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INDEPENDENT AUDITOR’S REPORT 
 
 
 
To the Shareholders of 
WPD Pharmaceuticals Inc. 
 
 
Opinion 
 
We have audited the accompanying consolidated financial statements of WPD Pharmaceuticals Inc. (the “Company”), which 
comprise the consolidated statements of financial position as at December 31, 2020 and 2019, and the consolidated statements 
of loss and comprehensive loss, cash flows, and changes in shareholders’ equity (deficiency) for the years then ended, and 
notes to the consolidated financial statements, including a summary of significant accounting policies.  
 
In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Company as at December 31, 2020 and 2019, and its financial performance and its cash flows for the years then ended in 
accordance with International Financial Reporting Standards (“IFRS”). 
 
Basis for Opinion 
 
We conducted our audits in accordance with Canadian generally accepted auditing standards. Our responsibilities under those 
standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated Financial Statements section 
of our report. We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of 
the consolidated financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with 
these requirements. We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide 
a basis for our opinion. 
 
Material Uncertainty Related to Going Concern 
 
We draw attention to Note 1 of the consolidated financial statements, which indicates that the Company incurred a net loss of 
$7,522,701 during the year ended December 31, 2020 and, as of that date, Company had a working capital of $358,765. As 
stated in Note 1, these events and conditions indicate that a material uncertainty exists that may cast significant doubt on the 
Company’s ability to continue as a going concern. Our opinion is not modified in respect of this matter. 
 
Other Information 
 
Management is responsible for the other information. The other information obtained at the date of this auditor's report includes 
Management’s Discussion and Analysis. 
 
Our opinion on the consolidated financial statements does not cover the other information and we do not express any form of 
assurance conclusion thereon. 
 
In connection with our audit of the consolidated financial statements, our responsibility is to read the other information and, in 
doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or our 
knowledge obtained in the audit, or otherwise appears to be materially misstated. 
 
  



 
 

 
 
We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based on the work we have 
performed, we conclude that there is a material misstatement of this other information, we are required to report that fact. We 
have nothing to report in this regard. 
 
Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements 
 
Management is responsible for the preparation and fair presentation of the consolidated financial statements in accordance with 
IFRS, and for such internal control as management determines is necessary to enable the preparation of consolidated financial 
statements that are free from material misstatement, whether due to fraud or error. 
 
In preparing the consolidated financial statements, management is responsible for assessing the Company's ability to continue 
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting 
unless management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so. 
 
Those charged with governance are responsible for overseeing the Company's financial reporting process. 
 
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from 
material misstatement, whether due to fraud or error, and to issue an 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 consolidated financial statements. 
 
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional judgment and 
maintain professional skepticism throughout the audit. We also: 
 

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

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

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

• Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on the 
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant 
doubt on the Company's ability to continue as a going concern. If we conclude that a material uncertainty exists, we 
are required to draw attention in our auditor's report to the related disclosures in the consolidated financial statements 
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained 
up to the date of our 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 consolidated financial statements, including the 
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in a 
manner that achieves fair presentation. 

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

  



 
 

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

 
 
 
Vancouver, Canada Chartered Professional Accountants 
 
June 2, 2021 
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WPD PHARMACEUTICALS INC. 
Consolidated Statements of Financial Position 
(Expressed in Canadian Dollars) 

As at   
December 31, 

2020  
December 31, 

2019 
      
ASSETS      
      
Current       
 Cash   $b  1,238,896 $$  2,951,338 
     Restricted cash (Note 16)   629,890  - 
 Receivables (Note 5)   39,726  221,918 
 Prepaids and deposits   27,238  10,583 
      
   1,935,750  3,183,839 
      
Right-of-use assets (Note 12)   22,926  60,162 
Intangible assets (Note 6)   661,530  325,356 
Investment (Note 7)   -  476,246 
Equipment (Note 8)   64,369  27,031 
      
  $$  2,684,575 $$  4,072,634 
      
LIABILITIES AND SHAREHOLDERS’ EQUITY (DEFICIENCY) 
      
Current      
 Accounts payable and accrued liabilities  $$  831,713 $$  609,968 
 Loans payable (Note 9)   92,456  192,707 
 Lease liabilities (Note 12)    22,926  61,804 
     Deferred grant income (Note 16)   629,890  - 
      
   1,576,985  864,479 
Shareholders’ equity (deficiency)        
 Share capital (Note 11)   17,084,266  15,833,685 
 Reserves (Note 11)   4,166,625  - 
 Accumulated other comprehensive income   23,985  19,055 
 Deficit   (20,167,286)  (12,644,585) 
      
   1,107,590  3,208,155 
      
  $$  2,684,575 $$  4,072,634 

 
Nature and continuance of operations (Note 1) 
Commitments (Note 15) 
Subsequent events (Note 19) 
 
Approved and authorized by the Board of Directors on May 31, 2021. 

 
The accompanying notes are an integral part of these consolidated financial statements. 
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WPD PHARMACEUTICALS INC. 
Consolidated Statements of Loss and Comprehensive Loss 
(Expressed in Canadian Dollars) 

  
For the years ended December 31,  2020  2019 
     
EXPENSES     

Administration and supplies $ 327,152 $ 190,070 
Amortization and depreciation (Notes 6, 8 and 12)  391,770  100,733 
Consultants  788,242  92,544 
Foreign exchange  (91,152)  48,291 
Interest expense  21,731  60,661 
Lab fees, services, and supplies  107,720  111,095 
Management and director fees (Note 10)  217,850  48,231 
Marketing and advertising  392,050  - 
Professional fees  353,692  371,206 
Regulatory, transfer agent and shareholder info  167,385  14,612 
Research and development  463,606  97,204 
Salaries (Note 10)  849,346  455,161 
Share-based payments  4,323,278  1,962,759 
Taxes and fees  76,381  - 
Transaction fees (Note 4)  -  9,731,628 

  (8,389,051)  (13,284,195) 
     
Fair value change in investment (Note 7)  (476,246)  476,246 
Gain on debt forgiveness (Note 9)  -  92,269 
Other income (Notes 10 and 16)  1,384,245  1,101,468 
Write off accounts receivable  (68,631)  - 
Gain on interest-free loan (Note 9)  26,982  - 
     
Loss for the year  (7,522,701)  (11,614,212) 
     
Items that may be reclassified to profit or loss:     

Foreign exchange translation adjustment   4,930  32,703 
     
Loss and comprehensive loss for the year $ (7,517,771) $ (11,581,509) 
     
Basic and diluted loss per common share $ (0.07) $ (3.40) 
     
Weighted average number of common shares outstanding  113,125,530  3,416,527 

 
The accompanying notes are an integral part of these consolidated financial statements. 
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WPD PHARMACEUTICALS INC. 
 
