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Notice of Disclosure of Non-auditor Review of the Condensed Interim Consolidated Financial Statements for 
the six months ended February 28, 2026.  
 
Pursuant to National Instrument 51-102 Continuous Disclosure Obligations, part 4, subsection 4.3(3)(a) issued by the 
Canadian Securities Administrators, if an auditor has not performed a review of the interim financial statements, they 
must be accompanied by a notice indicating that the interim financial statements have not been reviewed by an auditor. 
 
The accompanying unaudited condensed interim consolidated financial statements of Lobe Sciences Ltd. for the interim 
periods ended February 28, 2026 and 2025 have been prepared in accordance with the International Accounting 
Standard 34 - Interim Financial Reporting as issued by the International Accounting Standards Board and are the 
responsibility of management.  
 
The independent auditors, Davidson & Company LLP, have not performed a review of these condensed interim 
consolidated financial statements. 
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LOBE SCIENCES LTD. 
Condensed Interim Consolidated Statements of Financial Position 
(Expressed in Canadian dollars) 
 

 

February 28, 
2026 

$ 

August 31, 
2025 

$ 
   
ASSETS   
   
Current assets   

Cash 1,071,199 5,854,118 
Prepaid expenses (Note 4) 72,408 745 
Other receivables 20,743 47,500 
Short-term investments (Note 5) 3,889,632 1,686,688 

   Total assets 5,053,982 7,589,051 
   
LIABILITIES AND SHAREHOLDERS’ (DEFICIT) EQUITY   
   
Current liabilities   
   Accounts payable and accrued liabilities (Note 6) 2,463,608 1,982,421 

Income tax payable  238,000 238,000 
Derivative liabilities (Note 8) 191,637 205,105 
   Total current liabilities 2,893,245 2,425,526 

   Non-current liabilities   
   Convertible notes (Note 7) 316,486 273,349 

   Total liabilities 3,209,731 2,698,875 
   
Shareholders’ equity   
   Share capital (Note 9) 34,962,345 34,707,965 

Shares issuable (Note 9) 140,000 – 
Reserves  6,993,445 6,712,183 
Accumulated other comprehensive loss 161,873 189,544 
Deficit  (41,953,214) (39,253,836) 
Non-controlling interest (Note 10) 1,539,802 2,534,320 

   Total shareholders’ equity 1,844,251 4,890,176 
   Total liabilities and shareholders’ equity 5,053,982 7,589,051 
 
Nature of operations and continuance of business (Note 1) 
Subsequent events (Note 14) 
 
Approved and authorized on behalf of the Board of Directors on April 29, 2026 
 

/s/ “Frederick D. Sancilio”  /s/ “Wesley Ramjeet”   
Director  Director   
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LOBE SCIENCES LTD. 
Condensed Interim Consolidated Statements of Loss and Comprehensive Loss 
(Expressed in Canadian dollars, unless otherwise stated) 
 

 

For the 
three months 

ended 

For the 
three months 

ended 

For the 
six months 

ended 

For the 
six months 

ended 
 February 28, February 28, February 28, February 28, 
 2026 2025 2026 2025 
 $ $ $ $ 
Operating expenses     

Advertising 14,035 142 23,482 142 
Consulting fees (Note 6) 511,581 29,618 544,581 229,068 
Directors’ fees (Note 6) 187,667 355,987 362,440 355,987 
General and administrative 80,690 61,786 122,871 135,374 
Insurance 25,972 25,117 47,261 41,084 
Professional fees 129,463 109,149 186,203 267,911 
Research and development 1,133,251 12,923 2,115,338 20,474 
Share-based compensation (Note 6, 9) 303,961 39,549 433,762 226,216 

     Total operating expenses (2,386,620) (634,271) (3,835,938) (1,276,256) 
     Other income (expenses)     
     Accretion (Note 7) (9,237) (71,273) (19,390) (135,116) 

Foreign exchange (loss) gain (4,961) (59,027) 15,779 (120,230) 
Interest expense (Note 7) (7,869) (63,234) (15,860) (122,555) 
Gain on debt settlement – 96,748 – 96,748 
(Loss) gain on change in fair value of 
derivative liabilities (Note 8) (50,453) 28,029 13,468 53,747 
Accounts payable write-off 20,430 – 23,429 – 
Interest income 19,398 – 39,912 – 
Miscellaneous income – – 1,049 – 
Dividend income 33,993 – 89,381 – 
Investment loss (2,750) – – – 
Foreign exchange revaluation loss – – (5,726) – 
     Total other income (expenses) (1,449) (68,757) 142,042 (227,406) 

     Net loss (2,388,069) (703,028) (3,693,896) (1,503,662) 
     Other comprehensive income (expenses)     
     Currency translation adjustment 176,152 22,594 (27,671) 46,087 
     Comprehensive loss (2,211,917) (680,434) (3,721,567) (1,457,575) 
     
Net loss attributable to:     

Shareholders of the Company (1,783,236) – (2,699,378) – 
Non-controlling interest (604,833) – (994,518) – 

Net loss (2,388,069) (703,028) (3,693,896) (1,503,662) 
     Comprehensive loss attributable to:     

