINANCING ACTIVITIES     

Issue of common shares and warrants  -  1,603,655 

Shares issued upon warrants exercise  20,377  - 

Callable debt and other instruments  -  70,000 

Convertible debt  2,900,500  14,000 

Net cash provided by financing activities   2,920,877   1,687,655 

     

Change in cash during the year  151,514  (30,828) 

Bank indebtedness, beginning of the year  (47,036)  (16,208) 

Cash (bank indebtedness), end of the year $ 104,478 $ (47,036) 

 

 

Supplemental Cash Flow Information (Note 14) 

 

The accompanying notes are an integral part of these consolidated financial statements. 
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1. NATURE OF OPERATIONS AND GOING CONCERN 
 

PreveCeutical Medical Inc. (formerly Carrara Exploration Corp.) (the “Company”) was incorporated on December 15, 2014 
under the laws of British Columbia. The Company’s principal business activity has been the exploration of exploration and 
evaluation assets. On June 21, 2017, the Company changed its name from Carrara Exploration Corp. to PreveCeutical 
Medical Inc.  
 
The Company is located at 1177 West Hastings Street, Suite 2200, Vancouver, British Columbia, V6E 2K3, Canada and 
its registered office is at 1040 West Georgia Street, Suite 1170, Vancouver, British Columbia V6E 4H1, Canada. 
 
On March 21, 2017, the Company and a private British Columbia company, PreveCeutical Medical Inc. (formerly 1050962 
B.C. Ltd., hereinafter referred to as "0962"), entered into an Amalgamation Agreement (the “Agreement”). The Agreement 
was structured as a three-cornered amalgamation whereby 0962 was amalgamated with a newly incorporated British 
Columbia subsidiary of the Company, 1110607 B.C. Ltd. (“Subco”) (the “Transaction”) (Note 4). Prior to the Transaction, 
the Company, effective June 21, 2017, consolidated all of its issued and outstanding common shares on the basis of one 
(1) post-consolidation share for every three (3) pre-consolidation shares. 
 
Effective June 30, 2017, the Company and 0962 completed the Transaction. On July 31, 2017, the Company and 0962 
completed a vertical short form amalgamation (the “Amalgamation”) and retained the Company’s name, PreveCeutical 
Medical Inc. 
 
Pursuant to the Transaction, the Company carries on the business of 0962 of licensing, branding and marketing 
nutraceutical and wellness products. 
 
The consolidated financial statements have been prepared on the basis of accounting principles applicable to a going 
concern which assumes that the Company will continue in operations for the foreseeable future and be able to realize 
assets and satisfy liabilities in the normal course of business. If the going concern assumption were not appropriate for 
these consolidated financial statements then adjustments would be necessary for the carrying value of assets and liabilities, 
the reported expenses and the statement of financial position classifications used. Such adjustments could be material. 
 
Several conditions exist that cast significant doubt about the ability of the Company to continue as a going concern. The 
Company does not have significant revenue to date and has incurred operating losses since inception. As at December 31, 
2017, the Company had a deficit which is being funded by debt and issuance of equity. Management anticipates that the 
Company will meet its obligations and maintain its operations to support its payments to creditors and realize profits from 
future business activities. The Company is dependent on its ability to raise further capital through equity financing to meet 
its commitments and fund its ongoing operations. 
  
As at December 31, 2017 and 2016, the Company reported the following: 
 

As at December 31, 2017 2016 

Net loss for the year $     7,231,885 $   3,127,217 

Working capital available/(deficiency) $     1,066,337 $    (298,731) 

Deficit $   10,482,108 $   3,250,223 
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2. BASIS OF PREPARATION 

 
Statement of Compliance 

 
The Company prepares its consolidated financial statements in accordance with International Financial Reporting 
Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”). 

 
These consolidated financial statements were approved by the Board of Directors and authorized for issue on April 23, 
2018. 

 
Basis of Measurement 
 
These consolidated financial statements have been prepared on a historical cost basis, except for certain financial 
instruments, which are stated at their fair values. 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, which is the Company’s and its subsidiaries’ 
functional currency. 
 

3. SIGNIFICANT ACCOUNTING POLICIES  
 

Critical Accounting Estimates and Judgments 
 
The preparation of these consolidated financial statements requires management to make estimates and judgments and 
to form assumptions that affect the reported amounts and other disclosures in these consolidated financial statements. 
The estimates and associated assumptions are based on historical experience and various other factors that are believed 
to be reasonable under the circumstances. The results of these assumptions form the basis of making the judgments about 
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ from 
these estimates under different assumptions and conditions. 
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Changes to accounting estimates are 
recognized in the period in which the estimate is revised and all future periods that are affected by the change in estimate. 
 
Critical Accounting Estimates 
 
Critical accounting estimates are estimates and assumptions made by management that may result in material adjustments 
to the carrying amounts of assets and liabilities within the next financial year. Critical accounting estimates include, but are 
not limited to, the following: 
 

• Intangible assets – useful life 
 
Following initial recognition, the Company carries the value of intangible assets at cost less accumulated 
amortization and any accumulated impairment losses. Amortization is recorded on the straight-line basis based 
upon management’s estimate of the useful life and residual value. The estimates are reviewed at least annually 
and are updated if expectations change as a result of the technical obsolescence or legal and other limits to use. 
A change in the useful life or residual value will impact the reported carrying value of the intangible assets resulting 
in a change in related amortization expense. 
 

• Property, equipment and furniture – useful lives 

 
The Company estimates the useful lives and selects methods used to allocate amortization amounts of property, 
equipment and furniture on a systematic basis. Technical obsolescence of the tangible assets could significantly 
impact estimated residual useful lives and in turn carrying values being over or understated. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Critical Accounting Estimates and Judgments (Continued) 
 

Critical Accounting Estimates (Continued) 
 

• Income tax 
 

The measurement of income taxes payable and deferred income tax assets and liabilities requires management 
to make estimates in the interpretation and application of the relevant tax laws. The actual amount of income 
taxes only becomes final upon filing and acceptance of the tax return by the relevant tax authorities, which occurs 
subsequent to the issuance of the consolidated financial statements. 

 

• Share-based compensation 
 
The fair value of stock options granted and compensatory warrants is measured using the Black-Scholes option 
pricing model. Measurement inputs include share price on measurement date, exercise price of the option, 
expected volatility, expected life of the options, expected dividends and the risk-free rate. The Company estimates 
volatility based on historical share price of comparable companies, excluding specific time frames in which 
volatility was affected by specific transactions that are not considered to be indicative of the entities’ expected 
share price volatility. The expected life of the options is based on historical experience and general option holder 
behavior. Dividends were not taken into consideration as the Company does not expect to pay dividends. 
Management also makes an estimate of the number of options that will forfeit and the rate is adjusted to reflect 
the actual number of options that actually vest. 
 

• Convertible debts 

 
The convertible debts were separated into their liability and equity components on the consolidated statements 
of financial position. The liability component is initially recognized at fair value, calculated at the net present value 
of the liability based upon non-convertible debt issued by comparable issuers and accounted for at amortized cost 
using the effective interest rate method. The effective interest rate used is the estimated rate for non-convertible 
debt with similar terms at the time of issue.   
 

• Fair value of consideration to acquire the Company 
 

The fair value of consideration to acquire Company comprised common shares, warrants and options. Common 
shares were valued on the date of issuance of the shares, and the warrants and options were valued using the 
Black-Scholes option pricing model. The Company applied IFRS 2 Share-based Payment in accounting for and 
assessing the Transaction. 
 

 Critical Accounting Judgments 
 

Critical accounting judgments are accounting policies that have been identified as being complex or involving subjective 
judgments or assessments. Critical accounting judgments include, but are not limited to, the following: 
 

• Intangible assets  
 
The application of the Company’s accounting policy for intangible asset expenditures requires judgment in 
determining whether it is likely that the future economic benefits will flow to the Company, which are based on 
assumptions about future events or circumstances. Estimates and assumptions may change if new information 
becomes available. If, after expenditures are capitalized, information becomes available suggesting that the 
recovery of expenditures is unlikely, the amount capitalized is written off to profit or loss in the period the new 
information becomes available. 
 
The Company assesses at each reporting date if the intangible assets have indicators of impairment. In 
determining whether the intangible assets are impaired, the Company assesses certain criteria, including 
observable decreases in value, significant changes with adverse effect on the entity, a change in market interest 
rates, evidence of technological obsolescence and future plans. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Critical Accounting Estimates and Judgments (Continued) 
 
 Critical Accounting Judgments (Continued) 

 
• Research and development expenditures 

 
Costs to develop products that will be sold are capitalized to the extent that the criteria for recognition as intangible 
assets in IAS 38 Intangible Assets are met. Those criteria require that the product is technically and economically 
feasible, which management assessed based on the attributes of the development project, perceived user needs, 
industry trends and expected future economic conditions. Management considers these factors in aggregate and 
applies significant judgment to determine whether the product is feasible. The Company has not capitalized any 
product development costs as at December 31, 2017 and 2016. 

 

• Going concern assumption  
 

The assessment of whether the going concern assumption is appropriate requires management to take into 
account all available information about the future, which is at least, but not limited to, twelve months from the end 
of the reporting period. The Company is aware that material uncertainties related to events or conditions may cast 
significant doubt upon the Company’s ability to continue as a going concern. 
 

• Determination of control in the Transaction  
 

The determination of the acquirer in the Transaction is subject to judgment and requires the Company to 
determine which party obtains control of the combining entities. Management applies judgment in determining 
control by assessing the following three factors: whether the Company has power over 0962; whether the 
Company has exposure or rights to variable returns from its involvement with 0962; and whether the Company 
has the ability to use its powers over 0962 to affect the amount of its returns. In exercising this judgment, 
management reviewed the representation on the Board of Directors and key management personnel, the party 
that initiated the transaction, and each of the entities’ activities. 0962 was deemed to be the acquirer in the 
Transaction. 
 
The assessment of whether an acquisition constitutes a business is also subject to judgment and requires the 
Company to review whether the acquired entity contains all three elements of a business, including inputs, 
processes and the ability to create output. The Transaction was accounted for as a reverse acquisition and the 
difference between the fair value of net assets acquired and the consideration paid was recorded as a listing cost 
(Note 4). 
 

Principles of Consolidation 
 
These consolidated financial statements include the accounts of the Company and its wholly owned subsidiary, 0962. 
Subsidiaries are consolidated from the date of acquisition being the date that the Company obtains control. A subsidiary 
is an entity in which the Company has control, where control requires exposure or rights to variable returns and the ability 
to affect those returns through power over the investees. All intercompany transactions and balances have been eliminated 
on consolidation. Effective July 31 ,2017, the Company and 0962 amalgamated. As a result of the Transaction described 
in note 4, the accounting acquirer is deemed to be 0962. 

 
Financial Instruments 
 
The Company classifies its financial instruments in the following categories: fair value through profit or loss (“FVTPL”), 
loans and receivables, held-to-maturity investments, available-for-sale and other financial liabilities. The classification 
depends on the purpose for which the financial instruments were acquired. Management determines the classification of 
its financial instruments at initial recognition. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Financial Instruments (Continued) 

 
Financial assets 
 
Financial assets are classified at FVTPL when they are either held-for-trading for the purpose of short-term profit-taking, 
derivatives not held for hedging purposes, or when they are designated as such to avoid an accounting mismatch or to 
enable performance evaluation where a group of financial assets is managed by key management personnel on a fair 
value basis in accordance with a documented risk management or investment strategy. Such assets are subsequently 
measured at fair value with changes in carrying value being included in profit or loss. 
 
Loans and receivables are non-derivative financial assets resulting from the delivery of cash or other assets by a lender 
to a borrower in return for a promise to repay on a specified date or dates, or on demand. They are initially recognized at 
fair value plus transaction costs that are directly attributable to their acquisition or issue and subsequently carried at 
amortized cost using the effective interest rate method, less any impairment losses. Amortized cost is calculated taking 
into account any discount or premium on acquisition and includes fees that are an integral part of the effective interest rate 
and transactions costs. Gains or losses are recognized in profit or loss when the loans and receivables are derecognized 
or impaired, as well as through the amortization process. 
 

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed maturities 
that the Company’s management has the positive intention and ability to hold to maturity. These assets are measured at 
amortized cost using the effective interest method. If there is objective evidence that the investment is impaired, determined 
by reference to external credit ratings and other relevant indicators, the financial asset is measured at the present value of 
estimated future cash flows. Any changes to the carrying amount of the investment, including impairment losses, are 
recognized in profit or loss. 
 

Available-for-sale financial assets are non-derivative financial assets that are designated as available for sale or are not 
suitable to be classified as financial assets at FVTPL, loans and receivables or held-to-maturity investments. These are 
included in non-current assets if it is management’s intent to hold the instrument for a period in excess of twelve months. 
They are carried at fair value with changes in fair value recognized in other comprehensive income as a component of 
equity. Where a decline in the fair value of an available-for-sale financial asset constitutes objective evidence of impairment, 
the amount of the loss is removed from equity and recognized in profit or loss. 
 

At each reporting date, the Company assesses whether there is objective evidence that a financial instrument has been 
impaired. 
 

Financial liabilities 
 

Financial liabilities are classified as other financial liabilities, based on the purpose for which the liability was incurred. 
These liabilities are initially recognized at fair value, net of any transaction costs directly attributable to the issuance of the 
instrument, and subsequently carried at amortized cost using the effective interest rate method. This ensures that any 
interest expense over the period to repayment is at a constant rate on the balance of the liability carried in the consolidated 
statement of financial position. Interest expense in this context includes initial transaction costs and premiums payable on 
redemption, as well as any interest or coupon payable while the liability is outstanding. 
 

Transaction costs directly attributable to the acquisition or issue of a financial asset or liability not measured at FVTPL are 
added to the carrying amount of the financial asset or financial liability and are amortized to operations using the effective 
interest rate method. 
 

As at December 31, 2017, the Company’s financial instruments are comprised of cash, accounts receivable, callable debt, 
convertible debt, accounts payable and accrued liabilities. Cash is classified as FVTPL; accounts receivable is classified 
as loans and receivables; and callable debt, convertible debt, accounts payable and accrued liabilities are classified as 
other financial liabilities. 

 

The Company classifies and discloses fair value measurements based on a three-level hierarchy: 

• Level 1 – inputs are unadjusted quoted prices in active markets for identical assets or liabilities; 

• Level 2 – inputs other than quoted prices in Level 1 that are observable for the asset or liability, either directly or 
indirectly; and 

• Level 3 – inputs for the asset or liability are not based on observable market data. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Compound Financial Instruments 
 
Compound financial instruments issued by the Company comprise convertible debt in Canadian dollars that can be 
converted to common shares at the option of the holder, when the number of shares to be issued is fixed and does not 
vary with changes in fair value. 
 
The liability component of compound financial instruments is initially recognized at the fair value of a similar liability that 
does not have a conversion option. The conversion component is initially recognized at the difference between fair value 
of the compound financial instrument as a whole and the fair value of the liability component. Any directly attributable 
transaction costs are allocated to the liability and conversion components in proportion to their initial carrying amounts. 
Subsequent to initial recognition, the liability component of a compound financial instrument is measured at amortized cost 
using the discounted cash flows. Interest related to the financial liability is recognized in profit or loss. On conversion, the 
financial liability is reclassified to equity and no gain or loss is recognized. 
 
Property, Equipment and Furniture 
 
Property, equipment and furniture is recorded at cost less accumulated amortization and accumulated impairment losses. 
Amortization is recorded using the declining-balance method, other than leasehold improvements, and is intended to 
amortize the cost of the assets over their estimated useful lives. 
 

Computer equipment 
Computer software 

 
55% 
40% 

Office equipment  20% 
Leasehold improvements  Over lease period 
   

Any additions for equipment are amortized during the year on a prorated basis. Amortization methods, useful lives and 
residual values are reviewed at each reporting date and adjusted if appropriate. 
 
Intangible Assets 
 
Recognition and measurement 
 
Intangible assets include licenses and trademarks acquired by the Company and have finite useful lives and are measured 
at cost less accumulated amortization and any accumulated impairment losses. 
 
Subsequent expenditure 
 
Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the specific asset 
to which it relates. All other expenditures are recognized in the consolidated statements of operations and comprehensive 
loss as incurred. 

 
Amortization 
 
Amortization is recorded using the straight-line method and is intended to amortize the cost of the assets over their 
estimated useful lives. The estimated useful life of the Company’s trademarks is 15 years. 
 
Amortization methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate. 
 
Inventory 
 
Inventories comprises of CellB9 held for resale and is measured at the lower of cost and net realizable value. The cost of 
inventories is based on the weighted average value. Inventories are written down to net realizable value when the cost of 
inventories is estimated to be greater than the anticipated selling price less costs to sell. 
 



PreveCeutical Medical Inc. 
(Formerly Carrara Exploration Corp.) 
Notes to the Consolidated Financial Statements 
For the years ended December 31, 2017 and 2016 
Expressed in Canadian Dollars 

 

11 

3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Research and Development 
 
The Company incurs costs on activities that relate to research and development of new products. Research and 
development costs are expensed, except in cases where development costs meet certain identifiable criteria for deferral, 
including technical feasibility. Development costs are capitalized only if the expenditures can be measured reliably, the 
product or process is technically and commercially feasible, future economic benefits are probable, and the Company 
intends to, and has sufficient resources to, complete development and to use or sell the asset. Deferred development costs 
are amortized over the life of related commercial production, or in the case of serviceable property and equipment, are 
included in the appropriate property group and are depreciated over its estimated useful life. As at December 31, 2017, 
the Company has not capitalized any research and development costs. 
 