Consolidated Statements of Cash Flows 
(Expressed in Canadian Dollars) 

For the years ended December 31,  2020  2019 
     
CASH FLOWS FROM OPERATING ACTIVITIES     
Loss for the year $ (7,522,701) $ (11,614,212) 
     

Items not affecting cash:     
Amortization and depreciation   391,770  100,733 
Fair value change in investment  476,246  (476,246) 
Interest expense  21,731  60,661 
Share-based payments  4,323,278  1,971,056 
Gain on interest-free loan  (26,982)  - 
Transaction fees  -  9,731,628 
Debt forgiveness  -  (92,269) 

     

Non-cash working capital item changes:     
Receivables, prepaids and deposits  165,537  162,316 
Accounts payable and accrued liabilities  161,341  (14,066) 
Deferred grant income  628,471  - 

     

Net cash used in operating activities  (1,381,309)  (170,399) 
     
CASH FLOWS FROM INVESTING ACTIVITIES     
Acquisition of intangibles  (584,387)  (65,121) 
Acquisition of equipment  (61,070)  - 
Cash acquired through acquisition of Westcot  -  2,876,434 
     

Net cash provided by (used in) investing activities  (645,457)  2,811,313 
     
CASH FLOWS FROM FINANCING ACTIVITIES     
Proceeds from exercise of options  297,500  - 
Proceeds from exercise of warrants  796,428  - 
Lease payments  (64,123)  (64,123) 
Proceeds from loans  106,626  445,041 
Repayment of loans  (111,494)  - 
     

Net cash provided by financing activities  1,024,937  380,918 
     

Change in cash and restricted cash for the year  (1,001,829)  3,021,832 
     

Effect of foreign exchange on cash  (80,723)  (72,975) 
     

Cash and restricted cash, beginning of the year  2,951,338  2,481 
     
Cash and restricted cash, end of the year $ 1,868,786 $ 2,951,338 
SUPPLEMENTARY CASH FLOW INFORMATION     

Fair value of options transferred to share capital from contributed surplus on 
exercise of options $ 156,653 $ - 
Increase in right-of-use asset and lease liability $ 22,926 $ 127,307 
Acquisition of intangible assets included in accounts payable and accrued 

liabilities $ 186,478 $ 126,074 
Shares issued for debt $ - $ 303,461 
Shares issued for subscriptions received in advance $ - $ 404,928 
Conversion of convertible debt $ - $ 335,351 
Interest and income taxes paid $ - $ - 

 
The accompanying notes are an integral part of these consolidated financial statements. 
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WPD PHARMACEUTICALS INC. 
 
Consolidated Statements of Changes in Shareholders’ Equity (Deficiency) 
(Expressed in Canadian Dollars) 

 Share Capital      

 

 
 

Number 

 
 

Amount 
$ 

Subscriptions 
received in 

advance 
$ 

Reserves 
$ 

Cumulative 
translation 
adjustment 

$ 

 
 

Deficit 
$ 

 
 

Total 
$ 

        
Balance, December 31, 2018 100 1,752 404,928 - (13,648)  (1,030,373) (637,341) 

        
Shares issued for subscriptions received in 

advance (Note 11) 600 404,928 (404,928)  - - - 
Shares issued for debt (Note 9) 17,079 303,461 -  - - 303,461 
Eliminate capital stock of WPD (Note 4) (17,779) - -  - - - 
Shares of Westcot on RTO date (Note 4) 32,120,392 11,242,137 -  - - 11,242,137 
Conversion of subscription receipts (Note 4) 7,899,996 - -  - - - 
Shares issued to acquire WPD (Note 4) 60,206,875 - -  - - - 
Shares issued as finders’ fees (Note 4) 4,500,000 1,575,000 -  - - 1,575,000 
Conversion of convertible debt (Note 4) 1,161,536 335,351 -  - - 335,351 
Share based payments (Note 4) 5,631,589 1,971,056 -  - - 1,971,056 
Comprehensive loss for the year - - - - 32,703 (11,614,212) (11,581,509) 

        
Balance, December 31, 2019 111,520,388 15,833,685 - - 19,055 (12,644,585) 3,208,155 

        
Shares issued for options exercised 325,000 454,153 - (156,653) - - 297,500 
Shares issued for warrants exercised 1,592,856 796,428 - - - - 796,428 
Share-based payments - - - 4,323,278 - - 4,323,278 
Comprehensive loss for the year - - - - 4,930 (7,522,701) (7,517,771) 

        
Balance, December 31, 2020 113,438,244 17,084,266 - 4,166,625 23,985 (20,167,286) 1,107,590 

 
The accompanying notes are an integral part of these consolidated financial statements. 
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For the year ended December 31, 2020 
Expressed in Canadian Dollars  
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1. NATURE AND CONTINUANCE OF OPERATIONS 
 

WPD Pharmaceuticals Inc. (the “Company”) was incorporated under the Provincial Laws of British Columbia on July 
4, 2006.  The Company is listed on the Canadian Securities Exchange (the “Exchange”) under the symbol “WBIO”.  
The Company is principally engaged in the research and development of innovative medicinal products in the fields of 
oncology and infectious diseases. 

 
 On December 20, 2019, the Company completed the acquisition of WPD Pharmaceuticals (“WPD”), a privately-held 

research and development company incorporated in Poland under the Code of Commercial Companies on August 21, 
2017.  The Company acquired all of the issued and outstanding shares of WPD by way of share exchange (the Reverse 
Takeover Transaction”, the “Transaction” or the “RTO”).  The Transaction resulted in the shareholders of WPD holding 
the majority of the Company’s issued and outstanding common shares.  Accordingly, the Transaction is treated as a 
reverse takeover and the financial statements represent a continuation of the legal subsidiary, WPD, not the Company, 
the legal parent (Note 4). 

 
The head office and the registered address of the Company is Suite 1080, 789 West Pender Street, Vancouver, British 
Columbia, Canada, V6C 1H2. 
 
These consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”) with the assumption that the Company will be able to realize its assets and discharge its liabilities 
in the normal course of business rather than through a process of forced liquidation. During the year ended December 
31, 2020, the Company incurred a net loss of $7,522,701 (2019 – $11,614,212) and, as of that date, the Company had 
working capital of $358,765 (December 31, 2019 – $2,319,360). While the Company has been successful in obtaining 
its required funding in the past, there is no assurance that such future financing will be available or be available on 
favourable terms. An inability to raise additional financing may impact the future assessment of the Company as a 
going concern. These events and conditions, along with those discussed in Note 18, indicate that a material uncertainty 
exists that may cast significant doubt about the ability of the Company to continue as a going concern.  

 
 These consolidated financial statements do not include adjustments to amounts and classifications of assets and 

liabilities that might be necessary should the Company be unable to continue operations. Continued operations of the 
Company are dependent on the Company's ability to receive financial support, necessary financings, or generate 
profitable operations in the future. 

 
2. BASIS OF PREPARATION 
 
 Statement of Compliance 
 

These consolidated financial statements, including comparatives have been prepared using accounting policies 
consistent with IFRS as issued by the International Accounting Standards Board (“IASB”) and interpretations issued 
by the International Financial Reporting Interpretations Committee (“IFRIC”). 
 
Basis of Consolidation 
 
The Company’s consolidated financial statements include the accounts of the Company and its wholly owned 
subsidiary, WPD Pharmaceuticals Sp. Z.o.o. (“WPD Poland”).  WPD Poland is an entity controlled by the Company, 
where control is achieved by the Company being exposed to, or having rights to, variable returns from the entity and 
having the ability to affect those returns through its power over the entity.  Subsidiaries of the Company are fully 
consolidated from the date on which control is obtained and would be deconsolidated from the date that control ceases.  
All inter-company transactions, balances, income and expense are eliminated on consolidation. 

