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INDEPENDENT AUDITOR’S REPORT 

 

To the Shareholders and Board of Directors of  

Neural Therapeutics Inc.  
 

Opinion 
 
We have audited the financial statements of Neural Therapeutics Inc. (the "Company"), which comprise the statements of financial 
position as at July 31, 2023, and the statement of loss and comprehensive loss, changes in shareholders’ equity (deficiency), and 
cash flows for the year then ended, and notes to the financial statements, including a summary of significant accounting policies 
and other explanatory information. 

 
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Company 
as at July 31, 2023, and its financial performance and its cash flows for the year then ended in accordance with International 
Financial Reporting Standards ("IFRS"). 
 

Basis of Opinion 
 

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

Material Uncertainty Related to Going Concern 
 

We draw attention to note 1 to the financial statements, which indicates that the Company incurred a net loss during the year 
ended July 31, 2023 and, as of that date, the Company's current liabilities exceeded its total assets. 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 Matter 
 

The financial statements of the Company for the year ended July 31, 2022, were audited by another auditor who expressed an 
unmodified opinion on those statements on March 14, 2023. 
 

Other Information 
 

Management is responsible for the other information. The other information comprises: 

 
• Management's Discussion and Analysis. 

 

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

 
In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so, consider 
whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the audit or 
otherwise appears to be materially misstated. If, based on the work we have performed, we conclude that there is a material 
misstatement   of this other information, we are required to report that fact. We have nothing to report in this regard. 
 

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRS, and for 
such internal control as management determines is necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
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In preparing the financial statements, management is responsible for assessing the Company's ability to continue as a going 
concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless 
management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so. 

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

Auditor's Responsibilities for the Audit of the Financial Statements 
 

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

 
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also: 

 
• Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design 

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

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

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

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

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

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

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

 

DNTW Toronto LLP 
November 23, 2023 Chartered Professional Accountants 
Toronto, Ontario Licensed Public Accountants 
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       Approved on behalf of the Board: 
  

    

  /s/ “Ian Campbell”    /s/ “John Durfy”  

 Ian Campbell, Director   John Durfy, Director  

 
The accompanying notes are an integral part of these financial statements 
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1. Nature of operations and going concern 

 
Neural Therapeutics Inc. (“Neural” or the “Company") is a private company incorporated in the Province of Ontario 
on June 2, 2020 under the Ontario Business Corporations Act. Neural is an ethnobotanical drug-
discovery/development company focused on developing products and conducting research with psychoactive plants. 
The Company is domiciled in Canada and its registered and records office is located at 77 King Street West, Suite 
2905, Toronto, Ontario, M5K 1H1, Canada. 
 
The initial focus of the Company will be the San Pedro (Echinopsis pachanoi or Trichocereus pachanoi), a cactus 
containing mescaline. The Company is working to identify where plant-based traditional-medicine has proven to be 
effective and capitalize on the development of a path to market in both Pharmaceutical (use of Mescaline) and 
Nutraceutical (where Mescaline is absent). 
 
Effective November 8, 2021, the Company changed its name from “Psychedelic Science Corp." to “Neural 
Therapeutics Inc." 

 

As at July 31, 2023, the Company had working capital deficiency of $122,555 (July 31,2022 – working capital 
deficiency of $9,466), had accumulated losses of $3,470,712 (July 31, 2022 - $2,394,605), and expects to incur further 
losses in the development of its business, all of which describe the material uncertainties that cast significant doubt 
upon the Company’s ability to continue as a going concern. The ability of the Company to continue as a going concern 
is dependent on its ability to obtain further funding, manage cash flows, and restructure borrowings. There is a 
significant uncertainty as to whether the Company will be able to continue as a going concern and therefore, whether 
it will continue its normal business activities and realize its assets and extinguish its liabilities in the normal course of 
business and at the amounts stated in the financial statements. These financial statements do not include adjustments 
relating to the recoverability and classification of recorded assets or to the amounts and classification of liabilities that 
might be necessary should the Company not continue as a going concern which could be material. 

 
These financial statements do not reflect adjustments to the carrying values of assets and liabilities that would be 
necessary if the Company were unable to continue as a going concern and achieve profitable commercial operations 
and/or obtain adequate financing and support from its shareholders and trade creditors. 
 
On May 23, 2023 the Company became an unlisted reporting issuer in the Provinces of British Columbia, Alberta and 
Quebec, pursuant to a plan of arrangement (the “Plan of Arrangement”) between the Company and Vertical Peak 
Holdings Inc. (formerly High Fusion Inc.) ("Vertical Peak”), more particularly described in the management 
information circular of Vertical Peak available on Vertical Peak's profile on www.sedarplus.ca.  
 
If the going concern assumption was not appropriate for these financial statements, adjustments would be necessary 
to the carrying values of assets and liabilities, net and comprehensive loss, and statements of financial position 
classifications used. Such adjustments could be material. 
 

2. Basis of preparation 
 

2.1 Statement of compliance 
 

These financial statements have been prepared in accordance with International Accounting Standards (“IFRS”) as 
issued by the International Accounting Standards Board (“IASB”) and the International Financial Reporting Standards 
Committee (“IFRIC”). 
 