Impairment of Non-Financial Assets 
 
At the end of each reporting period, the Company reviews the carrying amounts of long-lived assets to determine whether 
there is an indication that those assets have suffered an impairment. If any such indication exists, the recoverable amount 
of the asset is estimated in order to determine the extent of the impairment charge (if any). 
 
The recoverable amount used for this purpose is the higher of the fair value less costs to sell and value in use. In assessing 
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the asset. 
 
If the recoverable amount of an asset is estimated to be less than its recorded amount, the recorded amount of the asset 
is reduced to its recoverable amount. An impairment charge is recognized immediately in the statements of operations and 
comprehensive loss, unless the relevant asset is carried at a revalued amount, in which case the impairment loss is treated 
as a revaluation decrease. 
 
Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate of 
its recoverable amount, to a maximum amount equal to the carrying amount that would have been determined had no 
impairment loss been recognized for the asset in prior years. 
 
Share Capital 

 
Incremental costs directly attributed to the issuance of common shares are shown in equity as a reduction, net of tax, of 
the proceeds received on issue. Shares issued for non-monetary consideration are valued based on the fair value of the 
goods or services received unless the fair value of the shares are a more reliable measure. 
 
Share-based Compensation 
 
The Company has a stock option plan, described in Note 11, which grants stock options to the Company’s 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 the options is measured at grant date, using the Black-Scholes option pricing model and is recognized 
over the vesting period. For directors and employees, the fair value of the options is measured at the date of grant. Share-
based payments to non-employees are measured at the fair value of the goods or services received or the fair value of the 
equity instruments issued if it is determined the fair value of the goods or services cannot be reliably measured and are 
recorded at the date the goods or services are received. The offset to the recorded cost is to share-based compensation 
reserve. Consideration received on the exercise of stock options is recorded as share capital and the recorded amount to 
share-based compensation reserve is transferred to share capital. The number of shares and options expected to vest is 
reviewed and adjusted at the end of each reporting period such that the amount recognized for services received as 
consideration for the equity instruments granted shall be based on the number of equity instruments that eventually vest. 
 
Where the terms and conditions of options are modified, the increase in the fair value of the options, measured immediately 
before and after the modification, is charged to profit or loss. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Revenue  
 
Revenue is derived primarily from the sales of its product CellB9. 
 
Revenue for product sales is recognized when the significant risks and rewards of ownership have been transferred to the 
customer, which generally occurs on delivery to the customer, recovery of the consideration is probable, the associated 
costs and possible return of goods can be estimated reliably, there is no continuing management involvement in the 
product, and the amount of revenue can be measured reliably. Revenue is measured net of returns, trade discounts and 
volume rebates.  
 
Foreign Exchange 
 
Functional currency 
 
Items included in the consolidated financial statements are measured using the currency of the primary economic 
environment in which the entity operates (the “functional currency”), which has been determined to be the Canadian dollar. 
The functional currency of the entity’s subsidiary is the Canadian dollar. 
 
Foreign currency transaction and balances 
 
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates 
of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated 
into the functional currency at the exchange rate at that date. Foreign exchange gains and losses resulting from the 
settlement of such transactions and from the translation of period-end exchange rates of monetary assets and liabilities 
denominated in foreign currencies are recognized in profit or loss.  

 
Income Taxes 
 
The provision for income taxes consists of current and deferred tax expense and is recorded in operations. Current tax 
expense is the expected tax payable on the taxable income for the year, using tax rates enacted at the end of the period, 
adjusted for amendments to tax payable for previous years. 
 
Deferred tax assets and liabilities are computed using the asset and liability method on temporary differences between the 
carrying amounts of assets and liabilities on the consolidated statements of financial position and their corresponding tax 
values, using the enacted or substantively enacted income tax rates at each statement of financial position date. Deferred 
tax assets also result from unused losses, tax credits and other deductions carried forward. The valuation of deferred tax 
assets is reviewed on a regular basis and adjusted to the extent that it is not probable that sufficient taxable profit will be 
available to allow all or part of the deferred income tax asset to be utilized. 

 
Loss per Share 
 
The Company presents the basic and diluted loss per share data for its common shares, calculated by dividing the loss 
attributable to common shareholders of the Company by the weighted average number of common shares outstanding 
during the period. Diluted loss per share is determined by adjusting the loss attributable to common shareholders and the 
weighted average number of common shares outstanding for the effects of all dilutive potential common shares.  
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Recent Accounting Pronouncements 
 
Standards and interpretations issued but not yet effective up to the date of issuance of the Company’s consolidated 
financial statements are listed below and include only those which the Company reasonably expects may be applicable to 
the Company at a future date. The Company intends to adopt these standards and interpretations when they become 
effective and is currently assessing their impact on the consolidated financial statements.  
 
IFRS 9 Financial Instruments 
 
IFRS 9 will replace IAS 39 Financial Instruments: Recognition and Measurement and IFRIC 9 Reassessment of Embedded 
Derivatives. The final version of this new standard supersedes the requirements of earlier versions of IFRS 9.  
 
The main features introduced by this new standard compared with predecessor IFRS are as follows: 
 

• Classification and measurement of financial assets: 
 
Debt instruments are classified and measured on the basis of the entity's business model for managing the asset 
and its contractual cash flow characteristics as either: “amortized cost”, “fair value through other comprehensive 
income”, or “fair value through profit or loss” (default). Equity instruments are classified and measured as “fair 
value through profit or loss” unless upon initial recognition elected to be classified as “fair value through other 
comprehensive income”.  

 

• Classification and measurement of financial liabilities: 
 
When an entity elects to measure a financial liability at fair value, gains or losses due to changes in the entity’s 
own credit risk is recognized in other comprehensive income (as opposed to previously profit or loss). This change 
may be adopted early in isolation of the remainder of IFRS 9.  
 

• Impairment of financial assets: 
 
An expected credit loss impairment model replaced the incurred loss model and is applied to financial assets at 
“amortized cost” or “fair value through other comprehensive income”, lease receivables, contract assets or loan 
commitments and financial guarantee contracts. An entity recognizes twelve-month expected credit losses if the 
credit risk of a financial instrument has not increased significantly since initial recognition and lifetime expected 
credit losses otherwise. 
 

• Hedge accounting: 
 
Hedge accounting remains a choice, however, is now available for a broader range of hedging strategies. 
Voluntary termination of a hedging relationship is no longer permitted. Effectiveness testing now needs to be 
performed prospectively only. Entities may elect to continue applying IAS 39 hedge accounting on adoption of 
IFRS 9 (until the IASB has completed its separate project on the accounting for open portfolios and macro 
hedging). 
 

The final version of this new standard is effective for the Company's annual period beginning January 1, 2018. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Recent Accounting Pronouncements (Continued) 
 
IFRS 15 Revenue from Contracts with Customers 
 
This new standard establishes a comprehensive framework for the recognition, measurement and disclosure of revenue 
replacing IAS 11 Construction Contracts, IAS 18 Revenue, IFRIC 13 Customer Loyalty Programmes, IFRIC 15 Agreements 
for the Construction of Real Estate, IFRIC 18 Transfers of Assets from Customers and SIC-31 Revenue — Barter 
Transactions Involving Advertising Services.  
 
The main features introduced by this new standard compared with predecessor IFRS are as follows: 
 

• Revenue is recognized based on a five-step model: 
1. Identify the contract with customer; 
2. Identify the performance obligations; 
3. Determine the transaction price; 
4. Allocate the transaction price to the performance obligations; and 
5. Recognize revenue when (or as) the performance obligations are satisfied. 

 

• New disclosure requirements on information about the nature, amount, timing and uncertainty of revenue and 
cash flows from contracts with customers. 
 

The final version of this new standard is effective for the Company's annual period beginning January 1, 2018. 
 
IFRS 16 Leases 
 
This new standard sets out the principles for the recognition, measurement, presentation and disclosure of leases for both 
the lessee and the lessor. The new standard introduces a single lessee accounting model that requires the recognition of 
all assets and liabilities arising from a lease. 
 
The main features of the new standard are as follows: 

 

• An entity identifies as a lease a contract that conveys the right to control the use of an identified asset for a period 
of time in exchange for consideration. 
 

• A lessee recognizes an asset representing the right to use the leased asset, and a liability for its obligation to 
make lease payments. Exceptions are permitted for short-term leases and leases of low-value assets. 

 

• A lease asset is initially measured at cost, and is then depreciated similarly to property, plant and equipment. A 
lease liability is initially measured at the present value of the unpaid lease payments. 

 

• A lessee presents interest expense on a lease liability separately from depreciation of a lease asset in the 
statement of profit or loss and other comprehensive income. 

 

• A lessor continues to classify its leases as operating leases or finance leases, and to account for them accordingly. 
 

• A lessor provides enhanced disclosures about its risk exposure, particularly exposure to residual-value risk. 
 

The new standard supersedes the requirements in IAS 17 Leases, IFRIC 4 Determining Whether an Arrangement Contains 
a Lease, SIC-15 Operating Leases – Incentives and SIC-27 Evaluating the Substance of Transactions Involving the Legal 
Form of a Lease. 
 
The new standard is effective for the Company's annual period beginning January 1, 2019. 
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4. REVERSE TAKEOVER TRANSACTION 
 
On March 21, 2017, the Company and 0962 entered into the Agreement and the Transaction was effective on June 30, 
2017. Pursuant to the terms of the Transaction, 0962 became a wholly owned subsidiary of the Company by way of a 
"three-cornered amalgamation" with 1110607 B.C. Ltd., a wholly owned subsidiary of the Company. Prior to the 
Transaction, the Company consolidated all of its issued and outstanding common shares on the basis of one (1) post-
consolidation share for every three (3) pre-consolidation shares and changed its name to "PreveCeutical Medical Inc.". 
 
Following the Transaction, all of the issued and outstanding shares of 0962 were cancelled and the Company issued an 
equal number of shares to the former shareholders of 0962, resulting in a reverse takeover of the Company by 0962. As 
at June 30, 2017, the former shareholders of 0962 held 83% of the issued and outstanding common shares in the capital 
of the Company. 
 
The transaction was considered a reverse takeover since the legal acquiree is the accounting acquirer and its former 
shareholders end up controlling the consolidated entity after the completion of this transaction. Consequently, the historical 
results of operations are those of 0962. 
 
At the time of the Transaction, the Company’s assets consisted primarily of cash, and it did not have any processes capable 
of generating outputs; therefore, the Company did not meet the definition of a business. Accordingly, as the Company did 
not qualify as a business in accordance with IFRS 3 Business Combinations, the Transaction did not constitute a business 
combination; however, by analogy it has been accounted for as a reverse takeover. Therefore, 0962, the legal subsidiary, 
has been treated as the accounting parent company, and the Company, the legal parent, has been treated as the 
accounting subsidiary in these consolidated financial statements. As 0962 was deemed to be the acquirer for accounting 
purposes, its assets, liabilities and operations since incorporation are included in these consolidated financial statements 
at their historical carrying values.  
 
 The following summarizes the reverse takeover, the purchase consideration, and the assets acquired and the liabilities 
assumed on June 30, 2017, the Transaction date: 
 

Net assets acquired:   
Cash $ 1,828,031 

GST receivable 6,921 

Prepaid 402 

Accounts payable and accrued liabilities - 

Net assets assumed $ 1,835,354 

   
Consideration:   
Common shares issued $ 4,133,433 

Stock options granted  142,049  

Broker warrants issued  39,684  

Legal and other transaction costs  105,390 

 $ 4,420,556 

 
The fair value of the 8,266,867 common shares issued amounted to $4,133,433, based on the concurrent financing value 
of the Company’s common shares at the time of the Transaction of $0.50 per share. The fair values of the 399,568 stock 
options and 124,566 broker warrants were determined using the Black-Scholes option pricing model with the following 
weighted average assumptions: exercise price - $0.30, expected life – 2.96 years, volatility – 114%, risk-free rate – 1.21%, 
and dividend yield – 0%. 
 
As the acquisition was not considered a business combination, the excess value of consideration paid over the net assets 
acquired are expensed as a listing cost in the consolidated statements of operations and comprehensive loss: 

 

Consideration paid   $     4,420,556 

Net tangible assets acquired   (1,835,354) 

   $     2,585,202 
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5. PREPAID AND DEPOSITS 

  2017 2016 

Current   

     Advance to UniQuest for projects $385,907 $           - 

     Other prepaids and deposits 165,470 16,652 

     R&D supply deposit – short-term 579,302 - 

 1,130,679 16,652 

     Advance to UniQuest for equipment 483,210  

     Office deposit 27,364 - 

     R&D supply deposit – long-term 541,927 - 

  $2,183,180 $16,652 

 
During the year ended December 31, 2017, the Company entered into three research and development contracts with 
UniQuest Pty Limited (“UniQuest”). Payments made to UniQuest have been recorded as a prepayment and amounts for 
work completed is expensed to research and development (“R&D”).  
 
During the year ended December 31, 2017, the Company entered into a R&D supply agreement effective September 18, 
2017 with a licensed producer of medical cannabis (“Supplier”). In exchange for 2,564,103 options, the Supplier will supply 
samples of cannabis-derived products and ingredient information for use by the Company in its R&D program. Each option 
is exercisable to one common share of the Company at $0.78 per share for a period of 24 months from the grant date. The 
fair value of the stock options was determined using the Black-Scholes option pricing model with the following assumptions: 
exercise price - $0.78, expected life – 2 years, volatility – 107%, risk-free rate – 1.54%, and dividend yield – 0%. 
 

6. PROPERTY, EQUPMENT AND FURNITURE 
 

  
Computer 

Equipment 
Computer 
Software 

 Office 
Equipment 

Leasehold 
Improvements 

 Total  

COST $ $ $ $ $ 

Balance, December 31, 2015 - - - - - 

Additions - 1,683 1,468 - 3,151 

Balance, December 31, 2016 - 1,683 1,468 - 3,151 

Additions 34,519 13,857 34,753 82,943 166,072 

Balance, December 31, 2017 34,519 15,540 36,221 82,943 169,223 

            

ACCUMULATED AMORTIZATION      

Balance, December 31, 2015 - - - - - 

Amortization - 334 147 - 481 

Balance, December 31, 2016 - 334 147 - 481 

Amortization 9,493 1,925 3,740 4,147 19,305 

Balance, December 31, 2017 9,493 2,259 3,887 4,147 19,786 

            

Net book value, December 31, 2016 - 1,349 1,321 - 2,670 

Net book value, December 31, 2017 25,026 13,281 32,334 78,796 149,437 
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7. INTANGIBLE ASSETS 

  Licenses Trademarks  Total  

COST $ $ $ 

Balance, December 31, 2015 - - - 

Additions 400,000 - 400,000 

Impairment (400,000) - (400,000) 

Balance, December 31, 2016 - - - 

Additions - 26,894 26,894 

Balance, December 31, 2017 - 26,894 26,894 

        

ACCUMULATED AMORTIZATION    

Balance, December 31, 2015 - - - 

Amortization - - - 

Balance, December 31, 2016 and 2017 - - - 

        

Net book value, December 31, 2016 - - - 

Net book value, December 31, 2017 - 26,894 26,894 

 
Trademark costs includes costs for registering and filing the Company’s trademarks, which included filing in Australia and 
Europe. 
 
During the year ended December 31, 2016, the Company acquired intangibles with indefinite useful life acquired from the 
purchase of Cornerstone Global Partners Inc. (“CGP”) property with an estimated fair value of $400,000. As at 
December 31, 2016, the Company determined that there were indicators of impairment and performed an impairment test 
on the licenses. The recoverable amount was estimated based on fair value less costs of disposal under the replacement 
cost methodology that relied on level 3 inputs. The carrying amounts exceeded the recoverable amounts, and accordingly, 
an impairment of $400,000 was recognized. 
 

8. SHORT-TERM DEBT 
 
Callable Debt - License Agreement Loan 
 
The Company entered into a loan agreement with CGP on February 6, 2016 for $105,000 to purchase the license 
agreement. The loan bears interest at 5% per annum, is unsecured and is due on demand. During the year ended 
December 31, 2016, the Company repaid $35,000. The loan, which matured February 1, 2017, was extended to 
February 1, 2018. As at December 31, 2017, the balance on the loan was $76,202 (2016 - $73,227) and $2,975 (2016 - 
$3,227) in interest expense was accrued during the year.  
 