  
  



WPD PHARMACEUTICALS INC. 
Notes to the Consolidated Financial Statements 
For the year ended December 31, 2020 
Expressed in Canadian Dollars  
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Basis of Measurement 
 
These consolidated financial statements have been prepared on a historical cost basis, except for certain financial 
instruments, which are carried at fair value. In addition, these consolidated financial statements have been prepared 
using the accrual basis of accounting, except for cash flow information. 

  
 Functional and Presentation Currency  
 

The functional currency of a company is the currency of the primary economic environment in which the company 
operates. The presentation currency for a company is the currency in which the company chooses to present its financial 
statements.  
 
These consolidated financial statements are presented in Canadian dollars, the Company’s presentation currency. The 
functional currency of the Company is the Canadian dollar, and the functional currency of its subsidiary is the Polish 
Zloty (“PLN”). 
 
Assets and liabilities for each statement of financial position presented (including comparatives) are translated at the 
closing rate at the date of that statement of financial position. This would include any goodwill arising on the acquisition 
of a foreign operation and any fair value adjustments to the carrying amounts of assets and liabilities arising on the 
acquisition of that foreign operation are treated as part of the assets and liabilities of the foreign operation; 
 

• income and expenses for each income statement (including comparatives) are translated at exchange rates 
approximately at the dates of the transactions; and  

• all resulting exchange differences are recognized in other comprehensive income.  
 
Transactions in foreign currencies are translated into the functional currency at exchange rates as at the date of the 
transaction.  Foreign currency monetary assets and liabilities are translated at the functional currency exchange rate at 
the date of the statement of financial position.  Non-monetary items that are measured in terms of historical cost in a 
foreign currency are translated using exchange rates as at the date of the initial transaction.  Non-monetary items 
measured at fair value in a foreign currency are translated using the exchange rates as at the date of acquisition. All 
gains and losses on translation of these foreign currency transactions are included in profit or loss.  
 

 Significant Accounting Judgments and Estimates 
 
The Company makes estimates and judgements about the future that affect the reported amounts of assets and liabilities. 
Estimates and judgments are continually evaluated based on historical experience and other factors, including 
expectations of future events that are believed to be reasonable under the circumstances. In the future, actual results 
may differ from these estimates and assumptions. 
 
The effect of a change in an accounting estimate is recognized prospectively by including it in profit or loss in the 
period of the change, if the change affects that period only, or in the period of the change and future periods, if the 
change affects both. Significant assumptions about the future and other sources of estimation uncertainty that 
management has made at the statement of financial position date, that could result in a material adjustment to the 
carrying amounts of assets and liabilities, in the event that actual results differ from assumptions that have been made, 
relate to the following key estimates and judgements:  
 
Intangible Assets – cost 
Management exercises judgment in determining which payments made under its license agreements qualify as a 
capitalizable cost under the Company’s Intangible Asset policy in accordance with IAS 38.  In making this 
determination management determined that license fees as well as cost reimbursements for maintenance of the patents 
would be capitalized, while any future royalty payments made under the license agreement are not components of cost. 
 
 
Intangible Assets – impairment  



WPD PHARMACEUTICALS INC. 
Notes to the Consolidated Financial Statements 
For the year ended December 31, 2020 
Expressed in Canadian Dollars  
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The application of the Company’s accounting policy for intangible asset expenditures requires judgment in determining 
whether it is likely that future economic benefits will flow to the Company, which may be based on assumptions about 
future events or circumstances. Estimates and assumptions may change if new information becomes available. If, after 
expenditures are capitalized, information becomes available suggesting that the recovery of expenditures is unlikely, 
the amount capitalized is written off in profit or loss in the period the new information becomes available.  
 
Following initial recognition, the Company carries the value of intangible assets at cost less accumulated amortization 
and any accumulated impairment losses. Amortization is recorded on a straight-line basis based upon management’s 
estimate of the useful life and residual value. The estimates are reviewed at least annually and are updated if 
expectations change as a result of technical obsolescence or legal and other limits to use. A change in the useful life or 
residual value will impact the reported carrying value of the intangible assets resulting in a change in related 
amortization expense.  
 
Determination of functional currency  
The Company determines the functional currency through an analysis of several indicators such as expenses and cash 
flow, financing activities, retention of operating cash flows, and frequency of transactions within the reporting entity.  
 
Income taxes  
In assessing the probability of realizing income tax assets, management makes estimates related to expectation of future 
taxable income, applicable tax opportunities, expected timing of reversals of existing temporary differences and the 
likelihood that tax positions taken will be sustained upon examination by applicable tax authorities. In making its 
assessments, management gives additional weight to positive and negative evidence that can be objectively verified. 
 
Recognition of other income 
Pursuant to the terms of the Company’s grant from the National Centre of Research and Development in Poland, the 
Company has met certain terms and conditions as detailed in Note 16 to qualify for the grant funding. The Company 
has therefore recognized in profit or loss, grant payments received which are reimbursements for expenditures the 
Company has incurred to date under the grant parameters. Management exercised judgement in determining whether 
the Company has met the relevant conditions attached to grants received.  All such expenses are subject to assessment 
by National Centre of Research and Development for compliance with the grant regulations which may result in certain 
expenses being denied. 

 
Valuation of investment in private company 
The Company recognizes its investment at fair value.  Fair value is determined on the basis of market prices from 
independent sources, if available.  If there is no market price, then the fair value is determined by using valuation 
models with inputs derived from observable market data where possible, but where observable data is not available, 
judgement is required to establish fair values. 
 
There is inherent uncertainty and imprecision in estimating the factors that can affect fair value, and in estimating fair 
values generally, when observable data is not available.  Changes in assumptions and inputs used in valuing financial 
instruments could affect reported fair values.  The Company’s investment was valued using Level 3 and Level 2 inputs 
in fiscal 2020 and 2019 respectively, see Note 7 for details. 
 
Share-based payments  
The Company measures the cost of equity-settled transactions with employees and those providing similar services by 
reference to the fair value of the equity instruments at the date at which they were granted. Estimating the 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 options, volatility, and dividend yield.  
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3. SIGNIFICANT ACCOUNTING POLICIES 
 

The accounting policies set out below have been applied consistently to all periods presented in these consolidated 
financial statements, unless otherwise indicated. Certain prior year comparative figures have been reclassified to 
comply with current year presentation. 
 
Leases  
 
At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is, or contains, 
a lease if the contract conveys the right to control the use of an identified asset for a period of time in exchange for 
consideration. The Company assesses whether the contract involves the use of an identified asset, whether the right to 
obtain substantially all of the economic benefits from use of the asset during the term of the arrangement exists, and if 
the Company has the right to direct the use of the asset. At inception or on reassessment of a contract that contains a 
lease component, the Company allocates the consideration in the contract to each lease component on the basis of their 
relative standalone prices.  
  
As a lessee, the Company recognizes a right-of-use asset and a lease liability at the commencement date of a lease. The 
right-of-use asset is initially measured at cost, which is comprised of the initial amount of the lease liability adjusted 
for any lease payments made at or before the commencement date, plus any decommissioning and restoration costs, 
less any lease incentives received.  
  