These financial statements were reviewed, approved and authorized for issuance by the Company’s Board of Directors 
on November 23, 2023. 

 
2.2 Basis of measurement 

These financial statements have been prepared on the historical cost basis. Historical cost is generally based on the 
fair value of the consideration given in exchange for assets and services. In addition, these financial statements have 
been prepared using the accrual basis of accounting, except for cash flow information.  

 On June 2, 2020, the Company acquired all the outstanding shares of Kruzo LLC (“Kruzo”), a private company, was 
incorporated in State of Nevada, and Kruzo became the wholly owned subsidiary of the Company. During the year 
ended July 31, 2023 and 2022, there were not business activities in Kruzo.   
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2.3 Functional and presentation currency 
 

The financial statements are presented in Canadian dollars unless otherwise noted. The functional currency of the 
Company is the Canadian dollar.  

 

2.4 Significant accounting policies 
 

Business combinations 
 

Acquisitions of businesses are accounted for using the acquisition method. At the acquisition date, the identifiable 
assets acquired, and the liabilities assumed are recognized at their fair value, except deferred tax assets or liabilities, 
which are recognized and measured in accordance with IAS 12 – Income Taxes. Subsequent changes in fair values 
are adjusted against the cost of acquisition if they qualify as measurement year adjustments. The measurement year 
is the year between the date of the acquisition and the date where all significant information necessary to determine 
the fair values is available and cannot exceed 12 months. All other subsequent changes are recognized in the 
statements of loss and comprehensive loss.  
 
The Company measures all assets acquired and liabilities assumed at their acquisition-date fair values. Acquisition-
related costs are recognized as expenses in the periods in which the costs are incurred and the services are received 
(except for the costs to issue debt or equity securities which are recognized according to specific requirements). The 
excess of the aggregate of (a) the consideration transferred to obtain control, the amount of any non- controlling 
interest in the acquire over (b) the net of the acquisition-date amounts of the identifiable assets acquired and the 
liabilities assumed, is recognized as goodwill as of the acquisition date. 
 
Kruzo did not constitute a business as defined under IFRS 3 – business combination at the time of the Transaction 
and is therefore not within the scope of IFRS 3 and IFRS 2 applied. According to IFRS 2, any difference in the fair 
value of the consideration paid and the fair value of the net assets acquired was recognized as an expense.  
 

Valuation of equity units issued  
 
When the Company issues equity units that include both common shares and share purchase warrants, the proceeds 
from the issuance of equity units are allocated between the common shares and common share purchase warrants 
on a pro-rated basis using the relative fair values of common shares and common share purchase warrants.  
 
The fair value of the common shares is determined using the share price at the date of the issuance of the units. The 
fair value of the share purchase warrants is determined using the Black-Scholes valuation model. 
 
Share-based payments 
  
Equity-settled share-based payments are measured at the fair value of the stock options at the grant date and 
recognized in expense over the vesting periods. Share-based payments to non-employees are measured at the fair 
value of goods or services received or the fair value of the equity 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 corresponding amount is recorded to the share-based payment reserve. 
 
The fair value of options is determined using the Black–Scholes option pricing model which incorporates all market 
vesting conditions. The number of 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. Amounts recorded for forfeited or expired 
unexercised options are retained in share-based payment reserve. Upon the exercise of stock options, consideration 
received on the exercise of these equity instruments is recorded as share capital and the related share-based payment 
reserve is transferred to share capital. 
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Earnings (loss) per share  
 
Basic earnings (loss)per share is calculated by dividing the net earnings (loss) available to common shareholders by 
the weighted average number of common shares outstanding during the period. Diluted loss per share is calculated 
using the treasury stock method of calculating the weighted average number of common shares outstanding. The 
treasury stock method assumes that outstanding stock options and warrants with an average exercise price below the 
market price of the underlying shares are exercised and the assumed proceeds are used to repurchase common shares 
of the Company at the average price of the common shares for the period.  
 
Related party transactions 
 
Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or exercise 
significant influence over the other party in making financial and operating policy decisions. Parties are also considered 
to be related if they are subject to common control. Related parties may be individuals or corporate entities. A 
transaction is considered to be a related party transaction when there is a transfer of resources or obligations between 
related parties. 
 
Income taxes 

 
Income tax expense consisting of current and deferred tax expense is recognized in the statements of income and 
comprehensive income. Current tax expense is the expected tax payable on the taxable income for the year, using 
tax rates enacted or substantively enacted at year end, adjusted for amendments to tax payable with regards to 
previous years. 
 
Deferred tax assets and liabilities and the related deferred income tax expense or recovery are recognized for deferred 
tax consequences attributable to differences between the financial statement carrying amounts of existing assets and 
liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using the enacted or 
substantively enacted tax rates expected to apply when the asset is realized, or the liability settled. The effect on 
deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that substantive 
enactment occurs. 
 
A deferred tax asset is recognized to the extent that it is probable that future taxable income will be available against 
which the asset can be utilized. 
 
Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets 
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the 
Company intends to settle its current tax assets and liabilities on a net basis. 
 