Shareholders of the Company (1,543,669) – (2,737,011) – 
Non-controlling interest (668,248) – (984,556) – 

Comprehensive loss (2,211,917) (680,434) (3,721,567) (1,457,575) 
     Loss per share, basic and diluted (0.01) (0.00) (0.01) (0.01) 
     Weighted average shares outstanding, 
basic and diluted 269,487,134 186,367,829 268,336,881 180,000,063 
 



 

The accompanying notes are an integral part of these condensed interim consolidated financial statements 
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LOBE SCIENCES LTD. 
Condensed Interim Consolidated Statements of Changes in Shareholders’ (Deficiency) Equity 
(Expressed in Canadian dollars, except number of shares) 

 
 Share capital       

 
Number of 

shares 
Amount 

$ 

Shares 
issuable 

$ 
Reserves 

$ 

Accumulated 
other 

comprehensive 
income (loss) 

$ 
Deficit 

$ 
NCI 

$ 

Total 
shareholders’ 
(deficiency) 

equity 
$ 

         
Balance, August 31, 2024 171,560,392 30,612,082 – 6,371,728 4,904 (40,103,102) – (3,114,388) 
       –  
Shares issued to settle accounts payable 11,758,399 248,672 355,987 – – – – 604,659 

       –  
Share-based compensation 9,333,333 186,667 – 39,549 – – – 226,216 

       –  
Currency translation adjustment – – – – 46,087 – – 46,087 

       –  
Net loss for the period – – – – – (1,503,662) – (1,503,662) 

       –  
Balance, February 28, 2025 192,652,124 31,047,421 355,987 6,411,277 50,991 (41,606,764) – (3,741,088) 
         
Balance, August 31, 2025 264,149,448 34,707,965 – 6,712,183 189,544 (39,253,836) 2,534,320 4,890,176 
         
Shares issued to settle accounts payable 3,837,686 191,880 – – – – – 191,880 

       –  
Shares issued on exercise of warrants  1,000,000 50,000 – – – – – 50,000 

       –  
Shares issued on vesting of RSUs 500,000 12,500 – (12,500) – – – – 

       –  
Share-based compensation – – 140,000 293,762 – – – 433,762 

       –  
Currency translation adjustment – – – – (27,671) – – (27,671) 

       –  
Net loss for the period – – – – – (2,699,378) (994,518) (3,693,896) 

       –  
Balance, February 28, 2026 269,487,134 34,962,345 140,000 6,993,445 161,873 (41,953,214) 1,539,802 1,844,251 



 

The accompanying notes are an integral part of these condensed interim consolidated financial statements 
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LOBE SCIENCES LTD. 
Condensed Interim Consolidated Statements of Cash Flows 
(Expressed in Canadian dollars) 
 

  
Six months ended 

February 28, 
  2026 2025 
  $ $ 
    
Operating activities    
    Net loss for the period  (3,693,896) (1,503,662) 

    Items not involving cash:    
    Share-based compensation  433,762 226,216 

Accretion expense  19,390 135,116 
Unrealized foreign exchange (loss) gain  (27,671) 46,087 
Interest expense   15,860 122,555 
Gain on change in fair value of derivative liability  (13,468) (53,747) 

    Changes in non-cash operating working capital:    
Other receivables  26,757 4,528 
Prepaid expenses  (71,663) (8,545) 
Accounts payable and accrued liabilities  673,067 421,145 

    Net cash used in operating activities  (2,637,862) (610,307) 
    Investing activities    
    Short-term investments  (2,202,944) – 
    Net cash (used in) provided by investing activities  (2,202,944) 428,916 
    Financing activities    
    Share issued for services  – 248,672 

Issuance of convertible notes  – 180,244 
Warrant exercise  50,000 – 

    Net cash provided by financing activities  50,000 428,916 
    Effect of foreign change rate changes on cash  7,887 (32,095) 
    Change in cash  (4,782,919) (213,486) 
    Cash, beginning of period  5,854,118 237,772 
    Cash, end of period  1,071,199 24,286 
    Supplemental disclosures:    

Interest paid  – – 
Income taxes paid  – – 
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Notes to the Condensed Interim Consolidated Financial Statements 
For the six months ended February 28, 2026 
(Expressed in Canadian dollars, unless otherwise stated) 
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1. NATURE OF OPERATIONS AND GOING CONCERN 

Lobe Sciences Ltd. (the “Company” or “Lobe”) was incorporated under the Business Corporations Act 
(British Columbia) on May 13, 2010. The head office, principal address and registered office of the 
Company are located at 1614-1771 Robson Street, Vancouver, B.C., V6G 3B7. 

The Company’s common shares are listed under the symbol “LOBE” on the Canadian Securities 
Exchange (“CSE”), under the symbol “LOBEF” on the OTCQB, and under the symbol “LOBE.F” on the 
Frankfurt Exchange. 