Convertible debt – short term 
 
On March 28, 2016, the Company entered into a convertible debt agreement with an employee. The convertible debt is 
unsecured and bears simple interest at 5% per annum and is payable on a quarterly basis. The loan, which matured 
March 27, 2017, was extended to March 27, 2018. This debt is convertible into common shares in the capital of the 
Company at $0.10 per share. Interest of $700 (2016 - $525) has been accrued for the year ended December 31, 2017. 
Total accrued interest of $1,225 at December 31, 2017 is included in the convertible debt balance. A reconciliation of the 
convertible debt is as follows: 
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8. SHORT-TERM DEBT (Continued) 
 
Convertible debt – short term (Continued) 
 

Balance, December 31, 2015 $                            - 

Issuance of convertible debt 14,000 

Equity portion of convertible debt (3,232) 

Accrued and accreted interest 525 

Balance, December 31, 2016                  11,293 

Accreted interest 203 

Interest expense 700 

Balance, December 31, 2017 $                  12,196 

 
9. LONG-TERM DEBT 

 
Convertible debts – long term 
 
The Company has entered into two revolving line of credit facility agreements with two officers and directors (the “Lenders”). 
Both bear simple interest of 5% per annum and are convertible into common shares in the capital of the Company. 
 
The first credit facility agreement was entered into on December 9, 2016 in the principal amount of $1,000,000. The 
agreement was amended March 31, 2017, wherein the principal amount was increased by $1,000,000 to a total of 
$2,000,000. Under the terms of the agreement and waiver (the “Waiver”) dated September 30, 2017, the amount of any 
outstanding principal and accrued interest thereon under the credit facility is convertible, after October 28, 2017, into 
common shares of the Company at the price of $0.50 per share. As at December 31, 2017, the Company has drawn the 
full $2,000,000 under the facility agreement and has accrued interest of $79,949.  
 
The second facility was entered into on May 9, 2017 for a maximum of $1,000,000. Under the terms of the agreement and 
the Waiver, the amount of any outstanding principal and accrued interest thereon under the credit facility is convertible 
after October 28, 2017 into units, each consisting of one common share of the Company and one common share purchase 
warrant at a price of $0.50 per unit. Each common share purchase warrant entitles the holder to purchase one common 
share of the Company at the price of $1.00 for a period of 24 months after the issuance of the units, subject to acceleration. 
As at December 31, 2017, $900,500 was drawn on the facility and has accrued interest to December 31, 2017 of $15,283.  
 
The first and second credit facilities are due on demand; however, by signing the Waiver, the Lenders waive the right to 
demand on the funds until January 31, 2019. 
 
The Company bifurcated the notes into their components using a discounted cash flow model with an estimated fair value 
interest rate of 15.5% to estimate the fair value of the liability component with the remaining balance representing the 
equity component. A reconciliation of the convertible debts is as follows: 
 

Balance, December 31, 2015 and 2016 $                                - 

Issuance of convertible debt 2,900,500 

Equity portion of convertible debt (512,657) 

Accreted interest 156,434 

Interest expense 95,232 

Balance, December 31, 2017 $                  2,639,509 
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10. SHARE CAPITAL 
 
Authorized 

 
The Company is authorized to issue an unlimited number of common Class “A” voting shares without par value. 
 
Escrow shares 
 
On June 30, 2017, and in connection with the Transaction, the Company entered into an escrow agreement whereby 
certain shares, warrants, convertible debentures and stock options of the Company will be held in escrow.  
 
At December 31, 2017, there were 29,786,040 common shares, 3,405,000 stock options, 324,000 warrants and 
convertible debentures in the principal amount of $2,295,000 held in escrow. 
 
Issuance 
 
During the year ended December 31, 2017, the Company issued: 
 

• 8,266,867 in connection with the Transaction (Note 4);  

• 2,000 common shares fair valued at $926 for which proceeds were received in fiscal 2016; 

• 140,285 common shares for services fair valued at $76,348; and 

• 67,943 common shares for warrants and options exercised for gross proceeds of $20,377. 

 
During the year ended December 31, 2016, the Company issued 23,627,408 common shares for gross proceeds of 
$1,664,232 and incurred $60,577 in share issuance costs. 
 

11. STOCK OPTIONS 
 

 Stock Option Plan 
 
Stock options to purchase common shares have been granted to directors, employees, contractors and consultants at 
exercise prices determined by reference to the market value on the date of the grant. The number of shares available for 
options to be granted under the Company’s rolling stock option plan is 10% of the number of shares outstanding (the 
“Plan”). Options granted under the Plan vest immediately or over a period of time at the discretion of the Board of Directors.  
 
Under the plan, the number of shares reserved for issuance to any one optionee will not exceed 5% of the then issued and 
outstanding shares. The options are non-assignable and non-transferable and will be exercisable up to 10 years from the 
date of grant. The minimum exercise price of an option granted under the Plan must not be less than the discounted market 
price, as such term is defined in the policies of the Canadian Securities Exchange (“CSE”) and other applicable regulatory 
authorities. 
 

The changes in stock options outstanding are as follows:   
   

 
Number of Stock 

Options 

Weighted  
Average  

Exercise Price 

Balance at December 31, 2015 - $          - 

  Granted 4,050,000 $    0.25 

  Cancelled (450,000) $    0.25 

Balance at December 31, 2016 3,600,000 $    0.25 

   Granted 1,169,568 $    0.55 

   Granted (Note 5) 2,564,103* $    0.78 

   Exercised (100) $    0.25 

Balance at December 31, 2017 7,333,571 $    0.48 

* The CSE approved the issuance of options outside of the Company’s option plan. 
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11.  STOCK OPTIONS (Continued) 

 
As at December 31, 2017, the Company had the following stock options outstanding and exercisable: 
 

 
Date of Expiry 

Number Outstanding and  
Exercisable 

Weighted Average 
Exercise Price 

Weighted Average 
Remaining Life in Years 

May 18, 2019 132,900 $    0.66 1.38 

August 29, 2019 220,000 $    0.81 1.66 

September 19, 2019 2,564,103 $    0.78 1.72 

September 19, 2019 100,000 $    0.50 1.72 

August 10, 2020 3,349,900 $    0.25 2.61 

August 31, 2020 250,000 $    0.25 2.66 

June 30, 2021 450,000 $    0.50 3.50 

September 7, 2021 266,668 $    0.30 3.69 

Total 7,333,571 $    0.48 2.33 

 
As at December 31, 2016, the Company had the following stock options outstanding and exercisable: 
 

 
Date of Expiry 

Number Outstanding and  
Exercisable 

Weighted Average 
Exercise Price 

Weighted Average 
Remaining Life in Years 

August 10, 2020 3,350,000 $    0.25 3.61 

August 31, 2020 250,000 $    0.25 3.66 

Total 3,600,000 $    0.25 3.61 

 
When the Company issues stock options, it records a share-based compensation in the year or period which the options 
are granted and/or vested. The expense is estimated using the following assumptions. Due to the lack of historical pricing 
information for the Company, the expected volatility is based on an average of historical prices of a comparable group of 
companies within the same industry. The risk-free interest rate is based on yield curves on Canadian government zero-
coupon bonds with a remaining term equal to the expected life of the stock options. The Company used historical data to 
estimate option exercise, forfeiture and employee termination within the valuation model. The Company has not paid and 
does not anticipate paying dividends on its common shares. Companies are required to utilize an estimated forfeiture rate 
when calculating the expense for the reporting period. Based on the best estimate, management applied the estimated 
forfeiture rate of 0% in determining the share-based compensation recorded in the accompanying consolidated statements 
of operations and comprehensive loss. 
 
The Company used the Black-Scholes option pricing model to determine the fair value of the options granted with the 
following weighted average assumption:   

 

 2017 2016 

Risk-free interest rate 1.46% 1% 

Expected dividend yield 0.00% 0.00% 

Expected stock price volatility 110% 50% 

Expected option life in years 2.39 2.0 

Forfeiture rate 0.00% 0.00% 

 
Option pricing models require the input of highly subjective assumptions, including the expected price volatility. Changes in 
these input assumptions can materially affect the fair value estimate. During the year ended December 31, 2017, the 
Company recorded $315,301 (2016 - $1,186,975) in relation to the vesting of the stock options. 
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12. WARRANTS 
 

The changes in warrants outstanding are as follows:   

   

 
Number of 

Warrants 

Weighted  
Average  

Exercise Price 

Balance at December 31, 2015 and 2016 - $          - 

   Issued 8,595,766 $    0.74 

   Exercised (67,843) $    0.30 

Balance at December 31, 2017 8,527,923 $     0.75 

 
As at December 31, 2017, the Company had the following warrants outstanding and exercisable: 
 

 
 
 
Date of Expiry 

Number 
Outstanding Exercisable 

Weighted Average 
Exercise Price 

Weighted Average 
Remaining Life in Years 

June 30, 2018 4,271,200 4,271,200 $    1.00 0.50 

December 21, 2018 56,723 53,723 $    0.30 0.97 

July 12, 2022 4,200,000 1,400,000 $    0.50 4.53 

Total 8,527,923 5,724,923 $    0.75 2.49 

 
During the year ended December 31, 2017, in connection with the Transaction (Note 4), the Company issued: 

 

• 4,271,200 share purchase warrants entitling the holders thereof to purchase one common share of the Company at a 
price of $1.00 until June 30, 2018; and 
 

• 124,566 broker warrants with a fair value of $39,684, entitling the holders thereof to purchase one common share of 
the Company at a price of $0.30 until December 21, 2018. 

 
On July 12, 2017, 4,200,000 performance warrants were issued at an exercise price of $0.50 per warrant with the expiry 
date of July 12, 2022 to certain consultants, officer and other persons. The performance warrants will vest as follows: 
 

• One third on the issue date; 

• One third on the date of filing of a patent application in Canada, Australia or the United States by the Company for 
any of its technologies, including synthetic scorpion venom, gene therapy for obesity and diabetes or sol-gel 
delivery platform; and 

• One third on the date of the filing of an additional patent application in Canada, Australia or the United States by 
the Company for any of its technologies, including synthetic scorpion venom, gene therapy for obesity and diabetes 
or sol-gel delivery platform. 

 
During the year ended December 31, 2017, the Company recorded $918,802 in share-based compensation in relation to 
the vesting of the warrants. The Company used the Black-Scholes option pricing model to determine the fair value of the 
warrants issued with the following weighted average assumptions:   

 

 2017 2016 

Risk-free interest rate 1.79% N/A 

Expected dividend yield 0.00% N/A 

Expected stock price volatility 120% N/A 

Expected option life in years 4.44 N/A 

Forfeiture rate 0.00% N/A 
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13. RELATED PARTIES 
 

Key Management Compensation 
 
The Company’s key management consist of the following executive officers and directors: 
 

Name Position Nature of transaction 

Stephen Van Deventer   CEO and Chairman Management Services 

Kimberly Van Deventer  Director, President Management Services 

Shabira Rajan  CFO and Controller Management Services 

Harendra Parekh Chief Research Officer Management Services 

Makarand Jawadekar Director, Chief Scientific Officer Management Services 

Brian Harris (resigned October 2017) Director, VP Corporate Development Management Services 

 
The remuneration of key management is set out below in aggregate for each of the categories specified in IAS 24 Related 
Party Disclosures. 

 

   2017   2016 

     

Salaries and wages $ 410,863 $ 324,000 

Management consulting  285,025  194,000 

  $ 695,888 $ 518,000 

 
Related Party Transactions 
 
Other related transactions for the years ended December 31, 2017 and 2016 included stock options, incentive warrants, 
rental payment, and interest. 
 
Except as disclosed elsewhere in the consolidated financial statements, related party transactions for the years ended 
December 31, 2017 and 2016 are as follows. 
 

   2017   2016 

Transactions with company owned by key management personnel 
 

Rent $ 10,000 $ 24,000 

Interest payable accrued on loan   2,975  3,227 

Royalty  563  1,001 

  $ 13,538 $ 28,228 

 
Accrued loan interest payable to certain officers 
and directors of the Company $ 95,232 $ - 

 
Stock options and warrants issued to certain 
officer and directors $ 211,000 $ 646,075 
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13. RELATED PARTIES (Continued) 
 
Related Party Payable 
 
As at December 31, 2017, $54,962 (2016 - $69,376) is payable to related parties for services incurred and reimbursement 
of expenses and recorded in accounts payable and accrued liabilities.  
 

14. SUPPLEMENTAL CASH FLOW INFORMATION 
 

  2017  2016 

Interest expense $        98,907 $      3,831 

Interest paid $                  - $              - 

Options issued included in prepaid and deposits $   1,121,229 $              - 
Shares issued included in accounts payable in prior 

years $             926 $              - 

Shares issued for services $        76,348 $              - 

Shares issued on reverse takeover $   4,133,433 $              - 

 
15. MANAGEMENT OF CAPITAL  

 
The Company manages its shareholders’ deficiency as capital. The Company’s objective when managing capital is to 
safeguard the Company’s ability to continue as a going concern in order to pursue the development of its assets and to 
maintain a flexible capital structure which optimizes the cost of capital at an acceptable risk.  
 
The Company manages the capital structure and makes adjustments to it in light of changes in economic conditions and 
the risk characteristics of the underlying assets. To maintain or adjust the capital structure, the Company may attempt to 
issue new shares, issue debt or acquire or dispose of assets. 
 
In order to facilitate the management of its capital requirements, the Company prepares expenditure budgets that are 
updated as necessary depending on various factors, including successful capital deployment and general industry 
conditions. 
 
In order to maximize ongoing efforts, the Company does not pay out dividends. The Company’s investment policy is to 
keep its cash treasury invested in demand certificates of deposit with major financial institutions. 
 
There has been no change to the Company’s approach to capital management during the year ended December 31, 2017. 
The Company is not subject to externally imposed capital requirements. 
 

16. INCOME TAXES  

 
The income tax provision recorded differs from the income tax obtained by applying the statutory income tax rate of 26.00% 
(2016 – 26.00%) to the income for the year and is reconciled as follows: 
 

  2017  2016 

   

Loss before income taxes $      (7,328,883) $     (3,127,217) 

Canadian statutory income tax rate 26% 26% 

   

Expected income tax recovery (1,905,510) (813,076) 

Items not deductible for income tax purposes (293,495) 452,502 

Effect of change in future tax rates (76,742) - 

Reversal of temporary differences 672,153 - 

Unused tax losses and tax offsets not recognized 1,506,596 360,574 

 $           (96,998) $                     - 
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16. INCOME TAXES (Continued)  
 

The Company recognizes tax benefits on losses or other deductible amounts where it is probable future taxable income 
for the recognition of deferred tax assets has been met. The Company carries convertible debt with an equity portion for 
accounting purposes which gives rise to temporary differences that result in deferred tax liabilities for which deferred tax 
assets can be recognized, consisting of the following: 
 

  2017  2016 

   

Deferred tax liability on equity component of debt $         (96,998) $                    - 

Deferred tax asset recognized to offset liability 96,998 - 

 $                     - $                    - 

 
Additionally, the Company’s unrecognized deductible temporary differences and unused tax losses for which no deferred 
tax asset is recognized consist of the following amounts: 
 

  2017  2016 

   

Non-capital losses carried forward $       7,420,447 $      1,506,757 
Excess of undepreciated capital cost over carrying 

value of fixed assets 19,786 481 

Share issuance costs 233,908 52,543 

 $       7,674,141 $      1,559,781 

 
Non-capital tax losses carried forward 
 
The Company has accumulated non-capital losses of $7,420,447 that may be deducted against taxable income in future 
years. The losses expire as follows: 
 

Year Amount 

2035 $         112,380 

2036 1,394,377 

2037 5,913,690 

    $      7,420,447 

17. FINANCIAL INSTRUMENTS 

The Company’s financial instruments classified as level 1 in the fair value hierarchy are cash, accounts receivable, shares 
subscription receivable, bank indebtedness, callable debt, accounts payable and accrued liabilities and their carrying 
values approximate the fair values due to their short-term nature. The convertible debt is classified as level 3. 
 
The Company’s financial instruments are exposed to certain risks, including credit risk, interest rate risk, liquidity risk and 
other market risk. 
 
Credit Risk 
 
Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its contractual 
obligations. The Company’s cash is held through large Canadian financial institutions and shares subscription receivable 
is due from management. The Company considers its credit risk on cash and shares subscription receivable to be not 
significant and accounts receivable to be minimal.  
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17. FINANCIAL INSTRUMENTS (Continued) 

Interest Rate Risk 
 
Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to changes in 
market interest rates. The Company’s callable debt (Note 8) and convertible debts (Notes 8 and 9) currently provides for 
interest at 5% per annum.  
 
Liquidity Risk 
 
Liquidity risk is the risk that the Company will encounter difficulty in satisfying financial obligations as they become due. 
The Company manages its liquidity risk by forecasting cash flows from operations and anticipated investing and financing 
activities. The Company’s objective in managing liquidity risk is to maintain sufficient readily available reserves in order to 
meet its liquidity requirements.  
 