The right-of-use asset is subsequently depreciated from the commencement date to the earlier of the end of the lease 
term, or the end of the useful life of the asset. In addition, the right-of-use asset may be reduced due to impairment 
losses, if any, and adjusted for certain remeasurements of the lease liability.  
  
A lease liability is initially measured at the present value of the lease payments that are not paid at the commencement 
date, discounted by the interest rate implicit in the lease, or if that rate cannot be readily determined, the incremental 
borrowing rate. Lease payments included in the measurement of the lease liability are comprised of:  
  

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

commencement date;  
• amounts expected to be payable under a residual value guarantee;  
• exercise prices of purchase options if the Company is reasonably certain to exercise that option; and 
• payments of penalties for terminating the lease, if the lease term reflects the lessee exercising an option to 

terminate the lease.  
  
The lease liability is measured at amortized cost using the effective interest method. It is remeasured when there is a 
change in future lease payments arising from a change in an index or rate, or if there is a change in the estimate or 
assessment of the expected amount payable under a residual value guarantee, purchase, extension or termination option. 
Variable lease payments not included in the initial measurement of the lease liability are charged directly to profit or 
loss.  
  
The Company has elected not to recognize right-of-use assets and lease liabilities for short-term leases that have a lease 
term of 12 months or less and leases of low-value assets. The lease payments associated with these leases are charged 
directly to profit or loss on a straight-line basis over the lease term. 

 
 Financial instruments 
 
 Financial assets 

 
The Company classified its financial assets in the following categories: at fair value through profit and loss (“FVTPL”), 
at fair value through other comprehensive income (“FVTOCI”), or at amortized cost. The determination of the 
classification of financial assets is made at initial recognition. Equity instruments that are held for trading (including 



WPD PHARMACEUTICALS INC. 
Notes to the Consolidated Financial Statements 
For the year ended December 31, 2020 
Expressed in Canadian Dollars  
 
 

Page | 13  
 

all equity derivative instruments) are classified as FVTPL; for other equity instruments, on the day of acquisition the 
Company can make an irrevocable election (on an instrument-by-instrument basis) to designate them as at FVTOCI. 

 
The Company’s accounting policy for each of the categories is as follows: 
 
Financial assets at FVTPL: Financial assets carried at FVTPL are initially recorded at fair value and transaction costs 
are expensed in the statement of (loss) income. Realized and unrealized gains and losses arising from changes in the 
fair value of financial assets held at FVTPL are included in the statement of (loss) income in the period. 
 
Financial assets at FVTOCI: Investments in equity instruments at FVTOCI are initially recognized at fair value plus 
transaction costs. Subsequently they are measured at fair value, with gains and losses arising from changes in fair value 
recognized in other comprehensive (loss) income in they arise. 

 
Financial assets at amortized cost: A financial asset is measured at amortized cost if the objective of the business model 
is to hold the financial asset for the collection of contractual cash flows, and the asset’s contractual cash flows are 
comprised solely of payments of principal and interest. They are classified as current assets or non-current assets based 
on their maturity date, and are initially recognized at fair value and subsequently carried at amortized cost less any 
impairment. 

 
Impairment of financial assets at amortized cost: The Company recognizes a loss allowance for expected credit losses 
on financial assets that are measured at amortized cost. The estimated present value of future cash flows associated 
with the asset is determined and an impairment loss is recognized for the difference between this amount and the 
carrying amount as follows: the carrying amount of the asset is reduced to estimated present value of the future cash 
flows associated with the asset, discounted at the financial asset’s original effective interest rate, either directly or 
through the use of an allowance account and the resulting loss is recognized in profit or loss for the period.  
 
In a subsequent period, if the amount of the impairment loss related to financial assets measured at amortized cost 
decreases, the previously recognized impairment loss is reversed through profit or loss to the extent that the carrying 
amount of the investment at the date the impairment is reversed does not exceed what the amortized cost would have 
been had the impairment not been recognized. 

 
The following table shows the classification of the Company’s financial assets: 
 

Financial asset IFRS 9 Classification 
Cash and restricted cash Fair value through profit or loss 
Receivables Amortized cost 
Investment Fair value through profit or loss 

 
Financial liabilities 
 
The Company classifies its financial liabilities into one of two categories, depending on the purpose for which the 
liability was incurred. The Company's accounting policy for each category is as follows: 
 
Fair value through profit or loss – This category comprises derivatives or liabilities acquired or incurred principally 
for the purpose of selling or repurchasing in the near term. They are carried in the statement of financial position at fair 
value with changes in fair value recognized in the statement of operations and comprehensive loss. 
 
Other financial liabilities - This category includes accounts payable and accrued liabilities, secured convertible 
debentures and flow-through obligation, all of which are recognized at amortized cost using the effective interest 
method. 

 
Transaction costs in respect of financial instruments at fair value through profit or loss are recognized in the statement 
of operations and comprehensive losses immediately, while transaction costs associated with all other financial 
instruments are included in the initial measurement of the financial instrument. 
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The following table shows the classification of the Company’s financial liabilities under IFRS 9: 
 

Financial asset IFRS 9 Classification 
Accounts payable and accrued liabilities   Other financial liabilities  
Loans payable  Other financial liabilities 

 
Equipment  

 
Office and medical equipment acquired for use in research and business activities is valued at cost, being the purchase 
price and directly attributable cost of acquisition required to bring the asset to the location and condition necessary to 
be capable of operating in the manner intended by the Company. Depreciation has been recognized using the declining 
balance method at the rate of 20% per annum. 
 

 Intangible assets  
 

The Company owns intangible assets consisting of a license agreement for use of patents. Intangible assets acquired 
separately are measured on initial recognition at cost. Following initial recognition, intangible assets are carried at cost 
less any accumulated amortization and any accumulated impairment losses. Subsequent expenditures are capitalized 
only when they increase the future economic benefits embodied in the specific asset to which they relate. All other 
expenditures are recognized in profit or loss as incurred.  
 
The Company does not hold any intangible assets with indefinite lives. 
 
Intangible assets with finite lives are amortized over the useful economic life and assessed for impairment whenever 
there is an indication that the intangible asset may be impaired. The amortization method and amortization period of an 
intangible asset with a finite life is reviewed at least annually. Changes in the expected useful life or the expected pattern 
of consumption of future economic benefits embodied in the asset is accounted for by changing the amortization period 
or method, as appropriate, and are treated as changes in accounting estimates. The amortization expense on intangible 
assets with finite lives is recognized profit and loss. 
 
Amortization is recognized in profit or loss on a straight-line basis over the estimated useful lives of intangible assets. 
During the year ended December 31, 2020, the Company revised its expected useful life related to patent costs 
capitalized as intangible assets down to 2 years (2019 – 20 years) based on a refined timeline for the projects to which 
the patented technology will be applied.  The Company continually assesses the expected benefit provided from these 
patents as it performs research in order to make these estimates. 
 

 Impairment of long-lived assets  
 

The Company’s long-lived assets are reviewed for indications of impairment at the date of preparing each statement of 
financial position. If indication of impairment exists, the asset’s recoverable amount is estimated.  
 