The Company is a biopharmaceutical company committed to discovering and developing patient-
focused medicines for orphan and rare diseases. The Company commercializes Altemia® MF, a 
medical food designed to manage deficiencies commonly found in sickle cell disease. Additionally, 
through its subsidiary, the Company retains a majority interest in developing Conjugated PsilocinTM in 
neurology and psychiatric indications. Alera Pharma, Inc. remains a wholly owned subsidiary of the 
Company that Lobe may elect to utilize for future activity unrelated to Conjugated PsilocinTM. 

These unaudited condensed interim consolidated financial have been prepared on a going concern 
basis, which assumes that the Company will realize the carrying value of its assets and discharge its 
liabilities in the normal course of business. During the six months ended February 28, 2026, the 
Company incurred a net loss of $3,693,896 and had a working capital surplus of $2,160,737 at February 
28, 2026.  

The Company intends on financing its future development activities and operations from the sale of 
equity securities. There is no assurance that the Company will be able to obtain adequate financing in 
the future or that such financing will be on terms acceptable to the Company. Should the Company be 
unable to continue as a going concern, the financial position, results of operations, and cash flows 
reported in these financial statements may be subject to material adjustments. These financial 
statements do not include any adjustments that might result from the outcome of this uncertainty. 

2. BASIS OF PRESENTATION 
(a) Statement of compliance  

These unaudited condensed interim consolidated financial statements have been prepared in 
accordance with IAS 34 Interim Financial Reporting and do not include all the information required 
of full annual financial statements. These condensed interim consolidated financial statements are 
intended to provide users with an update in relation to events and transactions that are significant 
to an understanding of the changes in financial position and performance of the Company since 
the end of the last annual reporting period. It is therefore recommended that these condensed 
interim consolidated financial statements be read in conjunction with the annual audited 
consolidated financial statements of the Company for the year ended August 31, 2025, which have 
been prepared in accordance with Internation Financial Reporting Standards as issued by the 
International Accounting Standards Board (“IFRS Accounting Standards”). The accounting policies 
applied in preparation of these condensed interim consolidated financial statements are consistent 
with those applied and disclosed in Note 3 of the Company’s audited consolidated financial 
statements for the year ended August 31, 2025.  

(b) Basis of presentation 

The condensed interim consolidated financial statements have been prepared on a historical cost 
basis, except for certain financial instruments which are measured at their fair value as set out in 
the accounting policies in Note 3 of the audited consolidated financial statements for the year ended 
August 31, 2025. In addition, except for cash flow information, these financial statements have 
been prepared using the accrual method of accounting.  

The condensed interim consolidated financial statements are presented in Canadian dollars.  



LOBE SCIENCES LTD. 
Notes to the Condensed Interim Consolidated Financial Statements 
For the six months ended February 28, 2026 
(Expressed in Canadian dollars, unless otherwise stated) 
(Unaudited) 
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2. BASIS OF PRESENTATION (continued) 
(c) Basis of consolidation and functional currency 

These financial statements include the financial statements of the Company and subsidiaries 
controlled by the Company. Control is based on whether an investor has power over the investee, 
exposure or rights to variable returns from its involvement with the investee, and the ability to use 
its power over the investee to affect the amount of returns. Subsidiaries are included in the financial 
statements from the date control commences until the date control ceases. 

Non-controlling interests in the net assets are identified separately from the Company’s deficiency. 
The non-controlling interest consists of the non-controlling interest as at the date of the original 
acquisition plus the noncontrolling interest’s share of changes in equity or deficiency since the date 
of acquisition. 

A summary of the Company’s subsidiaries included in these financial statements as at February 
28, 2026 is as follows: 

Name of subsidiary 
Country of 

incorporation 
Percentage 
ownership 

Functional 
currency 

Eleusian Biosciences Corp. Canada 100% CAD 
Applied Lipid Technologies, Inc. (1) United States 100% USD 
Alera Pharma Inc. (2) United States 100% CAD 
Cynaptec Pharmaceuticals Inc. (3) United States 64% USD 

(1) Formerly Altemia, Inc., was acquired on April 17, 2023. 
(2) Alera Pharma Inc. was incorporated on August 21, 2024. 
(3) Cynaptec Pharmaceuticals Inc. was incorporated as a wholly owned subsidiary on February 5, 2025. On 

April 11, 2025, the Company sold a portion of its interest, reducing its ownership to 64% 

All intercompany balances, and transactions have been eliminated on consolidation.  

The Company’s functional currency, being the currency of the primary economic environment in 
which the Company operates, is the Canadian dollar. The functional currency of the Company’s 
subsidiaries are reflected in the table above. Transactions denominated in foreign currencies are 
translated using the exchange rate in effect on the transaction date or at an average rate. Monetary 
assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange in 
effect at the statement of financial position date. Non-monetary items are translated using the 
historical rate on the date of the transaction. Foreign exchange gains and losses are included in 
the consolidated statements of loss and comprehensive loss.  

(c) Recent Accounting Pronouncements 

IFRS 18 – Presentation and Disclosure in Financial Statements 

In April 2024, the IASB issued IFRS 18, which replaces IAS 1 and introduces new requirements for 
presentation and disclosure in financial statements, including specified subtotals in the statement 
of profit or loss and enhanced disclosure of management-defined performance measures. IFRS 18 
is effective for annual reporting periods beginning on or after January 1, 2027, with early application 
permitted. The Company is currently assessing the impact of this standard on its financial 
statements. 