At December 31, 2017, the Company had working capital of $1,066,337 compared to working capital deficiency at 
December 31, 2016 of $298,731. This included cash of $104,478 (2016 – $nil) available to meet short-term business 
requirements and current liabilities of $304,491 (2016 - $503,244). The Company will require additional financing to meet 
its obligations (Note 20). The Company’s accounts payable and accrued liabilities have contractual maturities of less than 
30 days and are subject to normal trade terms. 
 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the Company as at 
December 31, 2017: 
 

  1 year  2 to 3 years  Total 

Accounts payable and 
accrued liabilities $ 198,485 $ - $ 198,485 

Callable debt (Note 8)  76,202  -  76,202 

Convertible debt – short term 
(Note 8)  15,225  -  15,225 

Government remittances 
payable  17,608  -  17,608 

Convertible debt – long term 
(Note 9)  -  3,185,442  3,185,442 

 $ 307,520 $ 3,185,442 $ 3,492,962 

 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the Company as at 
December 31, 2016: 
 

  1 year  2 to 3 years  Total 

Accounts payable and 
accrued liabilities $ 189,565 $ - $ 189,565 

Callable debt (Note 8)  73,227  -  73,227 

Convertible debt – short term 
(Note 8)  14,525  -  14,525 

Government remittances 
payable  182,123  -  182,123 

 $ 459,440 $ - $ 459,440 
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17. FINANCIAL INSTRUMENTS (Continued) 

Other Market Risk 
 
Other market risk that the Company is exposed to includes currency risk. Currency risk is the risk of loss due to fluctuation 
of foreign exchange rates and the effects of these fluctuations on foreign currency denominated monetary assets and 
liabilities. As at December 31, 2017, the Company’s currency risk on its foreign currency balances is not significant. The 
Company does not invest in derivatives to mitigate these risks. 

 

18. SEGMENTED INFORMATION 

The Company has one reportable segment being the licensing, branding and marketing nutraceutical and wellness 
products. Selected segmented financial information is as follows: 
 

     2017   2016 

      
Segmented information      
Product Sales      

Canada   $  4,976 $  18,726 
United States   6,208  9,363 
Other   11,050  2,965 

Total    $  22,234 
 

$  31,054 

 

The Company’s long-term assets are located in Canada.  
 

19. COMMITMENTS 

The Company entered into a lease agreement for office premises commencing May 1, 2017 with an initial five-year term 
and a five-year equipment lease commencing July 1, 2017. 
 
Payments committed for the next five years is as follows: 
 

Year Amount 

2018 $      166,784 

2019 168,064 

2020 168,704 

2021 168,704 

2022 56,988 

 $      729,244 
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20. EVENTS AFTER THE REPORTING DATE 
 
Subsequent to the year ended December 31, 2017,  
 
a) On January 26, 2018, the Company entered into an agreement with the CEO and President (collectively, the “Lender”) 

for $500,000 in the form of a convertible promissory note bearing interest at 5% per annum. The promissory note is 
due on demand. The principal amount and any accrued interest is convertible into common shares of the Company 
at the option of the Lender at $0.50 per share; 
 

b) On January 26, 2018, the Company granted 500,000 stock options to its consultant, Maher Khaled, expiring on 
January 26, 2020, at an exercise price of $0.50 per share; 
 

c) On January 30, 2018, the Company entered into a research and option agreement with UniQuest to develop non-
addictive analgesics for the treatment of pain, which may offer an alternative to addictive opioids; 
 

d) On March 1, 2018, the Company granted 100,000 stock options to its consultant, MI3 Communications Financieres 
Inc., expiring on February 28, 2019, at an exercise price of $0.40 per share; 
 

e) On March 12, 2018, the Company granted 100,000 stock options to its employee, Christopher Van Deventer, expiring 
on March 12, 2022, at an exercise price of $0.45 per share; 
 

f) On March 12, 2018, the Company incorporated a subsidiary, PreveCeutical (Australia) Pty Ltd. (“PreveCeutical 
(Australia)”) in Australia; 
 

g) On March 12, 2018 the Company’s subsidiary, PreveCeutical (Australia) entered into a consulting services contract 
with Delakh Services Pty Ltd. for the role of Chief Executive Officer; 
 

h) On March 19, 2018, 56,003 shares were issued to Susan Blond Group for services rendered; 
 

i) On March 28, 2018, the Company entered into a credit facility agreement with the President for $700,000. Under the 
terms of the agreement, the amount of any outstanding principal and accrued interest thereon under the credit facility 
is convertible into common shares of the Company at the option of the President at $0.50 per share. On April 13, 
2018, $70,000 was drawn on the facility, bearing 5% interest, and repayment is due March 28, 2019;  

 
j) Effective April 9, 2018, Kimberly Van Deventer resigned as a director and from her position of President; and 

 
k) On April 20, 2018, the convertible debts (Notes 9 and 20(d)) were amended, reducing the conversion price of $0.50 

per share to $0.30 per share. 
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NOTICE TO READER 
 
 

 
Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of 
the condensed consolidated interim financial statements, they must be accomplished by a notice indicating 
that the condensed consolidated interim financial statements have not been reviewed by an auditor. 
 
The accompanying unaudited condensed consolidated interim financial statements of PreveCeutical 
Medical Inc. (the “Company”) have been prepared by management and approved by the Audit Committee 
and Board of Directors (the "Board") of the Company.  They include appropriate accounting principles, 
judgment and estimates in accordance with International Financial Reporting Standards (“IFRS”) for 
unaudited condensed consolidated interim financial statements. 
 
The Company’s independent auditors have not performed a review of these unaudited condensed 
consolidated interim financial statements in accordance with the standards established by the Chartered 
Professional Accountants of Canada for a review of condensed consolidated interim financial statements 
by an entity’s auditors.  
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As at  March 31, 2020  December 31, 2019 

ASSETS     
Current     
 Cash $ 30,451  $ 28,480  
 Accounts receivable  90,828   95,574  

  Prepaid and deposits (Note 4)   6,566    164,193  

   127,845   288,247  
 Deposits (Note 4)  97,865   89,795  
 Property, equipment and furniture (Note 5)  93,984   98,729  
 Right-of-use asset (Note 6)  318,868   355,613  
 Intangible assets (Note 7)  24,475   25,254  

Total assets $ 663,037  $ 857,638  

LIABILITIES AND EQUITY     
Current liabilities     
 Accounts payable and accrued liabilities (Note 14) $ 682,010  $ 595,084  
 Lease liability - short term (Note 6)  146,979   146,979  
 Callable debt (Note 8 and 14)  330,885   325,100  

  Convertible debt - short term (Notes 9 and 14)   721,548    767,647  

   1,881,422   1,834,810  

Lease liability - long term (Note 6)  176,147   212,613  
Convertible debt - long term (Notes 10 and 14)  3,406,436   3,296,995  

Total liabilities   5,464,005    5,344,418  

SHAREHOLDERS' DEFICIENCY     
 Share capital (Note 11)  13,176,958   13,176,958  
 Equity portion of convertible debt (Notes 9 and 10)  2,051,650   2,051,650  
 Share-based compensation reserve  3,109,262   3,147,970  
 Reserves  792,635   719,923  
 Accumulated other comprehensive income  234,798   101,281  
 Deficit  (24,166,271)  (23,684,562) 

Total shareholders' deficiency   (4,800,968)   (4,486,780) 

Total liabilities and shareholders' deficiency $ 663,037  $ 857,638  
 
 
The accompanying notes are an integral part of these condensed consolidated interim financial statements. 
 
 
Approved on behalf of the Board of Directors 
 
“Stephen Van Deventer” Signed 
__ ________________________________   Director 
          
“Keith Anderson” Signed 
_ _________________________________   Director
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For the three months ended  March 31, 2020   March 31, 2019 
 

REVENUE AND MARGIN 

Product sales $ -  
 

$  3,031  
Cost of sales  -   763  

Gross profit   -    2,268  

EXPENSES     
Amortization (Notes 5, 6 and 7)  42,086   43,297  
Business development and investor relations  19,985   118,363  
Consulting fees (Note 14)  -   2,988  
Insurance  2,153   -  
Marketing and promotion  600   2,868  
Office and general  3,724   3,837  
Professional fees  55,190   81,048  
Rent, utilities, repair and maintenance (Note 14)  (16,946)  (15,588) 
Research and development (Notes 4 and 14)  147,456   696,358  
Salaries and wages (Note 14)  14,390   109,441  
Share-based compensation (Notes 12 and 13)  406   734  
Transfer agent and filing fees  10,710   10,281  
Travel and meals  -   3,014  
Vehicle expenses   -   2,315  

Total expenses   279,754    1,058,956  
 
LOSS FROM OPERATIONS  (279,754)  (1,056,688) 

Foreign exchange loss  (139,180)  (11,421) 
Accretion expense (Notes 9 and 10)  (84,698)  (68,374) 
Interest expense (Notes 6, 8, 9, 10 and 15)  (60,040)  (51,943) 
Option payments (Note 19)  42,850   0  

 
Loss before income tax recovery  (520,822)  (1,188,426) 

Income tax recovery  0    10,533  
Net Loss  (520,822)  (1,177,893) 
 
Item that may be reclassified subsequently to profit or 
loss     
       Foreign exchange gain (loss) on translating foreign    

operations  133,517    (683) 

Comprehensive loss $ (387,305) $  (1,178,576) 

Basic and Diluted Loss per common share $ (0.001) $ (0.003) 

Weighted average number of outstanding shares   396,448,905    393,805,794  
 
 
 
The accompanying notes are an integral part of these condensed consolidated interim financial statements. 
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 Number of shares  

 Share Capital 
Amount  

 Equity 
Component of 

convertible loan  

 Share-based 
Compensation 

Reserve   Reserves  

 Accumulated 
Other 

Comprehensive 
Income   Deficit   Total  

     $   $   $   $   $   $   $  

Balance at December 31, 2018              390,188,905  
           

12,903,473  
             

2,030,360  
             

4,235,701                  177,981  
                          

(26) 
          

(21,632,660) 
            

(2,285,171) 

Shares issued                  6,100,000                 305,000                            -                            -                             -                                -                             -                 305,000  

Convertible loan equity                                -                             -                   26,547                             -                             -                               -                            -                   26,547  

Shares issued costs                     160,000                 (21,024)                            -                     5,824                             -                               -                             -                (15,200) 

Debt modification                                -                             -                             -                             -                 101,786                               -                             -                 101,786  

Recognition of deferred tax liability                                -                             -                 (10,533)                            -                             -                               -                             -                 (10,533) 

Share based compensation                                -                             -                             -                        734  - - -                       734  

Fair value of expired options                                -                             -                             -               (146,473)                            -                               -                  46,473                             -  

Net loss and comprehensive loss for the period                                -                             -                             -                             -                             -                        (683)           (1,177,893)           (1,178,576) 

Balance at March 31, 2019              396,448,905  
           

13,187,449  
             

2,046,374  
             

4,095,786                  279,767  
                        

(709) 
          

(22,664,080) 
            

(3,055,413) 

Balance at December 31, 2019              396,448,905  
           

13,176,958  
             

2,051,650  
             

3,147,970                  719,923                    101,281  
          

(23,684,562) 
            

(4,486,780) 

Debt modification - - - -                   72,712  - -                  72,712  

Share-based compensation - - - 405 - - - 405 

Fair value of expired options - - -                (39,113) - -                  39,113  - 

Net loss and comprehensive loss for the period - - - - -                   133,517               (520,822)              (387,305) 

Balance as at March 31, 2020              396,448,905  
           

13,176,958  
             

2,051,650  
             

3,109,262                  792,635                    234,798  
          

(24,166,271) 
            

(4,800,968) 
 
 
 
The accompanying notes are an integral part of these condensed consolidated interim financial statements.
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Three months ended March 31,   2020   2019 
     

CASH FLOWS FROM OPERATING ACTIVITIES     

Net loss for the period $ (520,822) 
 

$  (1,177,893) 
Adjustments to net loss:     

Amortization - capital and intangible assets  5,341  6,967 
Amortization - right-of-use assets  36,745  36,330 
Share-based compensation  404  734 
Accretion expenses  84,698  68,374 
Accrued interest  55,191  47,706 
Income tax recovery   -   (10,533) 

  (338,443)  (1,028,315) 
Change in cash on working capital items:     

Accounts receivable  4,745  4,307 
Prepaid expenses and deposits  149,557  126,601 
Accounts payable and accrued liabilities  86,926  265,149 

Net cash used in operating activities   (97,215)   (632,258) 
 
CASH FLOWS FROM FINANCING ACTIVITIES     

Issue of common shares net of share issue costs  -  289,800 
Lease liability payments  (36,466)  (36,330) 
Proceeds from short-term debt  1,950  0 
Proceeds from convertible debt  -  380,000 

Net cash provided by financing activities   (34,516)   633,470 

Effect of change in foreign currency   133,702   (648) 
Change in cash, during the period  1,971  564 

Cash, beginning of the period  28,480  64,329 

Cash, end of the period $ 30,451 $ 64,893 
 
 
Supplemental Cash Flow Information (Note 15) 
 
 
The accompanying notes are an integral part of these condensed consolidated interim financial statements. 
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1. NATURE OF OPERATIONS AND GOING CONCERN 
 

PreveCeutical Medical Inc. (the “Company”) was incorporated on December 15, 2014, under the laws of British Columbia. 
The Company’s principal business activity is the development of innovative options for preventive and curative therapies 
utilizing organic and nature identical products. 
 
The Company is located at 1177 West Hastings Street, Suite 2200, Vancouver, British Columbia, V6E 2K3, Canada and 
its registered office is at 1040 West Georgia Street, Suite 1170, Vancouver, British Columbia V6E 4H1, Canada. 
 
The Company incorporated a subsidiary, PreveCeutical (Australia) Pty Ltd. (“PreveCeutical (Australia)”) in Australia on 
March 12, 2018. The Company’s research programs are managed by PreveCeutical (Australia). 
 
The condensed consolidated interim financial statements have been prepared on a going concern basis which assumes 
that the Company will continue in operations for the foreseeable future and be able to realize assets and satisfy liabilities 
in the normal course of business. If the going concern assumption were not appropriate for these condensed consolidated 
interim financial statements then adjustments would be necessary for the carrying value of assets and liabilities, the 
reported expenses and the statement of financial position classifications used. Such adjustments could be material. 
 
Several conditions exist that cast significant doubt about the ability of the Company to continue as a going concern. The 
Company does not have significant revenue to date and has incurred operating losses since inception. As at March 31, 
2019, the Company had a deficit that is being funded by debt and issuance of equity. Management anticipates that the 
Company will meet its obligations and maintain its operations to support its payments to creditors and realize profits from 
future business activities. The Company is dependent on its ability to raise further capital through equity financing and 
funding from certain officers and shareholders to meet its commitments and fund its ongoing operations.  One of the 
unprecedented challenges arising from the COVID-19 pandemic is the impact this has had on the investment market and 
the Company’s ability to raise capital.  The Company is taking actions to maintain solvency, including temporarily laying 
off two of its employees and implementing other cost cutting measures. 
  
As at March 31, 2020 and December 31, 2019, the Company reported the following: 
 

 Three Months Ended 
March 31, 2020 

Year Ended  
December 31, 2019 

Net loss for the period/year $      520,822 $       3,578,900 

Working capital deficiency $   1,753,577 $       1,546,563 

Deficit $ 24,166,271 $     23,684,562 

 
2. BASIS OF PREPARATION 
 

Statement of Compliance 
 
These condensed consolidated interim financial statements are unaudited and have been prepared in accordance with 
 International Accounting Standard (“IAS”) 34 Interim Financial Reporting using accounting policies consistent with 
 IFRS, as issued by the International Accounting Standards Board (“IASB”). These condensed consolidated interim financial 
statements do not include all of the information required for full annual financial statements. These condensed consolidated 
interim financial statements should be read in conjunction with the annual consolidated financial statements for the year 
ended December 31, 2019. 
 
These condensed consolidated interim financial statements were approved by the Board of Directors and authorized for 
issue on June 1, 2020. 
 
Effective January 1, 2019, the Company adopted IFRS 16 Leases (“IFRS 16”). IFRS 16 was adopted retrospectively with 
no restatement of comparative periods, as permitted by the transition provisions of the standard. 
 
Basis of Measurement 
 
These condensed consolidated interim financial statements have been prepared on a historical cost basis, except for 
certain financial instruments, which are stated at their fair values. In addition, these condensed consolidated interim 
financial statements have been prepared using the accrual basis of accounting, except for cash flow information.  
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2. BASIS OF PREPARATION (Continued) 
 
Basis of Measurement (Continued) 
 
The condensed consolidated interim financial statements are presented in Canadian dollars, which is the Company’s 
functional currency. The functional currency of PreveCeutical (Australia) is Australian dollars. 
 
Principles of Consolidation 
 
These condensed consolidated interim financial statements include the accounts of the Company and its wholly-owned 
subsidiary, PreveCeutical (Australia). Subsidiaries are consolidated from the date of acquisition being the date that the 
Company obtains control. A subsidiary is an entity in which the Company has control, where control requires exposure or 
rights to variable returns and the ability to affect those returns through power over the investees. All intercompany 
transactions and balances have been eliminated on consolidation. 
 

3. SIGNIFICANT ACCOUNTING POLICIES  
 
In preparing these condensed consolidated interim financial statements, the significant accounting policies and the 
significant judgments made by management in applying the Company’s significant accounting policies and key sources of 
estimation uncertainty were the same as those that applied to the Company’s audited consolidated financial statements 
for the year ended December 31, 2019. 
 
Critical Accounting Estimates and Judgments 
 
The preparation of these condensed consolidated interim financial statements requires management to make estimates 
and judgments and to form assumptions that affect the reported amounts and other disclosures in these condensed 
consolidated interim financial statements. The estimates and associated assumptions are based on historical experience 
and various other factors that are believed to be reasonable under the circumstances. The results of these assumptions 
form the basis of making judgments about carrying values of assets and liabilities that are not readily apparent from other 
sources. Actual results may differ from these estimates under different assumptions and conditions. 
 