Financial instruments 
 
Financial assets and financial liabilities are recognized when the Company becomes a party to the contractual 
provision of the respective instrument. 
 
Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly 
attributable to the acquisition or issuance of financial assets and financial liabilities, other than financial assets and 
financial liabilities at fair value through other profit and loss (“FVTPL”), are included in the initial carrying value of the 
related instrument and are amortized using the effective interest method. Transaction costs directly attributable to the 
acquisition of financial assets or financial liabilities at FVTPL are recognized immediately in profit or loss. 
 
Financial assets 
 
Amortized cost - Assets are held within a business model with the objective of collecting their contractual cash flow; 
and the contractual cash flows consist solely of payments of principal and interest. They are recognized initially at fair 
value plus directly attributable transaction costs, and subsequently measured at amortized cost less cumulative 
impairment losses. A gain or loss on a debt investment is recognized in profit and loss when the asset is derecognized 
or impaired.  
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Fair value through other comprehensive income (FVTOCI) – Assets are held within a business model that includes 
both hold to collect their contractual cash flow and sell the assets; and the contractual cash flows consist solely of 
payments of principal and interest. For debt instruments measured at FVTOCI, interest income (calculated using the 
effective interest rate method), foreign currency gains or losses and impairment gains or losses are recognized directly 
in profit or loss. The cumulative fair value gains or losses recognized in OCI are reclassified to profit or loss when the 
asset is derecognized. An election may be made to classify an equity investment, that is neither held for trading nor 
represents contingent consideration recognized by an acquirer in a business combination, as held at FVTOCI. The 
option to designate an equity instrument at FVTOCI is available at initial recognition and is irrevocable. This 
designation results in all gains and losses being presented in OCI except dividend income which is recognized in profit 
or loss. 
 
Fair value through profit and loss - Assets that do not meet the criteria for amortized cost or FVTOCI are measured at 
FVTPL. A gain or loss on a financial asset measured at FVTPL that is not part of a hedging relationship is recognized 
in profit and loss and presented on a net basis in the period in which it arises. IFRS 9 contains an option to designate 
a financial asset as measured at FVTPL if doing so eliminates or significantly reduces an accounting mismatch’ that 
would otherwise arise from measuring assets or liabilities or recognizing the gains and losses on them on different 
bases. The option to designate a financial asset at FVTPL is available at initial recognition and is irrevocable. 
 
Financial assets should be reclassified when and only when an entity changes its business model for managing 
financial assets. Any such reclassifications are applied prospectively from the date of the reclassification.  
 
Financial liabilities 
 
FVTPL - This category comprises derivatives, liabilities acquired or incurred principally for the purpose of selling or 
repurchasing it in the near term, and certain financial liabilities that were designated at FVTPL from inception. IFRS 9 
contains an option to designate a financial liability as measured at FVTPL if doing so eliminates or significantly reduces 
an accounting mismatch’ that would otherwise arise from measuring assets or liabilities or recognizing the gains and 
losses on them on different bases. The option to designate a financial liability at FVTPL is available at initial recognition 
and is irrevocable. 
 
Amortized cost - Financial liabilities are recognized initially at fair value net of directly attributable transaction costs. 
They are subsequently recognized at amortized cost using effective interest method with interest expense recognized 
on an effective yield basis.  
 
Financial assets and liabilities are offset and the net amount is presented in the statement of financial position when 
the Company has a legal right to offset the amounts and it intends to either settle on a net basis or realize the asset 
and settle the liability simultaneously.  
 
The Company’s classification and measurements of financial assets and liabilities are summarized below:  
 

Financial Instrument Classification 

Cash  Amortized cost  

Accounts payable  Amortized cost 

Accrued liabilities Amortized cost 

Due to related parties Amortized cost 
 
Fair value hierarchy  
 
IFRS 7, Financial instruments: Disclosures, establishes a fair value hierarchy that prioritizes the input to valuation 
techniques used to measure fair value as follows:  
 
Level 1: Valuation based on quoted prices (unadjusted) in active markets for identical assets or liabilities.  
Level 2: Valuation techniques based on inputs other than quoted prices included in Level 1 that are observable for the 
asset or liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices); and  
Level 3: Valuation techniques using inputs for the asset or liability that are not based on observable market data 
(unobservable inputs).  
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During the year ended July 31, 2023 and 2022, there were no transfers of amounts between fair value levels.  
 
The Company’s financial instruments are classified at level 3 financial instruments with fair value approximating their 
carrying values due to the relatively short-term nature of the instruments.  
 
Allowance for expected credit losses 
 
IFRS 9 provides a simplified approach to measuring expected credit losses using a lifetime expected loss allowance 
for all trade receivables and contract assets. The credit loss model groups receivables based on similar credit risk 
characteristics and the number of days past due in order to estimate bad debt expenses. The Company assesses the 
lifetime expected credit loss related to its sales receivables and re-assesses the provision each reporting period. When 
measuring the expected credit loss, the Company considers a variety of factors including: evidence of the debtor's 
financial condition, the term of the receivable and any changes in economic conditions.   
 