Amendments to IFRS 9 and IFRS 7 – Financial Instruments 

On May 30, 2024, the IASB issued amendments to IFRS 9 and IFRS 7 relating to classification and 
measurement of financial instruments and enhanced disclosure requirements. The amendments 
are effective for annual reporting periods beginning on or after January 1, 2026.  

The Company is currently evaluating the impact of these amendments. 
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Notes to the Condensed Interim Consolidated Financial Statements 
For the six months ended February 28, 2026 
(Expressed in Canadian dollars, unless otherwise stated) 
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3. USE OF ESTIMATES AND JUDGMENTS 
The preparation of these condensed interim consolidated financial statements in conformity with 
IFRS requires management to make judgments, estimates and assumptions that affect the 
application of accounting policies and reported amounts of assets, liabilities, revenues and 
expenses. By their nature, estimates are subject to measurement uncertainty and changes in such 
estimates in future periods could require a material change in the financial statements. Accordingly, 
actual results may differ from these estimates. Estimates and underlying assumptions are reviewed 
on an ongoing basis. Revisions to accounting estimates are recognized in the period in which the 
estimate is revised and in any future periods affected.  

Significant assumptions about the future and other sources of estimation and judgment uncertainty 
that management has made at the end of the reporting period, that could result in a material 
adjustment to the carrying amounts of assets and liabilities in the event that actual results differ 
from assumptions made, relate to: 

Functional Currency 

The functional currency for each of the Company’s subsidiaries is the currency of the primary 
economic environment in which the respective entity operates. The functional currency 
determinations were conducted through an analysis of the consideration factors identified in IAS 
21 The Effects of Changes in Foreign Exchange Rates. Such determination involves certain 
judgements to identify the primary economic environment in which the respective entity operates. 
The Company reconsiders the functional currency of its subsidiaries if there is a change in events 
and/or conditions which determine the primary economic environment. 

Fair value of financial instruments 

The fair value attributed to financial instruments, including derivative liabilities, is determined using 
valuation techniques that require the use of significant judgement and estimates. Management 
applies judgement in selecting appropriate valuation models and in making assumptions to 
determine (i) the allocation of values to the individual components of financial instruments at the 
time of issuance, (ii) the fair value of financial instruments that are subsequently measured at fair 
value on a recurring basis, and (iii) the fair value disclosures of financial instruments measured at 
amortized cost. 

These valuation techniques incorporate inputs that are not observable in active markets, and as a 
result, the estimated fair values may differ significantly from actual results due to the inherent 
uncertainty in estimating the fair value of these instruments. 

Convertible instruments  

Convertible notes are compound financial instruments which are accounted for separately by their 
components: a financial liability and a derivative liability. The derivative liability, which represents 
the conversion option is initially measured at fair value using the probability weighted expected 
return method. The financial liability, which represents the obligation to pay the principal and 
coupon interest on the convertible notes in the future, is initially measured using the residual 
method as principal amount of the debt obligation less the initial fair value of the derivative liability 
at issuance. 

The identification of convertible note components is based on interpretations of the substance of 
the contractual arrangement and therefore requires judgement from management. The separation 
of the components affects the initial recognition of the convertible notes at issuance and the 
subsequent recognition of accretion on the liability component. The determination of the fair value 
of the derivative liability is based on a number of assumptions as the Company utilizes the 
probability weighted expected return method for this measurement. The use of this model requires 
management to make various estimates and assumptions that impact the value assigned to the 
derivative liability including the probability of future events, the event timing and future exchange 
rates.  Changes in these assumptions can significantly affect the fair value estimate. 
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For the six months ended February 28, 2026 
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3. USE OF ESTIMATES AND JUDGMENTS (continued) 
Carrying Value of Property and Equipment  

The Company assesses impairment of non-financial assets such as property and equipment. In 
assessing impairment, management estimates the recoverable amount of each asset or cash 
generating unit (“CGU”) based on expected future cash flows. When measuring expected future 
cash flows, management makes assumptions about future growth of profits which relate to future 
events and circumstances. Actual results could vary from these estimated future cash flows. 
Estimation uncertainty relates to assumptions about future operating results and the application of 
an appropriate discount rate.  

Long-lived assets are reviewed for impairment by determining the recoverable amount of each 
CGU or groups of CGUs to which the long-lived assets relate. Management estimates the 
recoverable amount of the CGUs based on the higher of value-in-use (“VIU”) and fair value less 
costs of disposal (“FVLCD”). The VIU calculations are based on expected future cash flows. When 
measuring expected future cash flows, management makes key assumptions about future growth 
of profits which relate to future events and circumstances. Estimation uncertainty relates to 
assumptions about future operating results and the application of an appropriate discount rate. 
Actual results could vary from these estimates which may cause significant adjustments to the 
Company’s long-lived assets in subsequent reporting periods. 

Share-based payment transactions  

The Company uses the Black-Scholes Option Pricing Model to estimate the fair value of options 
and warrants. This model requires the input of subjective assumptions including expected share 
price volatility, expected lives, and forfeiture rate. Changes in the input assumptions can materially 
affect the fair value estimate and the Company’s loss and comprehensive loss.  