An impairment loss is recognized when the carrying value of an asset, or its cash-generating unit, exceeds its 
recoverable amount. A cash-generating unit is the smallest identifiable group of assets that generates cash inflows that 
are largely independent of cash inflows from other assets or group of assets. For the purpose of impairment testing, the 
Company determined it has one cash-generating unit.  
 
The recoverable amount is the greater of the asset’s fair value less cost to sell and value in use. In assessing fair value 
less cost to sell for the cash-generating unit, the Company’s market capitalization is considered. 
 
Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is increased 
to the revised estimate of its recoverable amount, but not to an amount that would exceed the original carrying amount 
in prior years. A reversal of an impairment loss is recognized immediately in profit or loss. 
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 Provisions  
 

Provisions are recorded when a present legal, statutory or constructive obligation exists as a result of past events where 
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and a 
reliable estimate of the amount of the obligation can be made.  
The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation 
at the statement of financial position date, taking into account the risks and uncertainties surrounding the obligation.  

 
Where a provision is measured using the cash flows estimated to settle the present obligation, if the effect is material, 
its carrying amount is the present value of those cash flows.  
 
Government assistance  
 
Government grants related to income, including grants from similar bodies, are presented as part of profit and loss as 
other income. Government grants are recognized when there is reasonable assurance that the Company has met the 
requirements of the approved grant program and there is reasonable assurance that the grant will be received.  
  
Research grants that compensate the Company for expenses incurred are recognized in profit or loss on a systematic 
basis in the same years in which the expenses are recognized. Grants that compensate the Company for the cost of an 
asset are recognized in profit or loss on a systematic basis over the useful life of the asset. 
 

 Research and development costs  
 

Expenditures on research and development activities, undertaken with the prospect of gaining new scientific or 
technical knowledge and understanding, are recognized in profit or loss as incurred. Investment tax credits related to 
current expenditures are included in the determination of net income as the expenditures are incurred when there is 
reasonable assurance they will be realized. 
 
Development activities involve a plan or design for the production of new or substantially improved products and 
processes. 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 and to use or sell the asset. These criteria will be deemed by 
the Company to have been met when or if revenue is generated by the Company and a determination that it has sufficient 
resources to market and sell its product offerings. Upon a determination that the criteria to capitalize development 
expenditures have been met, the expenditures capitalized will include the cost of materials, direct labour, and overhead 
costs that are directly attributable to preparing the asset for its intended use. Other development expenditures will be 
expensed as incurred.  
 
Capitalized development expenditures will be measured at cost less accumulated amortization and accumulated 
impairment losses. No development costs have been capitalized to date. 
 

 Loss per share 
 
 The Company presents basic loss per share for its common shares, calculated by dividing the loss attributable to 

common shareholders of the Company by the weighted average number of common shares outstanding during the 
period.  Diluted loss per share is calculated by adjusting the weighted average number of common shares outstanding 
for dilutive instruments.  The number of shares included with respect to options, warrants, and similar instruments is 
computed using the treasury stock method.  Diluted loss per share does not adjust the loss attributable to common 
shareholders or the weighted average number of common shares outstanding when the effect is anti-dilutive.  

 Income taxes 
 

Income tax expense comprises current and deferred tax. Income tax is recognized in profit or loss except to the extent 
that it relates to items recognized directly in equity. Current tax expense is the expected tax payable on taxable income 
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for the year, using tax rates enacted or substantively enacted at period end, adjusted for amendments to tax payable 
with regards to previous years. 
 
Deferred tax is recorded using the liability method, providing for temporary differences, between the carrying amounts 
of assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. Temporary 
differences are not provided for relating to goodwill not deductible for tax purposes, the initial recognition of assets or 
liabilities that affect neither accounting nor taxable loss, and differences relating to investments in subsidiaries to the 
extent that they will probably not reverse in the foreseeable future. The amount of deferred tax provided is based on the 
expected manner of realization or settlement of the carrying amount of assets and liabilities, using tax rates enacted or 
substantively enacted at the date of the statement of financial position. 
 
A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available against 
which the asset can be utilized. To the extent that the Company does not consider it probable that a deferred tax asset 
will be recovered, it does not recognize the asset. 

 
 Stock-based compensation 
 

The Company grants stock options to purchase common shares of the Company to directors, officers, employees and 
consultants.  
 
(i) Employees and others providing similar services 
 

The Board of Directors grants stock options to directors, officers, and employees for periods of up to five years, 
with vesting periods determined at its sole discretion. 

 
Stock options granted to employees and others providing similar services are valued based on the fair value of the 
equity instruments granted. When stock options granted to employees vest in instalments over a vesting period, 
each instalment is treated as a separate grant. The fair value of stock options granted to employees is measured at 
grant date using the Black-Scholes option pricing model. The fair value is recognized as an expense over the vesting 
period with a corresponding increase in contributed surplus. The amount recognized as an expense is adjusted to 
reflect the number of stock options expected to vest. 

 
(ii) Non-employees  
 

Stock options granted to non-employees are valued based on the fair value of the goods or services received, unless 
that fair value cannot be estimated reliably, in which case, the fair value of the goods and services received is 
measured, indirectly, by reference to the fair value of the equity instruments granted. The fair value is recognized 
as a cost when the Company obtains the goods or the counterparty renders the service, with a corresponding 
increase in contributed surplus. The fair value is recognized as a cost over the vesting period, if any. When 
applicable, the fair value of stock options granted to non-employees is measured using the Black-Scholes option 
pricing model. The fair value of identifiable goods and services is measured on the date the Company obtains the 
goods or the counterparty renders the services. The fair value of unidentifiable goods and services is measured at 
grant date.  

  
(iii) Modifications  
 
 Modifications to the vesting periods of stock-based compensation are accounted for prospectively from the 

modification date to the revised vesting date. 
 
 New standards not yet adopted 

 
The Company is not aware of any upcoming accounting pronouncements which would be expected to have a material 
impact on the financial statements. 
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4. REVERSE TAKEOVER  
 

On December 20, 2019, pursuant to the terms of the Transaction, the Company acquired all of the outstanding shares 
of WPD by way of a share exchange.  WPD is considered to have acquired the Company with the Transaction being 
accounted for as a reverse takeover of the Company by WPD in accordance with the guidance provided in IFRS 2, 
Share-based Payments and IFRS 3, Business Combinations.  Accordingly, the consolidated financial statements 
represent a continuation of WPD, not the Company, with the exception that all figures as to the number of common 
shares, as well as loss per share in these consolidated financial statements reflect the legal capital of Company at the 
exchange ratio in the acquisition. 
 
The acquisition constitutes an asset acquisition as the Company does not meet the definition of a business, as defined 
in IFRS 3, Business Combinations. 
 
As a result of this asset acquisition, a listing expense of $9,731,628 has been recorded as transaction fees in profit and 
loss during the year ended December 31, 2019. 
 