Provisions 
 
Provisions are recognized when the Company has a present obligation (legal or constructive) that has arisen as a 
result of a past event and it is probable that a future outflow of resources will be required to settle the obligation, 
provided that a reliable estimate can be made of the amount of the obligation. Provisions are measured at the present 
value of the expenditures expected to be required to settle the obligation using a pre-tax rate that reflects current 
market assessments of the time value of money and the risk specific to the obligation. The increase in the provision 
due to passage of time is recognized as interest expense. 
 
Foreign currency translation 
 
Monetary assets and liabilities denominated in currencies other than Canadian dollars are translated into Canadian 
dollars at the rate of exchange in effect at the statement of financial position date.  

 
Nonmonetary assets and liabilities are translated at historical rates. Revenues and expenses are translated at the 
transaction exchange rate. Foreign currency gains and losses resulting from translation are reflected in loss and 
comprehensive loss for the period. 
 
The assets and liabilities of entities with a functional currency that differs from the presentation currency are translated 
to the presentation currency as follows: 
 

• Assets and liabilities are translated at the closing rate at the financial period end; 

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

• Equity transactions are translated using the exchange rate at the date of the transaction; and 

• All resulting exchange differences are recognized as a separate component of equity as reserve for foreign 
exchange translation. 

 
When a foreign operation is disposed of, the relevant amount in the reserve for foreign exchange in other 
comprehensive income is transferred to profit or loss as part of the profit or loss on disposal. 
 
On the partial disposal of a subsidiary that includes a foreign operation, the relevant proportion of such cumulative 
amount is reattributed to non-controlling interest. In any other partial disposal of a foreign operation, the relevant 
proportion is reclassified to profit or loss. 
 
Foreign exchange gains or losses arising from a monetary item receivable from or payable to a foreign operation, the 
settlement of which is neither planned nor likely to occur in the foreseeable future, and which in substance, is 
considered to form part of the net investment in the foreign operation, are recognized in the reserve for foreign 
exchange assumptions  
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Research and development costs 
 
Research costs are expensed as incurred. Development expenditures are capitalized only if development costs 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 to use or sell the asset. 
Other development expenditures are recognized in the statements of loss and comprehensive loss as incurred. To 
date, no development costs have been capitalized. 
 
2.5 Significant accounting estimates and judgments 
 
The preparation of the Company’s financial statements in conformity with IFRS requires management to make 
judgments, estimates, and assumptions about the carrying amounts of assets and liabilities and disclosures of 
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and 
expenses during the reporting period. The estimates and associated assumptions are based on historical experience 
and other factors that are considered to be relevant. Actual results may differ from these estimates.  
 
The 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, if the revision affects only that period, or in the period of the 
revision and future periods, if the revision affects both current and future periods.  

 
Information about critical judgments in applying accounting policies and estimates that have the most significant effect 
on the amounts recognized in these financial statements is included in the following notes: 
 
Going concern  
 
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 is not limited to, 12 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. 
 
Provisions and contingencies  
 
The amount recognized as provision, including legal, contractual, constructive and other exposures or obligations, is 
the best estimate of the consideration required to settle the related liability, including any related interest charges, 
taking into account the risks and uncertainties surrounding the obligation. In addition, contingencies will only be 
resolved when one or more future events occur or fail to occur. Therefore assessment of contingencies inherently 
involves the exercise of significant judgment and estimates of the outcome of future events. The Company assesses 
its liabilities and contingencies based upon the best information available, relevant tax laws and other appropriate 
requirements. As at July 31, 2023 and 2022, the Company does not have any material asset retirement obligations 
related to its assets. 
 
Business combination and asset acquisitions 
 
In a business combination and asset acquisitions, all identifiable assets, liabilities, and contingent liabilities acquired 
are recorded at their fair values. One of the most significant estimates relates to the determination of the fair value of 
these assets and liabilities. Contingent consideration is measured at its acquisition-date fair value and included as 
part of the consideration transferred in a business combination. Contingent consideration that is classified as equity 
is not remeasured at subsequent reporting dates and its subsequent settlement is accounted for within equity. 
Contingent consideration that is classified as an asset or a liability is remeasured at subsequent reporting dates in 
accordance with IFRS 9, Financial Instruments, or IAS 37, Provisions, Contingent Liabilities and Contingent Assets, 
as appropriate, with the corresponding gain or loss being recognized in profit or loss. For any intangible asset 
identified, depending on the type of intangible asset and the complexity of determining its fair value, an independent 
valuation expert or management may develop the fair value, using appropriate valuation techniques, which are 
generally based on a forecast of the total expected future net cash flows. The evaluations are linked closely to the 
assumptions made by management regarding the future performance of the assets concerned and any changes in 
the discount rate applied. See Note 3 – Business acquisitions and disposals. 
 
Certain fair values may be estimated at the acquisition date pending confirmation or completion of the valuation 
process. Where provisional values are used in accounting for a business combination, they may be adjusted 
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retrospectively in subsequent periods. However, the measurement period will last for one year from the acquisition 
date. 
 