4. PREPAID EXPENSES 
 February 28, August 31, 
 2026 2025 
 $ $ 
   Prepaid expenses  72,408 745 
    72,408 745 

Prepaid expenses consist primarily of a 12-month prepaid marketing services arrangement, with 
$50,000 remaining to be expensed over the term of the contract. The remaining balance includes 
retainers for professional services, comprising legal $6,746, capital markets advisory $2,100 and 
laboratory services $7,857, as well as prepaid listing and regulatory fees of $5,705. These amounts are 
expensed over their respective service periods as the related services are rendered. 

5. SHORT-TERM INVESTMENTS 
Short-term investments consist of amounts held in government money market funds and certificate of 
deposit accounts. The Company determined the investments do not qualify as cash equivalents under 
IAS 7 Statement of Cash Flows.  

6. RELATED PARTY TRANSACTIONS AND BALANCES 
Key management compensation 

Key management personnel include those who have the authority and responsibility of planning, 
directing and executing the activities of the Company. Key management includes directors of the 
Company, Chief Executive Officer, Executive Chairman, Chief Financial Officer, Chief Science Officer, 
Chief Operating Officer, Regulatory advisor and former Executive Chairman. Other than the amounts 
disclosed below, there was no other compensation paid or payable to key management for employee 
services for the reported periods.  
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6. RELATED PARTY TRANSACTIONS AND BALANCES (continued) 
A summary of the Company’s related party transactions are as follows: 

Six Months ended February 28, 
 2026 2025 

 $ $ 
Consulting fees 874,271 123,732 
Directors’ fees 362,440 355,988 
Share-based compensation 238,527 186,667 
  1,475,528 666,387 

A summary of the Company's consulting fees paid to related parties are as follows: 

Six Months ended February 28, 
 2026 2025 

 $ $ 
Chief Executive Officer Executive Chairman  242,697 – 
Company controlled by the CEO 23,153 – 
Significant shareholder 393,465 – 
Chief Financial Officer 33,000 – 
Former Chief Financial Officer 66,000 48,000 
Chief Science Officer  25,994 – 
Regulatory advisor  89,962 75,732 
 874,271 123,732 

A summary of amounts due to related parties contained within accounts payable and accrued liabilities 
are as follows: 

 February 28, August 31, 
  2026 2025 
  $ $ 
Chief Executive Officer 608,272 – 
Former Chief Executive Officer 60,463 60,532  
Former Chief Operating Officer 13,680 13,652  
Chief Science Officer – 2,068  
Chief Financial Officer 11,550 – 
Chief Executive Officer - Applied 369,552 – 

Company controlled by the CEO 6,246 – 

Regulatory Advisor  257,795 – 

Significant shareholder 6,729 – 

Former Chief Financial Officer 11,550 16,800  
Directors 277,166 175,156 
Former President – 37,647  
 1,623,003 305,855 
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7. CONVERTIBLE NOTES 
A summary of the Company’s convertible notes are as follows: 

  $ 
Balance, August 31, 2025  273,349  
Interest  15,860  
Accretion  19,390  
Foreign exchange loss  7,887  
Balance, February 28, 2026  316,486  

On May 15, 2024, the Company issued convertible notes (the "AP Settlement Convertible Notes") to 
settle a total outstanding accounts payable amount of $1,462,772 (US$1,072,609) with four individual 
note holders. The AP Settlement Convertible Notes bear interest at 10% per annum and mature on 
May 15, 2027. The AP Settlement Convertible Notes are convertible upon a change of control or upon 
listing the Company's common shares on the ASX or another recognized securities exchange in the 
United States or Australia before maturity at the greater of $0.024 or the initial public offering share 
price if applicable.  

The fair value of the liability components of the AP Settlement Convertible Notes was determined using 
the rate of interest that would apply to an identical financial instrument without the conversion option. 
As a result, a total fair value of $899,974 was allocated to their liability components, and $562,742 was 
allocated to their derivative liability components, which represent their conversion features.  

During the year ended August 31, 2025, the Company converted $1,173,577 (US$843,643) of the 
convertible notes into common shares. As at February 28, 2026, $318,510 (US$228,966) of the 
convertible notes remain outstanding. 

During the six months ended February 28, 2026, the Company incurred accretion expense of $19,390 
(2025 – $75,027) and interest expense of $15,860 (2025 - $81,114). As at February 28, 2026, the 
carrying value of the convertible notes was $316,486.  