The estimates and underlying assumptions are reviewed on an ongoing basis. Changes to accounting estimates are 
recognized in the period in which the estimate is revised and all future periods that are affected by the change in estimate. 
 
Critical Accounting Estimates 
 
Critical accounting estimates are estimates and assumptions made by management that may result in material adjustments 
to the carrying amounts of assets and liabilities within the next financial year. Critical accounting estimates include, but are 
not limited to, the following: 
 

• Intangible assets – useful life 
 
Following initial recognition, the Company carries the value of intangible assets at cost less accumulated 
amortization and any accumulated impairment losses. Amortization is recorded on a straight-line basis based 
upon management’s estimate of the useful life and residual value. The estimates are reviewed at least annually 
and are updated if expectations change as a result of the technical obsolescence or legal and other limits to use.  
 
A change in the useful life or residual value will impact the reported carrying value of the intangible assets resulting 
in a change in related amortization expense. 
 

• Property, equipment and furniture – useful lives 
 

The Company estimates the useful lives and selects methods used to allocate amortization amounts of property, 
equipment, and furniture on a systematic basis. Technical obsolescence of tangible assets could significantly 
impact estimated residual useful lives and in turn, carrying values being over or understated. 

 
• Income tax 

 
The measurement of income taxes payable and deferred income tax assets and liabilities requires management 
to make estimates in the interpretation and application of the relevant tax laws. The actual amount of income 
taxes only becomes final upon filing and acceptance of the tax return by the relevant tax authorities, which occurs 
subsequent to the issuance of the condensed consolidated interim financial statements. 
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3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

Critical Accounting Estimates and Judgments (Continued) 
 
Critical Accounting Estimates (Continued) 

 
• Convertible debts 

 
The convertible debts were separated into their liability and equity components on the condensed consolidated 
interim statements of financial position. The liability component is initially recognized at fair value, calculated at 
the net present value of the liability based upon non-convertible debt issued by comparable issuers and accounted 
for at amortized cost using the effective interest rate method. The effective interest rate used is the estimated rate 
for non-convertible debt with similar terms at the time of issue. 
 

• Share-based compensation 
 
The fair value of stock options granted, and compensatory warrants are measured using the Black-Scholes option 
pricing model. Measurement inputs include share price on measurement date, exercise price of the option, 
expected volatility, expected life of the options, expected dividends and the risk-free rate. The Company estimates 
volatility based on historical share price of comparable companies, excluding specific time frames in which 
volatility was affected by specific transactions that are not considered to be indicative of the entities’ expected 
share price volatility. The expected life of the options is based on historical experience and general option holder 
behaviour. Dividends were not taken into consideration as the Company does not expect to pay dividends. 
Management also makes an estimate of the number of options that will forfeit, and the rate is adjusted to reflect 
the actual number of options that actually vest. 
 

• Right-of-use asset and lease liability 
 
The right of use asset and lease liability is measured by discounting the future lease payments at incremental 
borrowing rate. The incremental borrowing rate is an estimated rate the Company would have to pay to borrow 
over a similar term and with similar security, the funds necessary to obtain an asset of a similar value to the right-
of-use asset in a similar economic environment.  
 

• Accounts receivable 
 
The accounts receivable balance is recorded at the estimated recoverable amount, which involves the estimate 
of uncollectible accounts.  

  
 Critical Accounting Judgments 
 
 Critical accounting judgments are accounting policies that have been identified as being complex or involving subjective 
judgments or assessments. Critical accounting judgments include, but are not limited to, the following: 
 

• Intangible assets 
  

The application of the Company’s accounting policy for intangible asset expenditures requires judgment in 
determining whether it is likely that the future economic benefits will flow to the Company, which is based on 
assumptions about future events or circumstances. Estimates and assumptions may change if new information 
becomes available. If, after expenditures are capitalized, information becomes available suggesting that the 
recovery of expenditures is unlikely, the amount capitalized is written off to profit or loss in the period the new 
information becomes available. 
 
The Company assesses at each reporting date if the intangible assets have indicators of impairment. In 
determining whether the intangible assets are impaired, the Company assesses certain criteria, including 
observable decreases in value, significant changes with an adverse effect on the entity, a change in market 
interest rates, evidence of technological obsolescence and future plans. 
 

• Research and development expenditures 
 

Costs to develop products that will be sold are capitalized to the extent that the criteria for recognition as intangible 
assets in IAS 38 Intangible Assets are met. Those criteria require that the product is technically and economically 
feasible, which management assessed based on the attributes of the development project, perceived user needs, 
industry trends and expected future economic conditions. Management considers these factors in aggregate and  
 



PreveCeutical Medical Inc. 
Notes to the Condensed Consolidated Interim Financial Statements 
For the three months ended March 31, 2020 and 2019 
Unaudited - Expressed in Canadian Dollars 
 

8 

3. SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 

 Critical Accounting Judgments (Continued) 
 

Research and development expenditures (Continued) 
 

applies significant judgment to determine whether the product is feasible. The Company has not capitalized any 
product development costs as at March 31, 2020. 
 

• Going concern assumption  
 
The assessment of whether the going concern assumption is appropriate requires management to consider all 
available information about the future, which is at least, but not limited to, twelve months from the end of the 
reporting period. The Company is aware that material uncertainties related to events or conditions may cast 
significant doubt upon the Company’s ability to continue as a going concern. 
 

• The determination of the Company and its subsidiary’s functional currency 
 
The functional currency of the Company and its subsidiary is the currency of the primary economic environment 
and the Company reconsiders the functional currency if there is a change in events and conditions which 
determined the primary economic environment. 
 

• Modification versus extinguishment of financial liability 
 
Judgement is required in applying IFRS 9 Financial Instruments to determine whether the amended terms of the 
loan agreements are a substantial modification of an existing financial liability and whether it should be accounted 
for as an extinguishment of the original financial liability. 
 

• Right of Use Assets and Lease Liability 
 
For right of use assets and lease liability, the Company applies judgement in determining whether the contract 
contains an identified asset, whether they have the right to control the asset, and the lease term. The lease term 
is based on considering facts and circumstances, both qualitative and quantitative, that can create an economic 
incentive to exercise renewal options. Management considers all facts and circumstances that create an 
economic incentive to exercise an extension option, or not to exercise a termination option. 

 
4. PREPAID AND DEPOSITS 

  March 31, 2020 December 31,2019 
Current   
     R&D supply prepaid – short-term - 116,795 
     Other prepaid and deposits 6,566 47,398 

 6,566 164,193 
Non-current 
     Advance to UniQuest for equipment 70,503 62,432 
     Office deposit 27,362 27,363 

 97,865 89,795 

Total prepaid and deposits  $ 104,431 $ 253,988 
 
The advance to UniQuest Pty Limited (“UniQuest”) relates to prepayments made to UniQuest for the three research and 
development contracts entered into in the year 2017. Payments made to UniQuest have been recorded as a prepayment 
and amounts for work completed are expensed to research and development (“R&D”).  
 
The short-term R&D supply deposit relates to the R&D supply agreement the Company entered into, effective September 
18, 2017, with a licensed producer of medical cannabis (“Supplier”). In exchange for 12,820,515 options, the Supplier 
supplied samples of cannabis-derived products and ingredient information for use by the Company in its R&D program. 
Each option was exercisable to one common share of the Company at $0.156 per share for a period of 24 months from 
the grant date. The fair value of the stock options was determined using the Black-Scholes option pricing model with the 
following assumptions: exercise price - $0.156, expected life – 2 years, volatility – 107%, risk-free rate – 1.54%, and 
dividend yield – 0%. The options expired on September 19, 2019. The R&D supply deposit is amortized from March 26,  
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4. PREPAID AND DEPOSITS (Continued) 
 
2018, when the first shipment was received, to the end of the agreement, March 20, 2020. For the three months ended 
March 31, 2020, the final amount of $116,795 (three months ended March 31, 2019 - $140,154) was expensed and 
recorded as an R&D expense. 
 

5. PROPERTY, EQUPMENT AND FURNITURE 

  
Computer 

Equipment 
Computer 
Software 

 Office 
Equipment 

Leasehold 
Improvements  Total  

COST $ $ $ $ $ 
Balance, December 31, 2018 56,045             1,683  36,221 82,943 176,892 
Additions (exchange adjustment) -           -  - - - 
Balance, December 31, 2019 56,045           1,683            36,221               82,943  176,892 
Additions/(exchange adjustment) (183)                    -                     -                       -  (183) 
Balance, March 31, 2020 55,862           1,683            36,221               82,943  176,709 

      

ACCUMULATED AMORTIZATION      
Balance, December 31, 2018 29,247 1,198 10,354 12,441 53,240 
Additions 11,140 193 5,173 8,417 24,923 

Balance, December 31, 2019 40,387 1,391 15,527 20,858 78,163 
Additions 1,546 30 1,035 1,951 4,562 
Balance, March 31, 2020 41,933 1,421 16,562 22,809 82,725 
            
Net book value, December 31, 2019 15,658 292 20,694 62,085 98,729 
Net book value, March 31, 2020 13,929 262 19,659 60,134 93,984 

 
6. RIGHT-OF-USE ASSET AND LEASE LIABILITY 

 
The Company has a lease agreement for the headquarter office space in Vancouver, British Columbia.  Upon transition to 
IFRS 16, the Company recognized $502,177 for the ROU asset and $502,177 for a lease liability.   

The continuity of the ROU asset and lease liability for the three months ended March 31, 2020, is as follows: 
 

Right-of-use asset  
Value of right-of-use asset as at January 1, 2019  $         502,177  
Amortization    (146,564) 

Value of right-of-use asset as at December 31, 2019          355,613  
Amortization (36,745) 

Value of right-of-use asset as at March 31, 2020  $         318,868  

Lease liability 
 

Lease liability recognized as of January 1, 2019  $         502,177  
Lease payments  (163,439) 
Lease interest 20,854  
Lease liability recognized as of December 31, 2019 359,592 
Lease payments (41,038) 
Lease interest 4,572  

Lease liability recognized as of March 31, 2020  $         323,126  

Current portion  $         146,979  
Long-term portion 176,147  

  $         323,126 
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7. INTANGIBLE ASSETS 

  Trademarks 
COST  $  
Balance, December 31, 2018 29,806 
Additions 1,330 
Balance, December 31, 2019 31,136 
Additions - 

Balance at March 31, 2020 31,136 
 
ACCUMULATED AMORTIZATION  
Balance, December 31, 2018 2,835 
Additions 3,047 

Balance, December 31, 2019 5,882 
Additions 779 

Balance at March 31, 2020 6,661 

Net book value, December 31, 2019 25,254 

Net book value, March 31, 2020 24,475 
 
Trademark costs include costs for registering and filing the Company’s trademarks, which included filing in the United 
States, Australia and Europe. 
 

8. SHORT-TERM DEBT 
 
On May 29, 2019, the Company entered into a short-term loan agreement with its Chief Executive Officer for $300,000 
with a maturity date of November 29, 2019. The loan is unsecured, at an interest rate of 5% per annum, compounded 
semi-annually and payable on the maturity date. Under the terms of the agreement, the Company granted 5,000,000 
transferable bonus common purchase warrants entitling the holder to purchase one common share in the capital of the 
Company at an exercise price of $0.06 per share for a period of one year from the grant date. The Company has drawn 
$300,000 on this loan and has accrued $12,785 of interest as at March 31, 2020 (interest accrued at December 31, 2019 
was $8,950). The fair value of liability was allocated entirely to the liability component. On February 21, 2020, the maturity 
date was amended from November 29, 2019 to May 29, 2020. 
 
During the three months ended March 31, 2020, advances, which are unsecured, payable on demand and bearing no 
interest, were made to the Company by way of short-term loan as follows (total outstanding on March 31, 2020 was 
$18,100 and at December 31, 2019 was $16,150 ): 
 
• On March 27, 2020, the Company’s Chief Executive Officer lent the Company $1,500.  The total amount outstanding 

at March 31, 2020 was $4,500 ($3,000 outstanding at December 31, 2019). 

• An employee related to the Company’s Chief Executive Officer lent the Company $450 on February 4, 2020.  The 
total amount outstanding at March 31, 2020 was $6,100 ($5,650 outstanding at December 31, 2019). 

• The Company’s shareholder and former President had a $3,000 loan outstanding at March 31, 2020 and at December 
31, 2019.  This amount was loaned to the Company during the year ended December 31, 2019. 

• The Company’s Chief Financial Officer had a $1,500 loan outstanding at March 31, 2020 and at December 31, 2019.  
This amount was loaned to the Company during the year ended December 31, 2019. 

• A company owned by Company’s Chief Executive Officer had a $3,000 loan outstanding as at March 31, 2020 and at 
December 31, 2019.  This amount was loaned to the Company during the year ended December 31, 2019. 

 
Reconciliation of the short-term debt is as follows: 
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8. SHORT-TERM DEBT (Continued) 
 
Balance, December 31, 2018 $                - 
Cash items  

Advance 368,650 
Repayments (52,500) 

Non-cash items  
Interest expense 8,950 

Balance at December 31, 2019 $                 325,100 
Advance 1,950 

Non-cash items  
 Interest expense 3,835 
Balance at March 31, 2020 $                  330,885 

 
9. SHORT-TERM CONVERTIBLE DEBT 

 
On March 28, 2018, the Company entered into an unsecured credit facility agreement with its shareholder and former 
President for $700,000. Under the terms of the agreement, the amount of any outstanding principal and accrued interest 
thereon under the credit facility is convertible into common shares of the Company at the lender’s request at $0.10 per 
share. The original maturity date on the facility was March 28, 2019.  
 
On April 20, 2018, the conversion price was amended from $0.10 to $0.06 per share and $162,691 was recorded as a loss 
on the modification to profit or loss with a corresponding adjustment to shareholders’ deficiency. On March 28, 2020, the 
maturity date for the debt was extended from March 28, 2020 to March 29, 2021, and a gain on modification of $72,712 
(2019 - $67,666) was recorded in reserve.  
 
As at March 31, 2020 and December 31, 2019, $695,000 was drawn on the facility, bearing 5% simple interest. As at 
March 31, 2020, interest of $71,139 (December 31, 2019 - $62,476) was accrued.  

 
The Company bifurcated the notes into their components using a discounted cash flow model with an estimated fair value 
interest rate of 15.5% to estimate the fair value of the liability component with the remaining balance representing the 
equity component.  
 
Reconciliation of the short-term convertible debt is as follows: 
 

Balance, December 31, 2018 $                607,978 
Cash items  

Issuance of convertible debt 130,000 
Non-cash items  

Equity portion of convertible debt (2,345) 
Interest expense 34,501 
Accreted interest 65,179 
Debt modification (67,666) 

Balance at December 31, 2019 $                 767,647 
Non-cash items  
 Interest expense 8,663 
 Accreted interest 17,950 
 Debt modification (72,712) 

Balance at March 31, 2020 $                  721,548 
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10. LONG-TERM DEBT 
 
Convertible debts – long term 
 
The Company has entered into two revolving line of credit facility agreements with its Chief Executive Officer and its former 
President (collectively the “Lenders”), whom are shareholders of the Company. Both are unsecured, bear simple interest 
of 5% per annum and are convertible into common shares in the capital of the Company. 
 
The first credit facility agreement was entered into on December 9, 2016 in the principal amount of $1,000,000. The 
agreement was amended March 31, 2017, wherein the principal amount was increased by $1,000,000 to a total of 
$2,000,000. Under the terms of the agreement and waiver (the “Waiver”) dated September 30, 2017, the amount of any 
outstanding principal and accrued interest thereon under the credit facility is convertible, after October 28, 2017, into 
common shares of the Company at the price of $0.10 per share. On April 20, 2018, the conversion price was amended 
from $0.10 to $0.06 per share and $845,130 was recorded as a loss on modification to profit or loss with a corresponding 
adjustment to shareholders’ deficiency. On June 5, 2018, $280,752 of the principal amount and $19,248 of the interest 
amount was converted to equity at the conversion price of $0.06 per common share, for a total of 5,000,000 shares. As at 
March 31, 2020 and December 31, 2019, the Company has drawn $1,949,248 under the facility agreement and at March 
31, 2020 has accrued interest of $290,806 (December 31, 2019 - $266,508).  
 
The second facility was entered into on May 9, 2017, for a maximum of $1,000,000. Under the terms of the agreement and 
the Waiver, the amount of any outstanding principal and accrued interest thereon under the credit facility is convertible 
after October 28, 2017, into units, each consisting of one common share of the Company and one common share purchase 
warrant at a price of $0.10 per unit. Each common share purchase warrant entitles the holder to purchase one common 
share of the Company at the price of $0.20 for a period of 24 months after the issuance of the units, subject to acceleration. 
On April 20, 2018, the conversion price was amended from $0.10 per unit to $0.06 per unit and $372,234 was recorded 
as a loss on the modification to profit or loss with a corresponding adjustment to shareholders’ deficiency. As at March 31,  
2020, and December 31, 2019, the Company has drawn $975,500 under the facility agreement and as at March 31, 2020 
has accrued interest $121,243 (December 31, 2019 - $109,083). 
 