Share-based payments and warrants 
 
The Company measures the cost of equity-settled transactions with employees by reference to the fair value of the 
equity instruments at the date at which they are granted. Estimating fair value for share-based payment transactions 
requires determining the most appropriate valuation model, which is dependent on the terms and conditions of the 
grant. This estimate also requires determining the most appropriate inputs to the valuation model including the 
expected life of the stock option, volatility and dividend yield and making assumptions about them.  
 
For warrant-based derivative financial instruments, the Company uses the Black-Scholes option pricing model to 
estimate fair value of the derivative instruments.  
 
Fair value of financial instruments 
 
The individual fair values attributed to the different components of a financing transaction, notably investment in equity 
securities, convertible debentures, and promissory notes are determined using valuation techniques. The Company 
uses judgment to select the methods used to make certain assumptions and in performing the fair value calculations 
in order to determine (a) the values attributed to each component of a transaction at the time of their issuance; (b) the 
fair value measurements for certain instruments that require subsequent measurement at fair value on a recurring 
basis; and (c) for disclosing the fair value of financial instruments subsequently carried at amortized cost. These 
valuation estimates could be significantly different because of the use of judgment and the inherent uncertainty in 
estimating the fair value of these instruments that are not quoted in an active market.  
 
Deferred tax 
 
The determination of deferred income tax assets or liabilities requires subjective assumptions regarding future income 
tax rates and the likelihood of utilizing tax loss carry-forwards. Changes in these assumptions could materially affect 
the recorded amounts, and therefore, do not necessarily provide certainty as to their recorded values.  
 
Business combinations 
 
Judgment is used in determining whether an acquisition is a business combination or an asset acquisition. The 
Company must determine whether it is the acquirer or acquiree in each acquisition. Under IFRS 3 – Business 
Combinations, the acquirer is the entity that obtains control of the acquiree in the acquisition. If it is not clear which 
company is the acquirer, additional information must be considered, such as the combined entity’s relative voting 
rights, existence of a large minority voting interest, composition of the governing body and senior management, and 
the terms behind the exchange of equity interest.  
 
The acquisition of Kruzo LLC was determined to be an asset acquisition (See Note 3). 
 
Judgment is also required to determine when the Company gains control of an investment. This requires an 
assessment of the relevant activities of the investee, being those activities that significantly affect the investee's 
returns, including operating and capital expenditure decision-making; financing of the investee; the appointment, 
remuneration and termination of key management personnel; and when decisions in relation to those activities are 
under the control of the Company. Difficulties surrounding the control of acquired entities exists within the cannabis 
industry, due to certain state legislative requirements to structure cannabis license holders. 
 
Functional currency 
 
The determination of the functional currency often requires significant judgment where the primary economic 
environment in which an entity operates may not be clear. This can have a significant impact on the results of the 
Company based on the foreign currency translation method. 
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New Accounting Pronouncements 
 
The following IFRS standards have been recently issued by the IASB. Pronouncements that are irrelevant or not 
expected to have a significant impact have been excluded. 
 
Amendments to IAS 1: Classification of Liabilities as Current or Non-current 
 
The amendment clarifies the requirements relating to determining if a liability should be presented as current or non-
current in the statement of financial position. Under the new requirement, the assessment of whether a liability is 
presented as current or non-current is based on the contractual arrangements in place as at the reporting date and 
does not impact the amount or timing of recognition. The amendment applies retrospectively for annual reporting 
periods beginning on or after January 1, 2024. The Company is currently evaluating the potential impact of these 
amendments on the Company’s financial statements. 
 
Amendments to IAS 37: Onerous Contracts and the Cost of Fulfilling a Contract  
 
The amendment specifies that the ‘cost of fulfilling’ a contract comprises the ‘costs that relate directly to the contract’. 
Costs that relate directly to a contract can either be incremental costs of fulfilling that contract or an allocation of other 
costs that relate directly to fulfilling contracts. The amendment is effective for annual periods beginning on or after 
January 1, 2022 with early application permitted. The Company adopted this amendment effective August 1, 2022 
which did not have a material impact to the Company’s financial statements. 
 
Amendments to IFRS 9: Financial Instruments  
 
As part of its 2018-2020 annual improvements to IFRS standards process, the IASB issued amendments to IFRS 9. 
The amendment clarifies the fees that an entity includes when assessing whether the terms of a new or modified 
financial liability are substantially different from the terms of the original financial liability. These fees include only those 
paid or received between the borrower and the lender, including fees paid or received by either the borrower or lender 
on the other’s behalf. An entity applies the amendment to financial liabilities that are modified or exchanged on or after 
the beginning of the annual reporting period in which the entity first applies the amendment. The amendment is 
effective for annual reporting periods beginning on or after January 1, 2022 with earlier adoption permitted. The 
Company adopted this amendment effective August 1, 2022 which did not have a material impact to the Company’s 
financial statements. 
 

3. Business and asset acquisitions and disposals 
 
On June 2, 2020, the Company acquired all the outstanding ownership interest in Kruzo, in exchange for Neural Shares 
of the Company (the "Kruzo Acquisition"). The unitholders of Kruzo were issued an aggregate of 3,429,730 units of 
the Company. Each unit is comprised of one (1) Neural Share and one (1) common share purchase warrant 
(“Warrant”). Each Warrant entitles the holder thereof to purchase one (1) Neural Share at a price of $0.29 for a period 
of 24 months from the date of issuance (collectively referred to as a “Unit”). 
 