8. DERIVATIVE LIABILITIES 
The embedded conversion options of the Company’s related party convertible debentures described in 
Note 7 contain conversion features that qualify for embedded derivative classification. The fair value of 
these liabilities will be re-measured at the end of every reporting period and the change in fair value 
will be reported in the statement of operations as a gain or loss on derivative financial instruments. A 
summary of the Company’s derivative liabilities are as follows: 

 $ 
Balance, August 31, 2024 603,724 

Gain on change in fair value of derivative conversion feature 370,412 
Settlement of conversion feature (769,031) 

Balance, August 31, 2025 205,105 
Gain on change in fair value of derivative conversion feature (13,468) 

Balance, February 28, 2026 191,637  

The Company uses Level 3 inputs for its valuation methodology for the embedded conversion option 
liabilities as their fair values were determined by using the Black-Scholes option pricing model based 
on various assumptions. Significant changes in any of these inputs in isolation would result in a 
significant change in the fair value measurement. As required, these are classified based on the lowest 
level of input that is significant to the fair value measurement.  
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8. DERIVATIVE LIABILITIES (continued) 
The Company remeasured the fair value of the conversion option using the Black-Scholes option pricing 
model as at February 28, 2026 and recorded a loss of $13,468 (2025 - $53,747) in the consolidated 
statements of loss and comprehensive loss. The fair value of the derivative liability was determined 
using the Black-Scholes option pricing model with the following assumptions as at February 28, 2026 
(Aug 31, 2025): stock price $0.06 ($0.05); exercise price $0.024 ($0.024); expected life 1.21 years (1.7 
years); volatility 225% (243%); risk-free rate 2.31% (2.64%). 

9. SHARE CAPITAL AND RESERVES 
(a) Authorized 

The Company is authorized to issue an unlimited number of common shares and preferred shares 
with no par value.  

(b) Issued 
Share capital transactions during the six months ended February 28, 2026: 

• On September 24, 2025, the Company issued 500,000 common shares to a consultant in relation 
to vested restricted share units (“RSUs”). 

• On September 25, 2025, the Company issued 1,000,000 common shares for proceeds of 
$50,000 pursuant to the exercise of 1,000,000 warrants. 

• On October 16, 2025, the Company issued 3,837,686 common shares to company controlled by 
the CEO of the Company to settle accounts payable of $191,884.  

Share capital transactions during the six months ended February 28, 2025: 

• On November 13, 2024, the Company issued 10,828,400 common shares to an officer and a 
company controlled by the CEO, to settle accounts payable of $216,568. 

• On December 13, 2024, the Company issued 850,000 common shares to a former director and 
officer  of the Company, to settle accounts payable of $17,000.  

• On January 29, 2025, the Company issued 9,413,333 common shares to directors and officers 
of the Company to settle accounts payable of $188,267. 

(c) Shares Issuable  
On September 1, 2024, the Company entered into a board compensation agreement to issue 
7,000,000 common shares to each of four directors with a fair value of $0.02 per share, totaling 
28,000,000 common shares, vesting in three tranches on September 1, 2024, 2025, and 2026. On 
February 4, 2025, the Company issued 9,333,333 common shares in connection with the first 
tranche. A director forfeited their remaining unvested shares prior to the vesting of the second 
tranche. On September 1, 2025, 7,000,000 common shares vested in connection with the second 
tranche. As at February 28, 2026, the 7,000,000 common shares remain issuable.  

During the six months ended February 28, 2026, the Company recognized share-based 
compensation expense of $35,096 (2025 - $138,082), with respect to the compensation shares. 
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9. SHARE CAPITAL AND RESERVES (continued) 
(d) Share purchase warrants 

A summary of the Company’s share purchase warrant activity are as follows: 

  Number of warrants 
Weighted Average 

Exercise Price 
  $ 
Balance, August 31, 2025 42,890,470 0.04 

Exercised (1,900,000) 0.05 
Balance, August 31, 2025 40,990,470 0.04 

Exercised (1,000,000) 0.05 
Expired (26,982,800) 0.05 

Balance, February 28, 2026 13,007,670 0.05  

A summary of the Company’s outstanding share purchase warrants as at February 28, 2026 are 
as follows: 

Expiry Date February 28, 2026 
Exercise 

price 

Weighted 
average 

remaining life 
May 15, 2027 12,174,337 0.05 1.21 
June 16, 2027 833,333 0.05 1.30 
Total 13,007,670 0.05 1.22 

(e) Performance warrants 
On May 18, 2018, the Company issued 776,000 non-transferable performance warrants (each a 
“Performance Warrant”). Each Performance Warrant is exercisable into one common share of the 
Company at an exercise price of $2.10. 

A summary of the Company’s outstanding Performance Warrants as at February 28, 2026 is as 
follows: 

Expiry Date 

Number of 
Performance 

Warrants 
outstanding 

Number of 
Performance 

Warrants 
exercisable 

Weighted 
average 

exercise price 

Weighted 
average 

remaining 
years 

May 18, 2026 776,000 776,000 $      2.10 0.22 

(f) Share purchase options 
The Company has adopted a share purchase option plan (the "Plan") for its directors, officers, 
employees and consultants to acquire common shares of the Company at a price determined by 
the fair market value of the shares at the date immediately preceding the date on which the option 
is granted. The terms and conditions of the share purchase options are determined by the Board 
of Directors. The cumulative available incentive awards to be issued under the share purchase 
option plan, restricted share unit plan (the “RSU Plan”) and a deferred share unit plan (the “DSU 
Plan”) will not exceed 30% of the aggregate issued and outstanding common shares of the 
Company, with no one individual being granted more than 5% of the issued and outstanding 
common shares. In addition, the exercise price and the term of share purchase options granted 
under the Plan will not be lower than the exercise price and  will have a maximum term as permitted 
by the Canadian Securities Exchange. 
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9. SHARE CAPITAL AND RESERVES (continued) 
(f) Share purchase options (continued) 