On January 26, 2018, the Company entered into an agreement with the Lenders for $500,000 in the form of an unsecured 
convertible promissory note bearing simple interest at 5% per annum. This promissory note was added to the second 
facility above. Thereby, the terms of the facility entered into on May 9, 2017 apply to the January 26, 2018 agreement. On 
April 20, 2018, the conversion price was amended from $0.10 per unit to $0.06 per unit and $202,603 was recorded as a 
loss on the modification to profit or loss with a corresponding adjustment to shareholders’ deficiency. As at March 31, 2020, 
the Company had drawn the full $500,000 and at March 31, 2020 has accrued interest of $54,521 (December 31, 2019 - 
$48,288) on this promissory note. 
 
On August 1, 2019, the Lenders signed a wavier to waive the right to demand the funds for all of the above loans until after 
July 31, 2021. 
 
The Company bifurcated the notes into their components using a discounted cash flow model with an estimated fair value 
interest rate of 15.5% to estimate the fair value of the liability component with the remaining balance representing the 
equity component.  
 
Reconciliation of the long-term convertible debt is as follows: 
 

Balance, December 31, 2018 $                  3,043,888 
Cash items  

Issuance of convertible debt 305,000 
Non-cash items  

Equity portion of convertible debt (26,820) 
Interest expense 168,595 
Accreted interest 280,608 
Debt modification (474,276) 

Balance at December 31, 2019 $                  3,296,995                   
Non-cash items  

Interest expense 42,693 
Accreted interest 66,748 

Balance at March 31, 2020 $                  3,406,436                   
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11. SHARE CAPITAL 
 
Authorized 

 
 The Company is authorized to issue an unlimited number of common Class “A” voting shares without par value. There 
were 396,448,905 common shares of the Company issued and outstanding as at March 31, 2020. 
 
Escrow shares 
 
On June 30, 2017, the Company entered into an escrow agreement whereby certain shares, warrants, and stock options 
of the Company will be held in escrow.  
 
Securities held in escrow as at March 31, 2020 were as follows: 
 

• 22,271,700 Common shares 
• 2,087,500 stock options 
• 270,000 warrants  
• $2,550,000 principal amount convertible debentures 

 
Securities held in escrow as at December 31, 2019 were as follows: 
 

• 44,543,400 Common shares 
• 4,175,000 stock options 
• 540,000 warrants  
• $2,550,000 principal amount convertible debentures 

 
The terms of the securities held in escrow are as follows: 
 

• 1/4 of escrow securities to be released on the Company’s listing date; 
• 1/3 of escrow securities to be released 6 months after the listing date; 
• 1/2 of escrow securities to be released 12 months after the listing date; 
• Remaining escrow securities to be released 18 months after the listing date.  

 
Issuance 
 
There was no equity issuance during the three months ended March 31, 2020. 
 
During the three months ended March 31, 2019, the Company had issued 6,100,0000 Units (Each Unit comprises of one 
common share and one common share purchase warrant entitling the holder to acquire one additional common share at 
a price of $0.08 per warrant for a period of two years from the issuance date, subject to acceleration) for a gross value of 
$305,000 through a non-brokered private placement offering. In connection with the private placement, the Company 
issued 160,000 units as finders fees, fair valued at $8,000 ($0.05 per unit). The Company also issued 224,000 broker 
warrants, fair valued at $5,824 (Note 13) and $15,200 in cash as finders’ fees for this private placement. 
 

12. STOCK OPTIONS 
 
 Stock Option Plan 
 
Stock options to purchase common shares have been granted to directors, employees, contractors, and consultants at 
exercise prices determined by reference to the market value on the date of the grant. The number of shares available for 
options to be granted under the Company’s rolling stock option plan is 10% of the number of shares outstanding (the 
“Plan”). Options granted under the Plan vest immediately or over a period of time at the discretion of the Board of Directors.  
 
Under the Plan, the number of shares reserved for issuance to any one optionee will not exceed 5% of the then issued 
and outstanding shares. The options are non-assignable and non-transferable and will be exercisable up to 10 years from 
the date of grant. The minimum exercise price of an option granted under the Plan must not be less than the discounted 
market price, as such term is defined in the policies of the Canadian Securities Exchange (“CSE”) and other applicable 
regulatory authorities. 
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12. STOCK OPTIONS (Continued) 
 

The changes in stock options outstanding are as follows:   
 
   

 
Number of Stock 

Options Vested 
Weighted Average  

Exercise Price 
Balance at December 31, 2018 38,069,744 $    0.11 
   Granted 700,000 $    0.06 
   Expired and forfeited (23,486,904) $    0.14 

Balance at December 31, 2019 15,282,840 $    0.07 

 Forfeited (500,000) $    0.10 

Balance at March 31, 2020 14,782,840 $    0.07 

 
As at March 31, 2020, the Company had the following stock options outstanding and exercisable: 

 

 
Date of Expiry 

Number 
Outstanding  

Weighted 
Average 

Exercise Price 
Number 

Exercisable  

Weighted 
Average 

Exercise Price 

Weighted Average 
Remaining Life in 

Years 
April 15, 2020 500,000 $    0.07 375,000 $    0.07 0.04 
August 10, 2020 7,749,500 $    0.05 7,749,500 $    0.05 0.36 
August 31, 2020 1,250,000 $    0.05 1,250,000 $    0.05 0.42 
October 20, 2020 2,000,000 $    0.13 2,000,000 $    0.13 0.56 
June 30, 2021 1,750,000 $    0.10 1,750,000 $    0.10 1.25 
September 7, 2021 1,333,340 $    0.06 1,333,340 $    0.06 1.44 
November 4, 2021 200,000 $    0.03 200,000 $    0.03 1.60 
Total 14,782,840 $    0.07 14,657,840 $    0.07 0.60 

 
As at March 31, 2019, the Company had the following stock options outstanding and exercisable: 

 
 
Date of Expiry 

Number Outstanding 
and Exercisable 

Weighted Average 
Exercise Price 

Weighted Average 
Remaining Life in Years 

May 1, 2019 500,000 $    0.09 0.08 
May 18, 2019 664,500 $    0.13 0.13 
August 29, 2019 1,100,000 $    0.16 0.41 
September 19, 2019 12,820,515 $    0.16 0.47 
August 10, 2020 9,249,500 $    0.05 1.36 
August 31, 2020 1,250,000 $    0.05 1.42 
October 20, 2020 2,000,000 $    0.13 1.56 
June 30, 2021 2,250,000 $    0.10 2.25 
September 7, 2021 1,333,340 $    0.06 2.44 
Total 31,167,855 $    0.11 1.04 

 
When the Company issues stock options, it records a share-based compensation in the year or period in which the options 
are granted and/or vested. The expense is estimated using the following assumptions: 

 
• Due to the lack of historical pricing information for the Company, the expected volatility is based on an average of 

historical prices of a comparable group of companies within the same industry. 

• The risk-free interest rate is based on yield curves on Canadian government zero-coupon bonds with a remaining 
term equal to the expected life of the stock options. 

• The Company used historical data to estimate option exercise, forfeiture and employee termination within the valuation 
model. 

• The Company has not paid and does not anticipate paying dividends on its common shares. Companies are required 
to utilize an estimated forfeiture rate when calculating the expense for the reporting period. 
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12. STOCK OPTIONS (Continued) 
 
Based on the best estimate, management applied the estimated forfeiture rate of 0% in determining the share-based 
compensation recorded in the accompanying condensed consolidated interim statements of operations and 
comprehensive loss. 
 
The Company used the Black-Scholes option pricing model to determine the fair value of 125,000 options vested during 
the three months ended March 31, 2019 with a weighted average fair value of $0.09. No options vested for the three 
months ended March 31, 2020.  
 
The following weighted average assumptions were used with vesting from date of grant for the three months ended March 
31, 2019:   

 

 March 31, 2019 
Risk-free interest rate 1.81% 

Expected dividend yield 0.00% 

Expected stock price volatility 123.92% 

Expected option life in years 0.16 

Forfeiture rate 0.00% 
 
Option pricing models require the input of highly subjective assumptions, including the expected price volatility. Changes 
in these input assumptions can materially affect the fair value estimate. For the three months ended March 31, 2020, the 
Company recorded $406 ($734 for the three months ended March 31, 2019) in relation to the vesting of the stock options. 

 
13. WARRANTS 

 
The changes in warrants outstanding are as follows:   
   

 Number of Warrants 
Weighted Average  

Exercise Price 
Balance at December 31, 2018 176,507,350 $    0.11 
   Issued - private placement 6,100,000 $    0.08 
   Issued - broker option warrants 384,000 $    0.08 
   Issued – debt arrangement 5,000,000 $    0.06 
   Expired – private placement (21,356,000) $    0.20 

Balance at March 31, 2020 and December 31, 2019 166,635,350 $    0.10 

 
As at March 31, 2020, the Company had the following warrants outstanding and exercisable: 
 

Date of Expiry 
Number 

Outstanding Exercisable 

Weighted 
Average Exercise 

Price 

Weighted Average 
Remaining Life in 

Years 
May 28, 2020 5,000,000 5,000,000 $    0.06 0.16 
June 29, 2020 134,151,350 134,151,350 $    0.10 0.25 
February 11, 2021 6,484,000 6,484,000 $    0.08 0.87 
July 12, 2022 21,000,000 7,000,000 $    0.10 2.28 

Total 166,635,350 152,635,350 $    0.10 0.36 
 
For the February 2019 Private Placement, a total of 384,000 broker warrants were issued as finders’ fees. 160,000 of 
these warrants were part of the units issued and 224,000 were broker warrants. For the 224,000 broker warrants, with an 
exercise price of $0.08 for a term of two years, the Company recorded an estimated issuance cost of $5,824. The estimate 
was based on the Black-Scholes option pricing model with an expected life of 2 years, volatility of 120.45%, risk-free rate 
of 1.79%, and a dividend yield of 0%.  
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13. WARRANTS (Continued) 
 
As at March 31, 2019, the Company had the following warrants outstanding and exercisable: 

 

Date of Expiry 
Number 

Outstanding Exercisable 
Weighted Average 

Exercise Price 
Weighted Average 

Remaining Life in Years 
June 30, 2019* 21,356,000 21,356,000 $    0.20 0.25 
June 29, 2020 134,151,350 134,151,350 $    0.10 1.25 
February 11, 2021 6,484,000 6,484,000 $    0.08 1.87 
July 12, 2022 21,000,000 7,000,000 $    0.10 3.28 

Total 182,991,350 168,991,350 $    0.11 1.23 

 
* The expiry date for these warrants issued was extended by a year to June 30, 2019. 

 
On July 12, 2017, 21,000,000 performance warrants were issued at an exercise price of $0.10 per warrant with the expiry 
date of July 12, 2022 to certain consultants, officer and other persons. The performance warrants will vest as follows: 
 

• One third on the issue date; 

• One third on the date of filing of a patent application in Canada, Australia or the United States by the Company for 
any of its technologies, including synthetic scorpion venom, gene therapy for obesity and diabetes or sol-gel 
delivery platform; and 

• One third on the date of the filing of an additional patent application in Canada, Australia or the United States by 
the Company for any of its technologies, including synthetic scorpion venom, gene therapy for obesity and diabetes 
or sol-gel delivery platform. 

 
14. RELATED PARTIES  

 
Key Management Compensation 
 
The Company’s key management consist of the following executive officers and directors: 

 

Name Position Nature of transaction 
Stephen Van Deventer   CEO and Chairman Management Services 
Makarand Jawadekar President, Director, Chief Scientific Officer Management Services 
Shabira Rajan  CFO and Controller Management Services 
Harendra Parekh Chief Research Officer Management Services 
Kimberly Van Deventer  Director, PreveCeutical (Australia) Management Services 
Keith Anderson Director Directors fees 
Mark Lotz Director Directors fees 

 
The remuneration of key management is set out below in aggregate for each of the categories specified in 
IAS 24 Related Party Disclosures. 
 

Three months ended March 31,    2020   2019 
Salaries and wages $ 7,277 $ 57,955 
Management consulting  20,379  40,468 

  $ 27,656 $ 98,423 
 
Shared rent and general cost agreement 
 
On November 1, 2018, the Company entered into a shared rent and general cost agreement with Asterion Cannabis Inc. 
(“Asterion”), whereby Asterion would reimburse costs related to sharing of the office space which is leased by the 
Company.  Asterion is considered to be a related party as a director and executive officer of the Company is a control 
person of Asterion.   
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14. RELATED PARTIES (Continued) 
 
Related Party Transactions 
 
Other related transactions for the three months ended March 31, 2020 and 2019 included wages, benefits, royalty, interest 
and reimbursement for shared rent and general cost from a related company. 
 
Except as disclosed elsewhere in the condensed consolidated interim financial statements, related party transactions for 
the three months ended March 31, 2020 and 2019 are as follows. 
 

Three months ended March 31,    2020   2019 
Wages and benefits to employees and fees to consultant related to 
certain officer and past officer $ 16,142 $ 23,203 
Royalty payable to company controlled by key management personnel  -  139 
Accrued loan interest payable to certain officers and past officer   55,191  47,706 
Shared rent and general cost received from a related company (Asterion)  (24,008)  (22,952) 

  $ 47,325 $ 48,096 
 
As at March 31, 2020, $232,466 (March 31, 2019 - $51,449) is payable to related parties for services incurred and 
reimbursement of expenses and recorded in accounts payable and accrued liabilities. All balances are unsecured, 
non-interest bearing, have no fixed repayment terms and are due on demand. 
 

15. SUPPLEMENTAL CASH FLOW INFORMATION 
 March 31, 2020 March 31, 2019 

Interest expense – debt - accrued $           55,191 $            47,706 
Interest – lease             4,572                 4,237 
Interest – paid to vendors                277                         - 
Taxes paid                        -                         - 
Previously granted options included in prepaid and deposits                        -              537,256 
Shares issued for Finder’s fees                     -                  8,000 

 
16. MANAGEMENT OF CAPITAL  

 
The Company manages its shareholders’ deficiency as capital. The Company’s objective when managing capital is to 
safeguard the Company’s ability to continue as a going concern in order to pursue the development of its assets and to 
maintain a flexible capital structure that optimizes the cost of capital at an acceptable risk.  
 
The Company manages the capital structure and adjusts it in light of changes in economic conditions and the risk 
characteristics of the underlying assets. To maintain or adjust the capital structure, the Company may attempt to issue new 
shares, issue debt or acquire or dispose of assets. 
 
In order to facilitate the management of its capital requirements, the Company prepares expenditure budgets that are 
updated as necessary depending on various factors, including successful capital deployment and general industry 
conditions. 
 
In order to maximize ongoing efforts, the Company does not pay out dividends. The Company’s investment policy is to 
keep its cash treasury invested in demand certificates of deposit with major financial institutions. 
 
As at March 31, 2020, the shareholders’ deficiency was $4,800,968 (December 31, 2019 - $4,486,780). The Company did 
not change its approach to capital management during the three months ended March 31, 2019. The Company is not 
subject to externally imposed capital requirements. 
 

17. FINANCIAL INSTRUMENTS 
 
The Company’s financial instruments classified as level 1 in the fair value hierarchy are cash, accounts receivable, 
accounts payable and accrued liabilities and their carrying values approximate the fair values due to their short-term nature. 
The convertible debt is classified as level 3. 
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17. FINANCIAL INSTRUMENTS (Continued) 
 
The Company’s financial instruments are exposed to certain risks, including credit risk, interest rate risk, liquidity risk and 
other market risk. 
 
Credit Risk 
 
Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its contractual 
obligations. The Company’s cash is held through large Canadian and Australian financial institutions. The Company 
considers its credit risk on cash to be not significant and accounts receivable to be minimal.  
 
Interest Rate Risk 
 
Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to changes in 
market interest rates. The Company’s convertible debts (Notes 9 and 10) currently provides for interest at 5% per annum.  
 
Liquidity Risk 
 
Liquidity risk is the risk that the Company will encounter difficulty in satisfying financial obligations as they become due. 
The Company manages its liquidity risk by forecasting cash flows from operations and anticipated investing and financing 
activities. The Company’s objective in managing liquidity risk is to maintain sufficient readily available reserves in order to 
meet its liquidity requirements.  
 
As at March 31, 2020, the Company had a working capital deficiency of $1,753,577 compared to a working capital 
deficiency at December 31, 2019, of $1,546,563. This included cash of $30,451 (December 31, 2019 - $28,480) available 
to meet short-term business requirements and current liabilities of $1,881,422 (December 31, 2019 - $1,834,810). The 
Company will require additional financing in the future to meet its obligations. The Company’s accounts payable and 
accrued liabilities have contractual maturities of less than 30 days and are subject to normal trade terms. 
  
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the Company as at 
March 31, 2020: 
 

  1 year  2 to 3 years  Total 
Short-term debt (Note 8) $ 330,885 - - $ 330,885 
Convertible debt – short-term (Note 9)  766,138  -  766,138 
Convertible debt – long-term (Note 10)  -  2,240,055  2,240,055 
Convertible debt – long-term (Note 10)  -  1,096,743  1,096,743 
Convertible debt – long-term (Note 10)  -  554,521  554,521 
 $ 1,097,023 $ 3,891,319 $ 4,988,342 

 
The amounts listed below are the undiscounted contractual maturities for financial liabilities held by the Company as at 
December 31, 2019: 
 

  1 year  2 to 3 years  Total 
Short-term debt (Note 8) $ 325,100  - $ 325,100 
Convertible debt – short-term (Note 9)  757,476  -  757,476 
Convertible debt – long-term (Note 10)  -  2,215,756  2,215,756 
Convertible debt – long-term (Note 10)  -  1,084,583  1,084,583 
Convertible debt – long-term (Note 10)  -  548,288  548,288 
 $ 1,082,576 $ 3,848,627 $ 4,931,203 

 
Other Market Risk 
 
Other market risks that the Company is exposed to include currency risk. Currency risk is the risk of loss due to the 
fluctuation of foreign exchange rates and the effects of these fluctuations on foreign currency denominated monetary 
assets and liabilities.  
 