This reflects the difference between the estimated fair value of the 32,120,392 WPD common shares deemed to have 
been issued to the Company’s shareholders less the fair value of the assets of the Company being acquired: 
 

Purchase Price   
32,120,392 common shares of the Company at $0.35 per share $ 11,242,137 
4,500,000 common shares issued as a finder’s fee  1,575,000 
Total Purchase Price  12,817,137 
   
Allocation of Purchase Price   
Cash  $ 2,876,434 
Receivables  58,207 
Loan receivable from WPD  306,130 
Prepaid expenses  13,574 
Accounts payable and accrued liabilities  (152,873) 
Interest payable  (15,963) 
Listing expense  9,731,628 
 $ 12,817,137 

 
 In connection to the Transaction, the Company issued a total of 67,000,000 common shares to acquire WPD, as follows: 

60,206,875 common shares to former WPD shareholders; 1,161,536 common shares to prior holders of WPD 
convertible debt (Note 9); 3,792,772 common shares under the terms of the Wake Forest License Agreement (Note 6); 
1,815,112 common shares under the terms of the Consideration Agreement described in Note 10(c); and 23,705 
common shares for management services (Note 10). 
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5. RECEIVABLES 
 

  December 31,  December 31, 
  2020  2019 

     
Other receivables $ 13,123 $ 61,297 
Tax receivables  26,603      160,621 
 $ 39,726 $ 221,918 

 Tax receivables are comprised of GST in Canada and Value-added tax (“VAT”) in Poland. 
 
6. INTANGIBLE ASSETS  
                       Patents 

Cost    
Balance at December 31, 2018 $ 225,692 

Additions   126,074 
Cumulative translation adjustment   9,819 

Balance at December 31, 2019  361,585 
   
Additions   644,791 
Cumulative translation adjustment   (1,055) 

Balance at December 31, 2020 $ 1,005,321 
   
Amortization    
Balance at December 31, 2018 $ (5,583) 

Additions   (30,646) 
Balance at December 31, 2019  (36,229) 

   
Additions   (307,562) 

Balance at December 31, 2020 $ (343,791) 
   
Carrying Value as at December 31, 2019 $ 325,356 
Carrying Value as at December 31, 2020 $ 661,530 

 
On November 28, 2017 the Company signed a license agreement (“Wake Forest License Agreement”) with Wake 
Forest University Health Sciences (“WFUHS”) granting the Company an exclusive, worldwide, royalty-bearing license 
under certain patented and patent-pending technologies for the diagnosis and treatment of glioblastoma multiforme, to 
make, use, import, offer for sale and sell licensed pharmaceutical products, including the right to sublicense its rights 
under the Wake Forest License Agreement, subject to WFUHS’ retained right to make, have made, and use licensed 
products solely for non-commercial, educational, academic, and research purposes.  The term of the Wake Forest 
License Agreement is for the life of the licensed patents, which is 20 years. 
 
Under the Wake Forest License Agreement, WPD agreed to make an up-front payment of USD$50,000 (paid) and an 
annual fee payment of USD$10,000 during the term of the Wake Forest License Agreement.  WPD also agreed to make 
certain milestones and milestone payments to WFUHS, including payment of the following: (i) USD$75,000 upon 
filing the first investigational new drug application with the U.S. Food and Drug Administration (or non-U.S. major 
market equivalent); (ii) USD$150,000 upon enrolling the first patient in the first clinical trial that is designed to study 
efficacy and longer term safety of a product licensed under the Wake Forest License Agreement; and (iii) USD$750,000 
upon first commercial sale of a licensed product in a Major Market (as defined in the Wake Forest License Agreement) 
in which the licensed product is covered by a valid claim of a licensed patent. 
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WPD is also subject to numerous royalty payments under the agreement, which arise under various conditions such as 
the sale of a licensed product, and/or sublicense revenue being received.  WPD also agreed to reimburse WFUHS for 
expenses incurred up to the effective date of the agreement related to the licensed payments with 6 equal payments of 
USD$47,880 due April 1 and October 1 of each year from 2018 to 2020. All such payments have been made or accrued 
as of December 31, 2020. Expenses incurred after the effective date of the agreement related to preparation, filing, and 
prosecution of the patents are also reimbursable from WPD to WFUHS. 
 
In addition, as part of the consideration under the Wake Forest License Agreement, WPD agreed that, on the date that 
WPD completes the issuance and sale of equity, equity-linked, or convertible debt securities for cumulative gross 
proceeds of at least USD$2,000,000, WPD shall issue to WFUHS shares of its common stock, such that WFUHS will 
hold, in aggregate, 6.0% of WPD’s outstanding common stock calculated on a fully diluted basis.  These shares were 
issued upon completion of the Transaction, in total 3,792,772 common shares were issued (Note 4) with a value of 
$1,327,470 expensed to profit and loss as transaction fees. 
 
On October 10, 2018 the Company entered into an agreement with Animal Life Sciences Inc. (formerly Animal Life 
Sciences, LLC) (“ALS”) to sublicense patent rights obtained under the WFUHS agreement.  In consideration for 
sublicensing these rights, WPD received 418,750 common shares in ALS initially valued at $nil.  See Note 7 for details 
regarding these ALS shares. 

 
7. INVESTMENT 

 
Animal Life Sciences (“ALS”) was formed as a limited liability company in the State of Nevada on August 22, 2018.  
In June 2019, ALS converted from an LLC to a “C Corporation” under the US Tax code and changed its name to 
Animal Life Sciences Inc.  ALS is considered a related party as its controlling shareholder is also a founding shareholder 
of the Company. 
 
ALS was established as a pharmaceutical and nutritional development company focused on the licensing, development 
and commercialization of safe and effective treatments for pet animals based on human cancer technologies.  ALS has 
not presently undertaken any business operations, however, it has entered into sub-license agreements with three 
minority members, including WPD, pertaining to certain prospective technologies that those members have recently 
licensed from health research institutions. 
 
In fiscal 2019, ALS completed an equity financing which valued ALS at USD $6 million.  At that time, the Company’s 
shares amounted to a 6.1% position in ALS which implied a valuation of $476,246.  This is considered a Level 2 input.  
As there were no further observable inputs during the year ended December 31, 2019, this financing was determined to 
be the most reliable indicator of fair value as at December 31, 2019.  
 
At December 31, 2020, the Company determined that because ALS had no operations and no significant identifiable 
assets, the fair value of its investment was $nil, based on these Level 3 inputs. 
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8. EQUIPMENT  
                    Office and Medical 
                             Equipment 

Cost    
Balance at December 31, 2018 and December 31, 2019 $ 40,549 

   

Additions   61,070 
Cumulative translation adjustment   (108) 

Balance at December 31, 2020 $ 101,511 
   
Depreciation    
Balance at December 31, 2018 $ (4,015) 

   

Additions   (9,503) 
Balance at December 31, 2019 $ (13,518) 

   

Additions   (23,624) 
Balance at December 31, 2020 $ (37,142) 
   
Carrying Value as at December 31, 2019 $ 27,031 
Carrying Value as at December 31, 2020 $ 64,369 

 
9. LOANS PAYABLE  

 
Short-Term Loans 

 
During the year ended December 31, 2020, WPD received $106,626 (PLN 307,800) from the Polish government’s 
COVID-19 assistance program (“COVID-19 Contribution”). 
 
The COVID-19 Contribution is interest-free and is partially a grant and partially a loan, depending on what level of 
activity and employment the Company maintains over the next 12 months. The amount of the loan is to be determined 
at the end of 12 months. Once determined, the loan amount is to be repaid in 24 monthly instalments commencing in 
the 13th month after receipt of the COVID-19 Contribution.  
 