The acquisition of the Kruzo did not meet the definition of a business in accordance with IFRS 3, and as a result has 
been accounted for as an asset acquisition. The fair values of 3,429,730 units of the Company was estimated as 
$100,000, which was recorded as acquisition expense.  
 
On August 14, 2020, Vertical Peak Holdings Inc. (formerly High Fusion Inc.) ("Vertical Peak"), acquired all the 
outstanding Neural Shares, in exchange for common shares of Vertical Peak on a one-for-one basis (the "PSC 
Acquisition").  
 
Pursuant to the PSC Acquisition, the outstanding warrants of the Company were assumed by Vertical Peak, resulting 
in the elimination of 24,098,109 warrants from the capital structure of the Company.  
 
Since all warrants were eliminated in August 2020, $Nil value was allocated to warrants issued for Kruzo Acquisition.   
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4.  Accounts payable and accrued liabilities 
 

The breakdown of the accounts payable and accrued liabilities is as follows: 

 
 

i) Accrued wages relate to management compensation to the CEO (Note 8). 
 
 

5.      Share capital 
 
The Company is authorized to issue an unlimited number of common shares without par value. 
 
Following the Consolidation there were 23,583,334 Neural Shares issued and outstanding post-Consolidation basis. 

 
 
(i) On February 3, 2022, the Company closed a private placement of 10,000,000 units of the Company at a 

price of $0.075 per unit (the “February 22, Offering”). Eash units comprised of one common share of the 
Company and one-half of one common share purchase warrant, with each whole warrant exercisable for 
one common share at an exercise price of $0.10 per common share for a period ending on the earlier of: (a) 
36 months following the closing of the February 22 Offering; and (b) 24 months following the time the 
Company completed a going public transaction. 
 

(ii) Concurrently with completion of February 22 Offering, the Company issued 1,350,000 common shares to 
settle $101,250 in debt obligations to related parties. 

 
(iii) In connection with the February 22 Offering, the Company incurred $221,246 of issuance costs which were 

settled in 1,833,333 common shares, 575,800 brokers warrants and cash of $43,710. 
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(iv) On August 3, 2022, the company completed a second tranche to the Offering for gross proceeds of $82,000 
by way of a private placement of units ("August 22 Offering”) Pursuant to the August 22 Offering, the 
Company issued 1,093,333 Units at a price of $0.075 per Unit. Each Unit is comprised of one Neural Share 
and one-half of one common share purchase warrant, with each whole warrant exercisable for one Neural 
Share at an exercise price of $0.10 per Neural Share for a period ending on the earlier of: (a) 36 months 
following the closing of the August 22 Offering; and (b) 24 months following the time the Company completes 
a going public transaction.  
 
As part of this financing, the Company issued 20,800 broker warrants. Each broker warrant entitled the 
holder to purchase one Neural Share at a price of $0.075 per Neural Share at any time and from time to time 
up the earlier of (a) 36 months after the date hereof and (b) 24 months following the time the Company 
completes a going public transaction. 
 

(v) In accordance with the terms of the February 22 Offering, on August 3, 2022, the Company issued 
1,000,000 additional Neural Shares to the purchasers of the February 22 Offering on one Common of the 
Company for every 10 Units purchased in February 2022 (“February 22 Penalty Shares”). These Neural 
Shares were issued because the Company did not achieve a Public Offering within 6 months of the date of 
closing of the February 22 Offering. The valuation of the February 22 Penalty Shares is recorded as $nil in 
the capital account of the Company. 
 
On February 3, 2023, Neural issued 109,330 Neural Shares to the subscribers of the second tranche of the 
Seed Financing as a penalty payment pursuant to the terms of the Seed Financing. The valuation of the 
additional Penalty Shares is recorded as $nil in the capital account of the Company. 
 

(vi) In September 2022, the Company issued 500,000 Neural Shares as consideration for the service rendered 
by a third party and intellectual property rights acquired. 
 

(vii) On July 10, 2023, the Company completed a rights offering ("Rights Offering"), whereby 5,595,992 Neural 
Shares were issued at the subscription price of $0.03 per Neural Share for gross proceeds of $167,879. In 
connection with the Rights Offering, the Company paid $14,187 in expenses related, which are recorded as 
share issuance cost. 

 
6. Shares to be issued 

 

As at July 31, 2022, the Company has received $42,000 for August 22 Offering. In August 2022, the Company issued 
shares and received additional proceeds of $42,000 (see Note 5 (iv)). The $42,000 shares to be issued were 
transferred to common shares.  
 
As of July 31, 2023, the Company has received $233,332 for the September 2023 Private Placement (see Note 13) 
and recorded it in shares to be issued.  
 
During the year ended July 31, 2023, the Company settled $232,678 in debt obligations to related parties by 7.749,349 
common shares which were issued in September 2023 (see Note 13).  
 