The Company is exposed to currency risk with its foreign subsidiary which is funded from time to time in the subsidiary’s 
currency. The Company is also exposed to currency risk with its other foreign business transactions.  
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17. FINANCIAL INSTRUMENTS (Continued) 
 
Other Market Risk (Continued) 
 
The Company does not invest in derivatives to mitigate these risks. 
 
As at March 31, 2020 and December 31, 2019, the Company’s net exposure to foreign currency risk on its financial 
instruments is as follows: 
 

  March 31, 2020  December 31, 2019 
  US Dollars  Australian Dollars  US Dollars  Australian Dollars 
Cash $ - $ 33,364 $ 6 $ 32,148 
Accounts receivable  -  28,738  -  46,946 
Accounts payable and 
accrued liabilities  (62,556)  (64,945)  (48,026)  (38,607) 
 $ (62,556) $ (2,843) $ (48,020) $ 40,487 

 
 
Based on the above, assuming all other variables remain constant, a 10% (2019 - 10%) weakening or strengthening of 
the Canadian dollar against the US dollar and Australian would result in an increase/decrease of approximately $2,530 
(December 31, 2019 - $6,194) in net income (loss).  
 

18. SEGMENTED INFORMATION 
 
The Company did not have any sales revenue during the three months ended March 31, 2020.  For the three months 
ended March 31, 2019, the Company had one reportable segment being the licensing, branding, and marketing 
nutraceutical and wellness products. Selected segmented financial information is as follows: 

Three months ended March 31,    2020   2019 
     
Product Sales     

Canada  $  -  $  1,381 
United States  -  1,650 
Other  -  - 

Total  $  -  $  3,031 
 
 As at March 31, 2020 and December 31, 2019, the Company’s long-term assets were located in Canada and Australia as 
follows: 
 March 31, 2020 December 31, 2019 

 Canada Australia 
 

Total Canada Australia Total 

Computer equipment  $          12,948 $      981 
 

$   13,929 $      14,341 $      1,196 $     15,537 
Computer software 262 - 262 292 - 292 
Office equipment 19,659 - 19,659 20,693 - 20,693 
Leasehold improvements 60,134 - 60,134 62,207 - 62,207 
Right-of-use asset 318,868  318,868 355,613 - 355,613 

Total $        411,871 $     981 
 

$  412,852 $     453,146 $     1,196 $   454,342 

 
19. OPTION PAYMENTS 

 
On July 8, 2019, the Company and Asterion entered into an option to purchase agreement (the "Option Agreement"), 
whereby the Company has granted to Asterion the right and option (the "Option") to purchase up to 51% of the Company's 
right, title and interest in and to certain intellectual property rights relating to the Company's sol-gel nasal delivery system 
for the nose-to-brain delivery of therapeutic formulations, including cannabis and cannabinoids. 
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19. OPTION PAYMENTS (Continued) 
 

Per the Option Agreement, Asterion will make a series of payments totaling $2,652,000. Asterion will acquire The Option 
upon making all the payments.  

 
Prior to the earlier of ten days after the date of the exercise of the Option in full by Asterion and December 22, 2019, the 
Company has the right to buy-back all of the earned interest earned by Asterion to the date of the buy back for an amount 
equal to 150% of the aggregate amount of all cash payments made by Asterion. The Company has to provide a written 
notice to Asterion of the buy-back intention. 
 
For the three months ended March 31, 2020, the Company received $42,850 (total received to March 31, 2020 is $695,995) 
under the Option Agreement. This amount has been recorded as an option payment under other income. 
 
Asterion is considered to be a related party as a director and executive officers of the Company is a control person of 
Asterion. 
 

20. COMMITMENTS 
 
The Company entered into a lease agreement for office premises commencing May 1, 2017 with an initial five-year term 
and a five-year equipment lease commencing July 1, 2017. For the three months ended March 31, 2020, the Company 
incurred $41,918 (March31, 2019 - $40,834) in rent expense.  
 
Payments committed for the next three years are as follows: 
 

Year Amount 

2020 153,892 

2021 168,704 

2022 56,988 

 $      379,584 

 
20. COVID-19 

 
Since December 31, 2019, the outbreak of the novel strain of coronavirus, specifically identified as “COVID-19”, has 
resulted in governments worldwide enacting emergency measures to combat the spread of the virus. These measures, 
which include the implementation of travel bans, self-imposed quarantine periods and physical distancing, have caused 
material disruption to business globally resulting in an economic slowdown.  Global equity markets have experienced 
significant volatility and weakness. The duration and impact of the COVID-19 outbreak are unknown at this time, as is the 
efficacy of the government and central bank interventions. It is not possible to reliably estimate the length and severity of 
these developments and the impact on the financial results and condition of the Company in future periods. 
 

21. EVENTS AFTER THE REPORTING DATE 
 

Subsequent to the three months ended March 31, 2020: 
 
500,000 stock options with an exercise price of $0.10 were forfeited.  
 
500,000 stock options with an exercise price of $0.07 expired. 
 
On April 14, 2020, the Company received a loan of $40,000 through its bank CIBC under the Canada Emergency Business 
Account (CEBA) program.  This is an interest-free loan up to December 31, 2022.  A quarter of the loan ($10,000) is eligible 
for complete forgiveness if $30,000 is fully repaid on or before December 31, 2022. If the loan cannot be repaid by 
December 31, 2022, it can be converted into a 3-year term loan charging an interest rate of 5%. The loan is for the 
Company’s operations. 
 
On May 20, 2020, the Company entered into a debt settlement agreement for full and final payment of a third-party 
supplier’s outstanding payables in the amount of $198,805.82.  8.643,731 common shares of the Company, at an issuance 
price of $0.023, were issued for this settlement. All Shares issued pursuant to the Debt Settlement are subject to a hold 
period of four months and one day. 
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21. EVENTS AFTER THE REPORTING DATE (Continued) 
 
On May 20,2020, the Company entered into two assignment and assumption agreements whereby certain arm's length 
assignees (the "Assignees") acquired all of Stephen Van Deventer and Kimberly Van Deventer's right, title, interests and 
obligations in and under a convertible credit facility agreement dated effective December 9, 2016, as amended, as to the 
aggregate principal amount of $1,728,811 and the accrued interest thereon in the aggregate amount of $271,189 (the 
"Assigned Amounts").  The Assignees have elected to convert the Assigned Amounts into an aggregate of 86,956,522 
Shares (the "Assignment Conversion") at a price of $0.023 per Share. 
 
There were 492,049,158 common shares of the Company issued and outstanding as at June 1, 2020. 



 

SCHEDULE "I" 
 

Statement of Compensation of Executive Officers for the year ended December 31, 
2019 

 
See attached. 
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SCHEDULE  
 

PREVECEUTICAL MEDICAL INC. 
(the “Company”) 

Suite 2200, 1177 West Hastings Street 
Vancouver, British Columbia, V6E 2K3 

 
STATEMENT OF COMPENSATION OF EXECUTIVE OFFICERS 

FOR THE YEAR ENDED DECEMBER 31, 2019 
 
For this Statement of Executive Compensation, a Named Executive Officer (“NEO”) means each of the 
following individuals:  
 
(a)  A Chief Executive officer (“CEO”) of the Company; 

(b)  A Chief Financial Officer (“CFO”) of the Company; 

(c)  Each of the three most highly compensated executive officers of the Company, including any of its 
subsidiaries, or the three most highly compensated individuals acting in a similar capacity, other than the 
CEO and CFO, at the end of the most recently completed financial year whose total compensation was, 
individually, more than $150,000 for that financial year; and 

(d)  each individual who would be a NEO under paragraph (c) but for the fact that the individual was neither 
an executive officer of the Company or its subsidiaries, nor acting in a similar capacity, at the end of that 
financial year. 

 
COMPENSATION DISCUSSION AND ANALYSIS 
  
The Company has a compensation program. The Board of Directors of the Company (the "Board" or the "Board 
of Directors") relies on the experience of its members to ensure that total compensation paid to the Company's 
management is fair and reasonable and is both in-line with the Company's financial resources and competitive 
with companies at a similar stage of development. 
 
The Company does not have in place a compensation committee. All tasks related to developing and monitoring 
the Company's approach to the compensation of executive officers of the Company are performed by the 
members of the Board of Directors. The Board meets to discuss and determine management compensation as 
required, without reference to formal objectives, criteria, or analysis. 
 
Compensation Philosophy 
 

The Company has taken a forward-looking approach in compensating its directors, officers, employees, and 
consultants to ensure that the Company can continue to build and retain a successful and motivated innovative 
and development team and, importantly, align the Company's future success with that of Shareholders. 
 
The Company's compensation strategy is to attract and retain seasoned and experienced talent, with the objective 
of adding to and maximizing the Company’s value. The Company compensates its NEOs based on their skill 
and experience and the existing stage of development of the Company. NEOs are rewarded based on the skill 
and level of responsibility involved in their position, the individual's experience and qualifications, the 
Company's available resources, industry practice, and regulatory guidelines regarding executive compensation 
levels. 
Under the Company's compensation policies and practices, NEOs and directors are not prevented from 
purchasing financial instruments, including prepaid variable forward contracts, equity swaps, collars or units of 
exchange funds that are designed to hedge or offset a decrease in the market value of equity securities granted 
as compensation or held, directly or indirectly, by the executive officer or director. 
 
The Company has not currently identified specific performance goals or benchmarks as relating to the NEO’s 
compensation. The stage of the Company's development and the size of its specialized management team allow 
frequent communication and constant management decisions in the interest of developing Shareholder value as 
a primary goal. 
 
The Board of Directors believes that the compensation policies and practices of the Company do not encourage 
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executive officers to take unnecessary or excessive risk.  However, the Board intends to review, from time to 
time, and at least annually, the risks, if any, associated with the Company's compensation policies and practices. 
Implicit in the Board of Directors' mandate is that the Company's policies and practices respecting compensation, 
including those applicable to the Company's executives be designed in a manner which is in the best interests of 
the Company and shareholders and risk implications are one of many considerations which are taken into account 
in such design. 
 
Compensation Components 
 

The Board of Directors has implemented three levels of compensation to align the interests of the NEOs with 
those of the Shareholders: 
 
1. NEOs may be paid a monthly salary or consulting fee. 
2. Board of Directors may award NEOs long-term incentives in the form of stock options. 
3. In special circumstances, the Board of Directors may award cash or share bonuses for exceptional 

performance that results in a significant increase in Shareholder value.  
 

The Company does not provide medical, dental, pension or other benefits to NEOs. To date, no specific formulas 
have been developed to assign a specific weighting to each of these components. 
 
Base Salary 
The base compensation of the NEOs is reviewed and set annually by the Board of Directors. The salary review 
for each NEO is based on an assessment of factors such as: 
 

• current competitive market conditions 
• compensation levels within the peer group 
• level of responsibility and importance of the position within the Company; and 
• skills such as leadership ability and management effectiveness, experience, responsibility, and proven or 

expected performance of the particular NEO. 
 

Annual assessment of the NEOs compensation is performed utilizing this information, together with budgetary 
guidelines and other internally generated planning and forecasting tools. 
 
Annual Incentive Plan 
The Company has no formal annual incentive plan. 
 
Long-Term Compensation 
Stock options are granted to NEOs and other employees as part of the long-term compensation plan. 
 
Stock Option Plan 
 

The Company has established a stock option plan (the "Stock Option Plan") to encourage share ownership and 
entrepreneurship on the part of the directors, senior management, employees, and consultants. The Board 
believes that the Stock Option Plan aligns the interests of NEOs with the interests of Shareholders by linking a 
component of executive compensation to the longer-term performance of the common shares. 
 
The Stock Option Plan is administered by the Board, who will have full and final authority with respect to the 
granting of all options thereunder. Accordingly, all options granted to NEOs are approved by the Board.  Options 
may be granted under the Stock Option Plan to such service providers of the Company and its affiliates, if any, 
as the Board may from time to time designate. The Company has not set specific target levels for options to 
NEOs but seeks to be competitive with similar companies. 
 
The Stock Option Plan provides that, subject to the requirements of the Canadian Securities Exchange (the 
"CSE"), the aggregate number of securities reserved for issuance will be 10% of the number of common shares 
of the Company issued and outstanding from time to time. 
 
In monitoring stock option grants, the Board generally considers the following factors:  
 

• Level of options granted by comparable companies for similar levels of responsibility. 
• Prior grants to a proposed optionee 
• NEO's past performance 
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• Anticipated future contribution 
• Percentage of outstanding equity owned by the executive 
• Level of vested and unvested options 
• Reports received from management, its own observations on individual performance (where possible) and 

its assessment of individual contribution to Shareholder value. 
 

In addition to determining the number of options to be granted pursuant to the methodology outlined above, and 
subject to earlier termination in the event of dismissal for cause, early retirement, voluntary resignation or 
termination other than for cause, or in the event of death or disability, the Board also makes the following 
determinations: 
 

• the exercise price for each option granted; 
• the date on which each option is granted; 
• the vesting terms for each stock option; and 
• the other material terms and conditions of each stock option grant. 
 
The Board makes these determinations subject to and in accordance with the provisions of the Stock Option Plan. 
Options granted under the Stock Option Plan are not transferable or assignable other than by testamentary 
instrument or pursuant to the laws of succession. 
 
The NEOs currently employed by the Company hold a total of 3,750,000 options pursuant to the Stock Option 
Plan as at the date hereof. These options have exercise prices between $0.05 and $0.10 per share. 
 
Describe and explain all significant elements of compensation awarded to, earned by,  
 
SUMMARY COMPENSATION TABLE 
 
Set out below is a summary of compensation paid or accrued to the Named Executive Officers of the Company 
during the years ended December 31, 2019, 2018 and 2017.   
 

Name and 
principal 
position 

Year Salary 
Share-
based 

awards 

Option-
based 

awards 
(1) 

Non-equity incentive 
plan compensation 

Pension 
value 

All 
other 

compen
- sation 

Total 
compen-

sation 

    ($) ($) ($) ($) ($) ($) ($) 

          

Annual 
incentive 

plans 

Long 
term 

incentive 
plans 

      

Stephen Van 
Deventer(2)(3) 2019 111,000 - - N/A N/A N/A 2,749 113,749 

CEO and Former 
President 

2018 170,000 - - N/A N/A N/A 2,935 172,935 

2017 180,000 - - N/A N/A N/A 975 180,975 
Shabira Rajan(4)  2019 56,800 - - N/A N/A N/A 6,647 63,447 
CFO 2018 146,000 - - N/A N/A N/A 6,627 152,627 
  2017 141,000 - 207,164 N/A N/A N/A 1,350 349,514 
Maher Khaled(5) 
former CEO of 
PreveCeutical 
(Australia) Pty. 
Ltd. 

2019 - - - N/A N/A N/A - - 
2018 127,000 - 116,927 N/A N/A N/A - 243,927 

2017 - - - N/A N/A N/A - - 

Jerry Minni(6) 
former CFO 

2019 - -   N/A N/A N/A     
2018 - -   N/A N/A N/A     
2017 1,000 - - N/A N/A N/A - 1,000 
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Notes: 
(1) Weighted average assumptions (Carrara and PreveCeutical options combined) are used in the following: 
 

  2019 2018 2017 
Risk-free interest rate N/A 1.95% 1.46% 
Expected life of options N/A 1.76 years 2.39 years 
Expected annualized volatility N/A 113.00% 110.00% 
Expected dividend rate N/A 0.00% 0.00% 

 

 
The Company believes that the models utilized are appropriate models to use for calculating the fair value 
of incentive stock options because, while the model was originally developed for valuing publicly traded 
options as opposed to non-transferrable incentive stock options and requires management to make 
estimates, which are subjective and may not be representative of actual results (changes in assumptions 
can materially affect estimates of fair values), this model is used by most companies in the Company's 
peer group and therefore represents an approach to valuation reasonably consistent with the Company's 
peer group.  While incentive stock options can have significant theoretical value (such as those reported 
above), until the option is actually exercised and the resulting common shares can be sold at a profit, it has 
no value that can be realized by the holder.  Many option grants expire unexercised and out-of-the-money. 

 

(2) Appointed as Chief Executive Officer and President on June 22, 2017, and April 9, 2018, respectively. 
(3) Resigned as President effective February 13, 2019. 
(4) Appointed as Chief Financial Officer on June 22, 2017. 
(5) Resigned as Chief Executive Officer of the Company's wholly-owned subsidiary, PreveCeutical 

(Australia) Pty Ltd, on October 20, 2018. 
(6) Appointed Chief Financial Officer on December 15, 2014; resigned as Chief Financial Officer on July 7, 

2016. 
 