During the year ended December 31, 2020, the Company recognized a gain and discounted the COVID-19 Contribution 
by $26,982 as a result of the imputed interest benefit received from the interest-free COVID-19 Contribution. The 
future cash flows have been discounted using a rate of 10.1%. 
 
During the year ended December 31, 2019, WPD signed multiple agreements to convert loans into common shares of 
WPD (prior to the Transaction described in Note 4).  In total, 17,079 common shares of WPD were issued under such 
agreements, in exchange for settlement of $303,461 of loans.  An additional $92,269 in loans were forgiven in 
connection with debt conversion agreements. During the year ended December 31, 2020, the remaining balance of these 
loans was repaid. 
 
Convertible Debt 
 
During the year ended December 31, 2019, WPD also issued $335,351 in convertible loans under multiple agreements.  
These loans were short term, bore interest rates of 10% per annum and were unsecured.  They were converted into 
1,161,536 common shares of the Company at $0.30 per share upon completion of the Transaction (Note 4). 
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Loan payable movement during the year was as follows: 
 

  2020  2019 
Opening balance $ 192,707 $ 519,126 
   Loans received  106,626  596,801 
   Interest expense  10,966  55,469 
   Repayments  (111,494)  (151,760) 
   Imputed interest benefit  (26,982)  - 
   Debt forgiveness  -  (92,269) 
   Conversion to common shares  -  (638,812) 
   Foreign exchange  (79,367)  (95,848) 
Ending Balance $ 92,456 $ 192,707 

 
10. RELATED PARTY TRANSACTIONS  
 

Key management personnel include those persons having authority and responsibility for planning, directing, and 
controlling the activities of the Company as a whole. The Company has determined that key management personnel 
consist of members of the Board and corporate officers, including the Company’s Chief Executive Officer and Chief 
Financial Officer.  
 
Key management compensation for the year ended December 31, 2020 and 2019 was as follows: 
 

  December 31,  December 31, 
For the years ended  2020  2019 
Salaries and management fees  $ 205,750 $ 79,000(1) 
Director fees  12,100  - 
Share-based payments  2,422,056  - 
 $ 2,639,906 $ 79,000 

 
(1) Management fees includes share-based compensation of $8,297 relating to 23,705 common shares issued for 

management services. 
 
As at December 31, 2020, accounts payable and accrued liabilities include $28,110 (December 31, 2019 – $nil) payable 
to key management personnel. 
 
Amounts due to related parties included in accounts payable and accrued liabilities are unsecured, non-interest-bearing 
and are without fixed terms of repayment.  

 
During the years ended December 31, 2020 and 2019, the Company also had the following transactions with related 
parties: 
 
a) CNS Agreements 

On August 30, 2018, WPD entered into a sublicense agreement (the “CNS Sublicense Agreement”) with CNS 
Pharmaceuticals, Inc. (“CNS Pharma”).  In connection, the Company is committed to spend at least US $2 million 
on the development, testing, regulatory approval, or commercialization of the products governed under the CNS 
License Agreement by August 30, 2021. 
 
To date the Company has not yet submitted any expenditures for formal approval under its commitments.   
CNS Pharma is a related party due to its founder and controlling shareholder being a significant shareholder of the 
Company. 
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On January 29, 2019, the Company signed a Consulting Agreement with CNS Pharma, under which the Company 
sub-contracted an employee to CNS Pharma for compensation of USD 5,000 per month for a term of twelve 
months. Amounts received under this agreement are included within Other Income in profit and loss. 
 
On March 23, 2020, the Company announced that it signed a Development Agreement with CNS (“CNS 
Development Agreement”). Under the CNS Development Agreement, the Company will receive a portion of the 
development costs from CNS for certain products in development in exchange for certain economic rights. In 
connection, the Company received an upfront cash payment of $USD 225,000 all of which was recorded in other 
income as the Company incurred corresponding development costs. As well, CNS committed to a milestone 
payment of $USD 775,000 upon completion of certain milestones. In return for the funding, CNS is entitled to 
receive 50% of net sales of resulting commercial products in certain of the Company’s licensed territories.  
 

b) Moleculin Sublicense Agreement 
On February 19, 2019, the Company entered into a sublicense agreement (the “Moleculin Sublicense Agreement”) 
with Moleculin Biotech, Inc. (“Moleculin”), under which Moleculin sublicensed certain intellectual property rights 
to WPD, including rights to certain products. In consideration for sublicensing rights provided, the Company 
agreed to make expenditures of at least: (i) USD $2,500,000 during the first two years of the agreement on the 
research, development and commercialization of products in the licensed territories, and (ii) USD $1,000,000 
annually for the two years thereafter on the research and development of products in the licensed territories. 
 
On March 22, 2021, the Company entered into an amendment of the Moleculin Sublicense Agreement which 
extends the period of time in which WPD has to expend the research, development and commercialization costs, 
increases the amounts required to be spent over that longer period and also provides a process to extend the period 
of time further, if necessary (see Note 19 (b)).  
 
Although to date the Company has not yet submitted any expenditures for formal approval under its commitments, 
the agreement remains in good standing.   
 
Moleculin is a related party due to its founder being a significant shareholder of the Company. 
 

c) On July 30, 2019, the Company signed a Consideration Agreement with Exploration Invest Pte. Ltd. 
(“Exploration”), who is party to license agreements with Moleculin.  Under the Consideration Agreement, 
Exploration agreed to cede certain territorial rights, amend certain rights under its own license agreements with 
Moleculin, and release WPD from liability under those rights.  In consideration, WPD agreed to issue 536 common 
shares to Exploration.  This commitment was settled via the issuance of 1,815,112 post-Transaction Shares (Note 
4), with a value of $635,289, expensed to profit and loss as transaction fees. 

 
d) ALS Sub-license Agreement and Related Investment 

Refer to Notes 6 and 7 for details. 
 
11. SHAREHOLDERS’ EQUITY 
 
 Authorized 
 

The Company is authorized to issue an unlimited number of voting common shares without par value.  
  

Issued share capital 
 

As at December 31, 2020, the Company has 113,438,244 (December 31, 2019 – 111,520,388) common shares issued 
and outstanding.  
 
On April 11, 2019, the Company issued 600 common shares in connection with subscriptions received in advance in 
the amount of $404,928. A further 17,079 common shares were issued in connection to debt settlements (Note 9), with 
a value of $303,461.  
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On December 20, 2019, the Company completed the Transaction (Note 4). In connection, the Company legally acquired 
the 17,779 outstanding shares of WPD, in exchange for 60,206,875 common shares (Note 4) and issued 4,500,000 
common shares as a finder’s fee (See Note 4). The Company had 32,120,392 common shares issued and outstanding at 
the date of the Transaction. In addition, on completion of the Transaction, the Company converted 7,899,996 
subscription receipts into one unit of the Company for every subscription receipt held. Each unit consisted of one 
common share and one-half of one share purchase warrant. Each whole warrant will entitle the holder to obtain one 
additional common share of the Company at a price of $0.50 for a period of 24 months from the date of issue. 
 