7. Reserve for Warrants 
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(i) Pursuant to the August 22 Offering, the Company issued 1,093,333 Units at a price of $0.075 per Unit. Each 
Unit is comprised of one Neural Share and one-half of one common share purchase warrant, with each whole 
warrant exercisable for one Neural Share at an exercise price of $0.10 per Neural Share for a period ending on 
the earlier of: (a) 36 months following the closing of the August 22 Offering; and (b) 24 months following the 
time the Company completes a going public transaction. 
 
As part of this financing, the Company issued 20,800 broker warrants. Each broker warrant entitled the holder 
to purchase one Neural Share at a price of $0.075 per Neural Share at any time and from time to time up the 
earlier of (a) 36 months after the date hereof and (b) 24 months following the time the Company completes a 
going public transaction. 
 
The value of warrants issued with February 22 Offering was calculated using the Black-Scholes pricing model 
and the assumptions at grant date were as followings: expected dividend yield of 0%; expected volatility of 
206%; a risk-free interest rate of 1.39% and an expected life of 3 years. Volatility was based on comparable 
companies.  
 

(ii) On May 23, 2023, Neural and Vertical Peak close the Plan of Arrangement pursuant to the Arrangement 
Agreement, as result of which, Vertical Peak distributed 4,714,677 Neural Shares to Vertical Peak shareholders, 
and Neural became an unlisted reporting issuer in the Provinces of British Columbia, Alberta and Quebec. In 
connection with the Plan of Arrangement, Neural issued 2,000,000 common share purchase warrants ("Neural 
VP Warrants") to Vertical Peak, each exercisable into one Neural Share at a price of $1.00 per Neural Share 
until May 23, 2026. The VP Warrants was calculated using the using the Black-Scholes pricing model and the 
assumptions at grant date were as followings: expected dividend yield of 0%; expected volatility of 220%; a risk-
free interest rate of 3.38% and an expected life of 3 years. Volatility was based on comparable companies.  

 
As at July 31, 2023, the following warrants and broker warrants were outstanding: 

 

 
As at July 31, 2023, the weighted average exercise price of the warrants was $0.32 (2022 – $0.10) and the weighted 
average remaining contractual life of the warrants was 1.87 years (2022 – 2.52).  

 
8. Related parties transactions  

 
a. Key management compensation 
 
Key management includes the Company’s directors, officers and any employees with authority and responsibility for 
planning, directing, and controlling the activities of an entity, directly or indirectly. 
 

 The following is a summary of the key management compensations for the years ended July 31, 2023 and 2022  
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(i) During the year ended July 31, 2023, the Company incurred $67,500 (July 31 2022 - $50,000) of consulting fee 
paid to a director of the Company. As at July 31, 2023,  $52,500 (July 31, 2022 - $nil) was outstanding. 
 

(ii) During the year ended July 31, 2023, the company incurred $25,000 (July 31, 2022 - $35,000) of consulting fee 
paid to a private company controlled by the former CFO of the Company. As at July 31, 2023, $21,625 (July 31, 
2022 - $nil) was outstanding. 
 

(iii) During the year ended July 31, 2023, the Company incurred $272,083 (July 31, 2022 $224,090) respectively in 
salaries, vacation, and bonus expenses to the CEO of the Company. As of July 31, 2023, $146,000 (July 31, 
2022 - $100,480) was outstanding and was included in accrued liability. 

 
(iv) During the year ended July 31, 2023, the Company incurred $38,197 (July 31, 2022 - $nil), respectively for 

accounting and CFO and accounting services to Marrelli Support Services Inc. As at July 31, 2023, $2,885 (July 
31, 2022 - $nil) was outstanding and was included in account payable. 

  
b. Due to related party 
  
During the year ended July 31, 2023, the due to related parties in the amount of $136,000 were forgave by the 
Company’s former CFO and one director.  
 
On May 31, 2023, the Company singed a waiter and payment deferral agreement with the CEO of the Company to 
deferred of payment at the earlier of: a) 14 months from the date of the agreement; and b) competing a financing for 
the gross proceeds of no less than $400,000 following a successful listing on a stock exchange in Canada. As of July 
31, 2023, $139,583 was outstanding and included in due to related parties. 

 
9. Management of capital 

 

The Company manages its capital structure and makes adjustments to it based on the funds available to the Company, 
in order to support the development of its planned business activities. The Board of Directors does not establish 
quantitative return on capital criteria for management, but rather relies on the expertise of the Company's management 
to sustain future development of the business. In order to carry out the planned business activities and pay for 
administrative costs, the Company will spend its existing working capital and raise additional funds as needed. 
Management reviews its capital management approach on an ongoing basis and believes that this approach, given 
the relative size of the Company, is reasonable. There were no changes in the Company's approach to capital 
management during the years ended July 31, 2023 and 2022. The Company is not subject to externally imposed 
capital requirements. 
 

The Company considers its capital to be shareholders’ equity surplus/(deficiency), which is comprised of share capital, 
shares to be issued, reserve for warrants and deficit. 

 
The Company's objective when managing capital is to obtain adequate levels of funding to support its business 
activities, to obtain corporate and administrative functions necessary to support organizational functioning and obtain 
sufficient funding to further the development of its business. The Company raises capital, as necessary, to meet its 
needs and take advantage of perceived opportunities and, therefore, does not have a numeric target for its capital 
structure. Funds are primarily secured through equity capital raised by way of private placements, initial public offering, 
issuance of convertible debentures, debt, and sale leaseback transactions. There can be no assurance that the 
Company will be able to continue raising equity capital in this manner. 
 