A summary of the Company’s share purchase options activity are as follows: 

  Number of  
Options 

Weighted 
Average 

Exercise Price 
  $ 
Balance, August 31, 2024 8,003,143 0.14 

Granted 6,000,000 0.05 
Expired (125,000) 0.60 
Cancelled (5,878,143) 0.13 

Balance, August 31, 2025 and February 28, 2026 8,000,000 0.06 

A summary of the Company’s outstanding share purchase options as at February 28, 2026 is as 
follows: 

Expiry date 

Number of 
Options 

Outstanding 

Number of 
Exercisable 

Options 
Exercise 

price 

Weighted 
Average 

Remaining 
Years 

   $  
May 23, 2026 500,000 250,001 0.18 0.23 
June 13, 2026 500,000 300,000 0.05 0.29 
June 30, 2026 500,000 400,000 0.05 0.40 
July 25, 2026 500,000 200,000 0.06 0.33 
July 15, 2027 6,000,000 4,500,000 0.05 1.38 
 8,000,000 5,850,001 0.06 1.11 

During the six months ended February 28, 2026, Company recognized share-based compensation 
expense of $111,015 (2025 - $Nil), with respect to the vesting of share purchase options.   

(g) Restricted share unit plan and deferred share unit plan 
On May 28, 2021, the Company adopted a restricted share unit plan (the “RSU Plan”) and a 
deferred share unit plan (the “DSU Plan”). In addition, the Company increased the cumulative 
available incentive awards to be issued under the share purchase option plan, the RSU Plan and 
the DSU Plan to 15% of the aggregate issued and outstanding common shares of the Company. 
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9. SHARE CAPITAL AND RESERVES (continued) 
(g) Restricted share unit plan and deferred share unit plan (continued) 

A summary of the Company’s RSU activity is as follows: 

  Number of 
RSUs 

Weighted 
Average Issue 

Price  
  $ 
Balance, August 31, 2024 11,031,250 0.04 

Forfeited (2,543,749) 0.03 
Granted 8,500,000 0.03 
Expired (270,834) 0.69 

Balance, August 31, 2025 16,716,667 0.02 
Issued (500,000) 0.03 
Forfeited (3,500,000) 0.04 
Granted 23,500,000 0.05 

Balance, February 28, 2026 36,216,667 0.04 
   RSUs outstanding and issuable 15,050,000 0.03 

A summary of the Company’s RSUs outstanding as at February 28, 2026 are as follows: 

Grant Date 
RSUs 

Outstanding 
RSUs Vested  

and Issued 
Exercise  

price 
Remaining 

life 
   $  
June 30, 2023 2,450,000 2,450,000 0.03 0.33 
April 17, 2024 8,100,000 8,100,000 0.02 2.17 
January 1, 2025 1,166,667 1,166,667 0.03 2.93 
January 15, 2025 1,000,000 1,000,000 0.03 3.17 
January 17, 2025 500,000 500,000 0.03 3.17 
June 1, 2025 3,000,000 – 0.03 4.25 
August 15, 2025 1,000,000 – 0.06 3.46 
August 19, 2025 1,000,000 500,000 0.05 3.47 
September 1, 2025 4,000,000 1,333,333 0.05 3.51 
October 1, 2025 3,500,000 – 0.06 3.59 
December 1, 2025 5,000,000 – 0.04 3.76 
January 1, 2026 3,500,000 – 0.05 3.84 
February 26, 2026 2,000,000 – 0.06 4.00 
 36,216,667 15,050,000 0.04 3.14 

During the six months ended February 28, 2026, the Company recognized share-based 
compensation expense of $287,651 (2025 - $41,857), with respect to RSUs. 
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9. SHARE CAPITAL AND RESERVES (continued) 
(g) Restricted share unit plan and deferred share unit plan (continued) 

A summary of Company’s DSU activity is as follows: 

  Number of 
DSUs 

Weighted 
Average Issue 

Price  
  $ 
Balance, August 31, 2024 623,339 0.08 

Forfeited (4,166) 0.42 
Expired (16,670) 0.69 

Balance, August 31, 2025 602,503 0.06 
Issued (92,501) 0.24 

Balance, February 28, 2026 510,002 0.03 
   DSUs outstanding and issuable 510,002 0.03 

A summary of the Company’s DSUs outstanding as at February 28, 2026 are  as follows: 

Grant Date 
DSUs 

Outstanding 
DSUs Vested 

and Issued 
Exercise 

price 
Remaining 

life 
   $  
May 31, 2022 6,668 6,668 0.06 0.25 
August 31, 2022 3,334 3,334 0.10 0.50 
June 30, 2023 500,000 500,000 0.03 0.33 
 510,002 510,002 0.03 0.33 

During the six months ended February 28, 2026, the Company recognized share-based 
compensation expense of $Nil (2025 -recovery of $2,308), with respect to DSUs. 