EMPLOYMENT AGREEMENTS 
 
Except as set out below or as set forth under the heading "Termination and Change of Control Benefits", the 
Company does not have any agreement or arrangement under which compensation was provided during the most 
recently completed financial year or is payable in respect of services provided to the Company that were 
performed by a NEOs or a director of the Company, or by any other party which provided services that are 
typically provided by an NEO or a director of the Company.  
 
The Company and its subsidiaries have entered into the following employment agreements (each, an "Executive 
Employment Agreement") with the Named Executive Officers: 
 

(i) Executive Employment Agreement dated for reference November 1, 2018, whereby Stephen Van 
Deventer acts as Chief Executive Officer to the Company at an annual base salary of $120,000, which 
salary is reviewed and adjusted by the Board of Directors from time to time, based on the executive's 
performance, corporate cash flow and achievement of corporate objectives; and 
 

(ii) Executive Employment Agreement dated for reference November 1, 2018, amended on May 1, 2019, 
whereby Shabira Rajan acts as Chief Financial Officer to the Company at an annual base salary of $48,000, 
which salary is reviewed and adjusted by the Board of Directors from time to time, based on the executive's 
performance, corporate cash flow and achievement of corporate objectives. 

 

Although the Board of Directors has not implemented a bonus plan, pursuant to each of the NEO’s Executive 
Employment Agreements, each NEO is eligible to participate in any bonus plans that may be implemented by 
the Board of Directors or the compensation committee thereof, from time to time.  A bonus, if paid, shall be paid 
in cash in such amount as is approved by the Board following each annual performance review and based on 
attainment of performance objectives. 
 
INCENTIVE PLAN AWARDS 
 

Outstanding share-based awards and option-based awards 
 
The following table sets out information concerning all awards outstanding under incentive plans of the Company 
at the end of the most recently completed financial year, including awards granted before the most recently 
completed financial year, to each NEO of the Company.  The Company has not granted any share-based awards. 
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Name 

Option-based Awards 
Number of 
securities 

underlying 
unexercised 

options 

Option 
exercise 

price 

Option expiration 
date 

Value of 
unexercised in-the-

money options(1) 

  (#) ($)   ($) 
Stephen Van 
Deventer, CEO(2)(3) 

1,250,000 options 0.05  August 10, 2020 - 
5,000,000 warrants 0.06  May 29, 2020 - 

Shabira Rajan,  
CFO (4) 

1,250,000 options 0.05  August 31, 2020 - 
1,250,000 options 0.10  June 28, 2021 - 
2,500,000 warrants 0.10  July 12, 2022 - 

 
Notes: 
(1) Options are "in the money" if the market price of the common shares is greater than the exercise price of 

the options.  Value is calculated by multiplying the number of common shares which may be acquired on 
exercise of the option by the difference, if any, between the exercise price of the options and the market 
value of the common shares underlying the options as at the closing price on December 31, 2018, being 
the last trading day for the most recently completed financial year of $0.05 per common share. 

(2) Appointed Chief Executive Officer on June 22, 2017, and President on April 9, 2018. 
(3) Resigned as President on February 13, 2019. 
(4) Appointed on June 22, 2017. 
 
There was no repricing of stock options under the Company's Stock Option Plan or otherwise during the 
Company's financial year ended December 31, 2019.  Details of the Company's Stock Option Plan can be found 
under the headings "Compensation Discussion and Analysis" above and "Approval of Stock Option Plan" below. 
 
Incentive plan awards – value vested or earned during the year 
 

No NEO exercised any option-based awards during the Company’s year ended December 31, 2019. 
 
PENSION PLAN BENEFITS 
 
The Company does not have a pension plan that provides payments or benefits to the NEOs at, following, or in 
connection with retirement. 
 
Deferred compensation plans 
 

Unless expressed in this Statement of Executive Compensation, there is no deferred compensation plan relating 
to any NEO. 
 
TERMINATION AND CHANGE OF CONTROL BENEFITS 
 
Except as set out below, the Company has no compensatory plan, contract or arrangement to compensate a NEO 
in the event of resignation, retirement or other termination of the NEO’s employment with the Company, a 
change of control of the Company, or a change in responsibilities of the NEO following a change of control. 
 
Pursuant to the terms of Executive Employment Agreements entered with each of the Named Executive Officers 
on November 1, 2018, and May 1, 2019, if: 
 

(a) the employment agreement is terminated without cause, 
(b) the responsibilities of the Named Executive Officers are materially changed, or 
(c) there is a change in control of the Company 
 

the NEO is entitled to receive: 
 

(i) the amount of unpaid base salary up to and including the date of termination; 
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(ii) that portion of any then declared and/or earned or accrued bonus, prorated to the end of the six month 
period from the effective date of termination that would likely have been paid to the NEOs for the six 
months from the effective date of termination; such determination to be made fairly and reasonably and 
taking into account all relevant circumstances; 

(iii) any outstanding vacation pay as at the date of termination; and 
(iv) any outstanding expense reimbursements as at the date of termination. 
 
In addition, and in recognition of the fact that the NEO’s have provided services to the Company since September 
1, 2016, within ten business days of receipt of an executed release in a form satisfactory to the Company, acting 
reasonably, the Company will pay to the NEO a lump sum payment equal to twenty-four months of the NEO's 
then base salary, less applicable withholdings and deductions.  
 
Additionally, upon the death of a NEO, the Company will pay to the NEO's estate the total of (less applicable 
withholdings and deductions): 
 

(i) twenty-four months of the NEO’s then base salary; 
(ii) the amount of unpaid base salary up to and including the date of termination; 
(iii) that portion of any then declared and/or earned or accrued bonus, prorated to the end of the six month 

period from the effective date of termination that would likely have been paid to the NEO for the six 
months from the effective date of termination; such determination to be made fairly and reasonably and 
taking into account all relevant circumstances; 

(iv) any outstanding vacation pay as at the date of termination; and 
(v) any outstanding expense reimbursements as at the date of termination. 
 
DIRECTOR COMPENSATION 
 
Other than compensation paid to the NEOs, and except as noted below, no other compensation was paid to 
directors in their capacity as directors of the Company or in their capacity as members of a committee of the 
Board.  The directors are reimbursed for reasonable expenses incurred on behalf of the Company.  From time to 
time, directors may be retained to provide specific services to the Company and its subsidiaries and will be 
compensated on a normal commercial basis for such services. The Company has not granted any share-based 
awards.  
 
During the year ended December 31, 2019, the Company had three directors who were not NEOs of the 
Company, namely Makarand Jawadekar, Mark Lotz and Keith Anderson.  Additionally, Kimberly Van Deventer 
and Paget Hargreaves were directors of the Company's wholly-owned subsidiary, PreveCeutical (Australia) Pty 
Ltd. 
 
The following table sets out the details of compensation provided to the aforesaid directors during the Company's 
year ended December 31, 2019.  The Company has not granted any share-based awards. 
 
Director compensation table 
 

Name Fees 
earned 

Share-
based 

awards 

Option-
based 

awards (1) 

Non-equity 
incentive 

plan 
compensation 

Pension 
value (2) 

All other 
compensation Total 

  ($) ($) ($) ($) ($) ($) ($) 
Dr. Makarand 
Jawadekar (3) 79,531 Nil Nil N/A N/A Nil 79,531 

Mark Lotz (4) 15,750 Nil 1,490 N/A N/A Nil 17,240 
Keith 
Anderson (4) 15,750 Nil 1,490 N/A N/A Nil 17,240 

Kimberly Van 
Deventer (5) 80,850 Nil Nil N/A N/A Nil 80,850 

Paget 
Hargreaves (6) Nil Nil Nil N/A N/A Nil Nil 
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Notes: 
(1) The determination of the value of option awards is based upon the Black-Scholes Option-pricing model. 
 

  2019 2018 2017 
Risk-free interest rate 1.69 1.95% 1.46% 

Expected life of options 
1.33 
years 1.76 years 2.39 years 

Expected annualized 
volatility 132.60% 113.00% 110.00% 
Expected dividend rate 0.00% 0.00% 0.00% 

 

The Company believes that the Black-Scholes model is an appropriate model to use for calculating the fair 
value of incentive stock options because, while the model was originally developed for valuing publicly 
traded options as opposed to non-transferrable incentive stock options and requires management to make 
estimates, which are subjective and may not be representative of actual results (changes in assumptions 
can materially affect estimates of fair values), this model is used by most companies in the Company's 
peer group and therefore represents an approach to valuation reasonably consistent with the Company's 
peer group.  It is important to remember that while incentive stock options can have a significant theoretical 
value (such as those reported above), until the option is actually exercised and the resulting common shares 
can be sold at a profit, it has no value that can be realized by the holder.  Many option grants expire 
unexercised and out-of-the-money. 

(2) The Company does not maintain any defined benefit or defined contribution plan. 
(3) Appointed as a director on October 24, 2017.  Dr. Jawadekar was appointed as the Chief Science Officer 

and President on June 30, 2017, and February 13, 2019, respectively.  Mr. Jawadekar invoiced the Issuer 
$79,531 during the financial year ended December 31, 2019, for his services as Chief Science Officer.  
$46,335.27 was payable to Dr. Jawadekar as at December 31, 2019. 

(4) Appointed as a director on June 20, 2019.  Mr. Lotz and Mr. Anderson issued invoices for $15,750 each 
to the Issuer for serving as the Company’s directors.  $15,750 was payable as at December 31, 2019 to 
Mr. Lotz and Mr. Anderson. 

(5) Appointed as the Company’s director on May 19, 2017, resigned as a director on April 9, 2018.  She was 
appointed President of the Company on June 30, 2017 and resigned as President on April 9, 2018.  Ms. 
Van Deventer invoiced the Issuer $80,850 during the financial year ended December 31, 2019, for her 
services as Human Resources and Business Development consultant.  She was appointed director of the 
Company’s wholly-owned subsidiary, PreveCeutical (Australia) Pty. Ltd., on March 12, 2018.  $48,567.50 
was payable to Ms. Van Deventer’s company as at December 31, 2019. 

(6) Appointed as a director of the Company's wholly-owned subsidiary, PreveCeutical (Australia) Pty. Ltd. 
on October 11, 2018. 
 

Share-based awards, option-based awards, and non-equity incentive plan compensation. 
 

The following table sets out details of the value vested or earned during the year ended December 31, 2019 of 
incentive plan awards granted to each director who is not a NEO. The Company has not granted any share-based 
awards or non-equity incentive plan compensation. 
 

Name Option-based awards - Value 
vested during the year(1) 

Non-equity incentive plans compensation 
- value earned during the year 

  ($) ($) 
Dr. Makarand Jawadekar(2) Nil N/A 
Mark Lotz(3) 1,490  N/A 
Keith Anderson(3) 1,490  N/A 
Kimberly Van Deventer(4) Nil N/A 
Paget Hargreaves(5) Nil N/A 

 
Notes: 
(1) The "value vested during the year" is calculated using the closing price of the common shares of the 

Company on the CSE on the vesting date less the respective exercise prices of the options. 
(2) Appointed director on May 19, 2017 
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(3) Appointed director on June 20, 2019 
(4) Appointed director of the Company on May 19,2019 and director of the Company’s wholly-owned 

subsidiary, PreveCeutical (Australia) Pty. Ltd., on March 12, 2018, resigned as director of the Company 
on April 9, 2018. 

(5) Appointed as a director of the Company's wholly-owned subsidiary, PreveCeutical (Australia) Pty. Ltd., 
on October 11, 2018. 

 
None of the directors who are not NEOs exercised any option-based awards during the year ended December 31, 
2019. 

 
MANAGEMENT CONTRACTS 
 
No management functions of the Company or its subsidiaries are to any substantial degree performed by persons 
other than the directors or executive officers of the Company or its subsidiary.  See disclosure under "Executive 
Compensation – Employment Agreements" for further details with respect to specific employment agreements 
with NEOs.  
 
STOCK OPTION PLAN 
 
The Company’s Stock Option Plan is a 10% "rolling" stock option plan.  The underlying purpose of the Stock 
Option Plan is to attract and motivate the directors, officers, employees and consultants of the Company and its 
subsidiaries to advance the interests of the Company by affording such persons with the opportunity to acquire 
an equity interest in the Company through rights granted under the Stock Option Plan.  
 
The material terms of the Stock Option Plan, set out below, are a summary intended as a brief description of the 
Stock Option Plan and is qualified in its entirety by the full text of the Stock Option Plan, which will be available 
for review at the Company's head office located at Suite 2200 - 1177 West Hastings Street, Vancouver, British 
Columbia, V6E 2K3, during business hours. 
 
Eligible Participants 
 

Options may be granted under the Stock Option Plan to directors, senior officers, Employees, Consultants, 
Management Company Employees or a Consultant Company (as such terms are defined in the Stock Option 
Plan) of the Company and its subsidiaries, or an Eligible Charitable Organization (collectively, the "Eligible 
Persons").  The Board of Directors, in its discretion, determines whether to grant options under the Stock Option 
Plan to eligible participants. 
 
Number of Shares Reserved 
 

The number of common shares in the capital of the Company which may be issued pursuant to options granted 
under the Stock Option Plan may not exceed 10% of the issued and outstanding common shares of the Company, 
on a non-diluted basis, at the date the options are granted.  In addition, the number of common shares in the 
capital of the Company which may be issued pursuant to options granted under the Stock Option Plan to any one 
optionee shall not exceed 5% of the total number of issued and outstanding common shares, on a non-diluted 
basis, at the date the options are granted (unless otherwise approved by disinterested Shareholders). 
 
Term of Options 
 

Subject to the termination and change of control provisions noted below, the terms of any option granted under 
the Stock Option Plan are determined by the Board and may not exceed 10 years from the date of the grant. 
 
Exercise Price 
 

The exercise price of options granted under the Stock Option Plan is equal to the greater of the closing market 
prices of the common shares on (i) the trading day prior to the grant date of the options; and (ii) the grant date of 
the options (or such other minimum price as is permitted by the CSE in accordance with its policies, as amended 
from time to time) or, if the common shares are no longer listed on any stock exchange then, the price per 
common share on the over-the-counter market determined by dividing the aggregate sale price of the common 
shares sold by the total number of such shares so sold on the applicable market for the last day prior to the grant 
date. 
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Vesting 
 

All options granted pursuant to the Stock Option Plan will be subject to such vesting requirements as may be 
prescribed by the CSE, if applicable, and will be granted as fully vested, unless a vesting schedule is imposed by 
the Board of Directors as a condition of the grant on the grant date. 
 
Termination of Options 
 

If an Optionee ceases to be an Eligible Person, his or her options shall be exercisable as follows: 
 
Death or Disability 
If the optionee ceases to be an Eligible Person due to his or her death or his or her disability, or in the case of an 
optionee that is a company, the death or disability of the person who provides the management or consulting 
services to the Company or to any entity controlled by the Company, the option then held by the optionee shall 
be exercisable to acquire that number of shares which have been reserved for issuance upon the exercise of a 
vested option, but which has not been issued, as adjusted from time to time in accordance with the provisions of 
the Stock Option Plan (“Vested Unissued Option Shares”) at any time up to the earlier or: 
 

(a) 365 days after the death or disability, and 
(b) the expiry of the options. 
 
Termination for Cause 
If the optionee, or in the case of a Management Company Employee or a Consultant Company, the optionee's 
employer, ceases to be an Eligible Person as a result of termination for cause, as that term is interpreted by the 
courts of the jurisdiction in which the optionee, or, in the case of a Management Company Employee or a 
Consultant Company, of the optionee's employer, is employed or engaged; any outstanding option held by such 
optionee on the date of such termination shall be cancelled as of that date. 
 
Early Retirement, Voluntary Resignation, or Termination other than for Cause 
If the optionee, or, in the case of a Management Company Employee or a Consultant Company, the optionee's 
employer, ceases to be an Eligible Person due to his or her retirement at the request of his or her employer earlier 
than the normal retirement date under the Company's retirement policy then in force, or due to his or her 
termination by the Company other than for cause, or due to his or her voluntary resignation, the option then held 
by the optionee shall be exercisable to acquire Vested Unissued Option Shares at any time up to but not after the 
earlier of the expiry date and the date which is 90 days after the optionee or, in the case of a Management 
Company Employee or a Consultant Company, the optionee's employer, ceases to be an Eligible Person. 
 
Repricing of Stock Options 
 

The Company did not make any downward repricing of stock options during the year ended December 31, 2019.  
 
Securities Authorized for Issuance under Equity Compensation Plans  
 

The following table sets out details of all the Company's equity compensation plans as of December 31, 2019, 
being the end of the Company's most recently completed financial year.  The Company's equity compensation 
plan consists of its Stock Option Plan, which was approved by the Board on September 7, 2016, and approved 
by Shareholders on May 19, 2017.   
 
As at December 31, 2019, the Company had the following options and warrants outstanding and vested: 
 

  OPTIONS WARRANTS TOTAL 
Number of securities to be issues upon exercise 
rights (#) 15,157,840  152,635,350  167,793,190 
Weighted average price ($) 0.07  0.10  0.09  

Number of securities remaining available for future 
issuance under equity compensation plan (#) 24,362,051  14,000,000  38,362,051  

 
As at December 31, 2019, being the date of the Company’s last completed financial year, there were 396,448,905 
common shares issued and outstanding. 
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