10. Financial instruments 
 

Credit risk 
 
Credit risk is the risk of loss associated with counterparty's inability to fulfill its payment obligations. The Company's 
credit risk is primarily attributable to trade receivable. The Company has no other significant concentration of credit risk 
arising from operations. Cash are held with a reputable credit union which is closely monitored by management. 
Amounts receivable consists of trade amounts receivable, harmonized sales tax due from the Canadian government, 
promissory note receivable and other receivable from third parties. 
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Liquidity risk 
 
Liquidity risk is the risk that the Company will not have sufficient cash resources to meet its financial obligations as they 
come due. The ability of the Company to continue as a going concern is dependent on its ability to obtain funding, 
manage cash flows, restructure borrowings, and recover funds loaned to borrowers that have currently been provided 
against or recover collateral that secured those loans. There is significant uncertainty as to whether the Company will 
be able to continue as a going concern and therefore, whether it will continue its normal business activities and realize 
its assets and extinguish its liabilities in the normal course of business and at the amounts stated in the financial 
statements. These financial statements do not include adjustments relating to the recoverability and classification of 
recorded asset amounts or to the amounts and classification of liabilities that might be necessary should the Company 
not continue as a going concern. 
 

In the short term, the continued operations of the Company may be dependent upon its ability to obtain additional 
financing. Without this additional financing, the Company may be unable to meet its obligations as they come due. 
There can be no certainty that the Company can obtain these funds, in which case any investment in the Company 
may be lost. 
 

Foreign currency exchange risk 
 
Foreign exchange risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because 
of changes in the foreign exchange rates. The Company enters into foreign currency purchase transactions and has 
assets and liabilities that are denominated in foreign currencies and thus is exposed to the financial risk fluctuations 
arising from changes in foreign exchange rates and the degree of volatility of these rates. The Company does not 
currently use derivative instruments to reduce its exposure to foreign currency risk. 

 

An increase (decrease) of 10% in the currency exchange rate of the Canadian dollar versus US dollar would have 
impacted the Company net loss by 1,000 (July 31, 2022 - $nil) as a result of the Company’s exposure to currency 
exchange rate fluctuations. 
 
Interest rate risk 
 
Interest rate risk is the potential for financial loss arising from changes in interest rates. The Company manages interest 
rate risk by monitoring market conditions and the impact of interest rate fluctuations on its debt. The Company does 
not have any interest-bearing financial liabilities. 
 

11. Commitments and other contingencies 
 
In accordance with the terms of the employment agreement dated September 16, 2021 ("Employment Agreement”) 
between the Company and Ian Campbell, CEO of the Company, subject to the achievement of certain milestones, the 
Company is obliged to issue Neural Share representing up to 3.5% of the issued and outstanding capital of the 
Company as constituted at the closing of the seed financing. Further, subject to the achievement of certain milestones, 
the Company is obliged to issue options for common shares representing up to 2% of the issued and outstanding 
capital of the Company prior the Company listing of its common shares on a recognized stock exchange. The share 
issuances to Mr. Campbell in connection with the Employment Agreement remain unissued as of the date hereof. Such 
stock options shall be exercisable at a price that is a 20% premium to the last financing price whereby shares of the 
Company were issued immediately prior to Listing, and shall vest in equal amounts, every six (6) months over three 
(3) years from their date of granting, or as required under applicable securities legislation and regulation, and will be 
subject to the terms of any stock option plan adopted by the Company. 
 
In accordance with the terms of an advisory agreement with FMI Capital Advisory Inc. (“FMICA”) dated December 17, 
2021, subject to the completion of a listing of its common shares on a recognized Canadian exchange and a concurrent 
financing, the Company is obliged to issue a fee payable in a form of Neural Shares (plus HST in cash) equal 
representing up to 5% of the issued and outstanding capital of the Company after completion of listing. 
 
In accordance with the terms of an advisory agreement with the holding company of the CFO, the corporation. Is 
committed to issue 366,667 RSUs.  
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12. Income Tax  
 
The tax effect (computed by applying the Canadian federal and provincial statutory rate) of temporary differences, 
which comprise deferred income tax assets and liabilities, are as follows:  
 

 
 
The Company’ non-capital losses benefit of which has not been recognized on the financial statements, expire as 
follows: 

 
 

 
13. Subsequent events 

 
On September 21, 2023, Neural announced that the first tranche of the private placement (“Private Placement”) for 
gross proceeds of $293,346 through issuance of 9,778,209 common shares at a price of $0.03. The Company paid 
cash finders’ fees of $12,587 and issued 419,564 finders’ warrants (“Finders’ Warrants”) each Finders’ Warrant is 
exercisable into one Neural share at a price of $0.05 until September 21, 2025. 
 
Concurrently, Neural settled $327,845 of indebtedness owed through the issuance of 10,928,181 Neural shares at a 
price of $0.03. 
 
 