10. NON-CONTROLLING INTERESTS 
The net change in non-controlling interests is as follows: 

 

Cynaptec 
Pharmaceuticals 

Inc. 
(36% NCI) 

 $ 
Balance, August 31, 2024 – 

Recognition of NCI  2,968,272 
NCI share of net loss (433,952) 

Balance, August 31, 2025 2,534,320 
NCI share of net loss (994,518) 

Balance, February 28, 2026 1,539,802 
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11. FINANCIAL RISK  
The Company examines its various financial risks to which it is exposed and assesses the impact and 
likelihood of occurrence. The risks may include credit risk, currency risk, liquidity risk and interest rate 
risk. The Company’s risk management program strives to evaluate the unpredictability of financial 
markets and its objective is to minimize the potential adverse effects of such risks on the Company’s 
financial performance, where financially feasible to do so.  

When deemed material, these risks are monitored by the Company’s finance group, and are regularly 
discussed with the Board of Directors. 

(a) Credit risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and 
cause the other party to incur a financial loss.  Financial instruments that potentially subject the 
Company to a concentration of credit risk consist primarily of cash, short-term investments, and 
other receivables. The Company limits its exposure to credit loss by placing its cash with high credit 
quality financial institutions. Management monitors the amount of credit extended to the parties for 
expense recoveries. The carrying amounts of cash, investments, and other receivables represent 
the maximum credit exposure. 

(b) Liquidity risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they 
fall due. The Company currently settles its financial obligations out of cash. The ability to do this 
depends on the Company raising debt or equity financing in a timely manner and by maintaining 
sufficient cash in excess of anticipated needs. There can be no assurance of continued access to 
equity funding. As at February 28, 2026, the Company had a cash balance of $1,071,199 (August 
31, 2025 – $5,854,118), short-term investments of $3,889,632 (August 31, 2025 - $1,686,688) and 
current liabilities of $2,816,816 (August 31, 2025 - $2,425,526). The Company’s current cash and 
short term investments are sufficient to settle its current liabilities for the next twelve months. 

(c) Foreign exchange rate risk 

Foreign exchange risk arises on financial instruments that are denominated in a currency other 
than the functional currency in which they are measured. The Company is exposed to foreign 
exchange risk from fluctuations in United States dollars and Australian dollars. The Company does 
not use derivative instruments to reduce its exposure to foreign exchange risk. 

A summary of the Company’s financial assets and liabilities that are denominated in United States 
dollars, Euros and Australian dollars as at February 28, 2026 is as follows: 

  USD EUR AUD 
 $ $ $ 

Financial assets    
Cash 760,780 – – 

Total financial assets 760,780 – – 
    

Financial liabilities    
Accounts payable and accrued liabilities 913,206 22,046 17,409 
Convertible notes 220,713 – – 

Total financial liabilities 1,133,919 22,046 17,409 
    
Net financial liabilities (373,139) (22,046) (17,409) 

A 10% increase or decrease in the United States dollar, the Australian dollar, and the Euro against 
the Canadian dollar, would result in an impact on profit or loss of $41,259.  
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11. FINANCIAL RISK (continued) 
(d) Interest rate risk 

Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market 
interest rates. The Company is not exposed to interest rate risk since its financial instruments are 
not subject to variable interest rates. 

(e) Fair value 

The Company classifies and subsequently measures its cash, short-term investments, deposits 
(included in prepaid expenses and deposits), accounts payable and accrued liabilities and 
convertible notes at amortized cost.  

Financial assets and liabilities are classified in the fair value hierarchy according to the lowest level 
of input that is significant to the fair value measurement. Assessment of the significance of a 
particular input to the fair value measurement requires judgement and may affect placement within 
the fair value hierarchy levels. The hierarchy is as follows: 

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities. 

Level 2: Inputs other than quoted prices that are observable for the asset or liability either directly 
or indirectly. 

Level 3: Inputs that are not based on observable market data (unobservable inputs). 

The carrying amounts of cash, short-term investments, prepaid expenses, accounts payable and 
accrued liabilities and convertible notes approximate their respective fair values due to the short-
term nature of these instruments or market rates used in their valuation 

12. CAPITAL MANAGEMENT 
The Company manages its capital to maintain its ability to continue as a going concern and to provide 
returns to shareholders and benefits to other stakeholders. The capital structure of the Company 
consists of all components of shareholders’ equity. The Company manages its capital structure and 
makes adjustments to it in light of changes to economic conditions with the objective to maintain 
adequate levels of funding to support current operations including corporate and administrative 
functions to support operations. The Company, upon approval from its Board of Directors, will balance 
its overall capital structure through new share issues or by undertaking other activities as deemed 
appropriate under the specific circumstances. The Company is not subject to externally imposed capital 
requirements. 

13. SEGMENTED INFORMATION 
The Company operates in one reportable segment, being the biopharmaceutical development of new 
medicines. 

14. SUBSEQUENT EVENT 
On April 20, 2026 the Company closed a non-brokered private placement offering of 14,615,384 
common shares in the capital of the Company at a price of $0.065 per common share, for aggregate 
gross proceeds of approximately $950,000. 

 