During the year ended December 31, 2020, the Company issued 325,000 common shares on the exercise of 325,000 
stock options for gross proceeds of $297,500. 
 
During the year ended December 31, 2020, the Company issued 1,592,856 common shares on the exercise of 1,592,856 
warrants for gross proceeds of $796,428. 
 

 Stock Options 
 

The Company adopted an incentive stock option plan (the “Plan”), which provides that the Board of Directors of the 
Company may from time to time, at its discretion, and in accordance with the Exchange requirements, grant to directors, 
officers, employees, and consultants of the Company, non-transferable options to purchase common shares, provided 
that the number of common shares reserved for issuance will not exceed 10% of the issued and outstanding common 
shares of the Company. Stock options and charitable options will be exercisable for a year of up to 10 years from the 
date of grant. Options granted the Plan vest immediately or over a period of time at the discretion of the Board of 
Directors. 
 
In connection with the foregoing, the number of common shares reserved for issuance to any individual director or 
officer will not exceed five percent (5%) of the issued and outstanding common shares and the number of common 
shares reserved for issuance to all consultants will not exceed two percent (2%) of the issued and outstanding common 
shares. Options may be exercised no later than 90 days, or, in the case of an optionee providing investor relations 
activities, the 30th day following cessation of the optionee’s position with the Company, provided that if the cessation 
of office, directorship, or consulting arrangement was by reason of death, the option may be exercised within a 
maximum year of six months after such death, subject to the expiry date of such option. 

 
The fair value of stock options granted during the year ended December 31, 2020 was measured based on the Black-
Scholes option pricing model with the following assumptions: 
 
 2020 
Risk-free interest rate 0.40% ~ 1.52% 
Dividend yield 0.00% 
Expected life (years) 1.00 ~ 5.00 
Volatility 100.00% 
Forfeiture rate 0.00% 
Fair value at grant date $0.14 ~ $0.64 
 

  



WPD PHARMACEUTICALS INC. 
Notes to the Consolidated Financial Statements 
For the year ended December 31, 2020 
Expressed in Canadian Dollars  
 
 

Page | 24  
 

The following table summarizes the Company’s stock options activity:  
 
 

Number 
of Options 

Weighted 
average 

exercise price 

Weighted 
average 

remaining life 
(years) 

Outstanding, December 31, 2019 and 2018  - $      - - 
Issued 8,800,000  0.89 4.10 
Exercised (325,000)  0.92 - 

Outstanding, December 31, 2020 8,475,000 $ 0.89 3.26 
 
As at December 31, 2020, the Company had the following options outstanding: 
 
  December 31, 2020 

Expiry date 

Number of 
options 

outstanding 

Number of 
options 

exercisable 

Weighted 
Average 
Exercise 

Price 
($) 

Weighted 
Average 

Remaining 
Life 

(Years) 
January 23, 2021(1) 1,800,000 1,800,000 0.95 0.06 
January 13, 2025 5,475,000 4,106,250 0.86 4.04 
March 13, 2025 500,000 - 0.86 4.20 
March 23, 2025 200,000 75,000 1.23 4.23 
November 4, 2025 500,000 41,667 0.86 4.85 
 8,475,000 6,022,917 0.89 3.26 
(1) Subsequent to December 31, 2020, these options expired unexercised. 
 
During the year ended December 31, 2020, the Company recorded share-based payments expense of $4,323,278 (2019 
– $1,962,759) in relation to the vesting of stock options. 

 
Warrants 
 

 The following table summarizes the Company’s warrant activity:  
 

  
 

Number 
of Warrants 

Weighted 
Average 

Exercise Price 
($) 

Outstanding, December 31, 2018 - - 
Issued 3,949,998 0.50 
Outstanding, December 31, 2019 3,949,998 0.50 
Exercised (1,592,856) 0.50 
Outstanding, December 31, 2020 2,357,142 0.50 

 
As at December 31, 2020, the Company had 2,357,142 warrants outstanding, exercisable at $0.50 per warrant until 
December 20, 2021. 
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12. RIGHT-OF-USE ASSETS AND LEASE LIABILITEIS  
 
 Right-of-use Assets  
 

   
Cost   
At December 31, 2018 $ - 

   
Adjustment on initial adoption of IFRS 16 (Note 2)  127,307 
Cumulative translation adjustment   (6,561) 

At December 31, 2019  120,746 
   

Additions  22,926 
Cumulative translation adjustment   422 

At December 31, 2020 $ 144,094 
   
Depreciation    
At December 31, 2018 $ - 

Depreciation   (60,584) 
At December 31, 2019  (60,584) 

   
Depreciation   (60,584) 

At December 31, 2020 $ (121,168) 
   
Net book value   
At December 31, 2019  $ 60,162 
At December 31, 2020 $ 22,926 

 
The Company has right-of-use-assets and lease liabilities for leased office space, laboratory equipment, and an 
automobile. As of December 31, 2020 the balance relates only to the vehicle lease.  The incremental borrowing rate for 
the Company at January 1 and through December 31, 2019 and for the year ended December 31, 2020 ranged from 5-
10%.  For equipment leases, the interest rate implicit in the lease is 3.06%. 
 
Depreciation of right-of-use assets is calculated using the straight-line method over the remaining lease team.   
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Lease liabilities  
 

 
 

Premises and 
Equipment  

   
Lease liabilities recognized as at January 1, 2019 $ 127,307 

   
Lease payments  (64,123) 
Interest expense   5,192 
Cumulative translation adjustment   (6,572) 

At December 31, 2019 $ 61,804 
   
Additions  22,926 
Lease payments  (64,123) 
Interest expense   5,192 
Cumulative translation adjustment   (2,873) 

At December 31, 2020 $ 22,926 
Current portion $ 22,926 
Long-term portion  - 
 $ 22,926 

 
During the year ended December 31, 2020, the Company expensed $7,532 related to low value or short-term leases 
(2019 – $2,703). 
 

13. SEGMENT INFORMATION 
 
 The Company operates in one reportable operating segment, being the research and development of innovative 

medicinal products in the field of oncology and virology.  All of the Company’s long-lived assets are located in Poland. 
 
14. FINANCIAL AND CAPITAL RISK MANAGEMENT 
 

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: quoted prices (unadjusted) in active markets for identical assets or liabilities. 
• Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability,  

  either directly (i.e., as prices) or indirectly (i.e., derived from prices). 
• Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs). 
 
The carrying value of receivables, accounts payable and accrued liabilities and loans payable approximates fair value 
due to the short-term nature of the financial instruments. Cash and restricted cash is valued at a Level 1 fair value 
measurement and is classified as fair value through profit or loss. Investments are measured at fair value using Level 3 
inputs. During the year ended, December 31, 2020, $476,246 was transferred from Level 2 to Level 3, refer to Note 7 
for relevant disclosures surrounding inputs. 
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Risk management 
 

Financial instruments 
 
The Company is exposed to varying degrees to a variety of financial instrument related risks: 
 
Credit risk  
 
Financial instruments that potentially subject the Company to a significant concentration of credit risk consist primarily 
of cash, restricted cash and receivables. The Company’s receivables are primarily due to other receivables and value 
added taxes. The Company limits its exposure to credit loss by placing its cash and restricted cash with major financial 
institutions. Credit risk with respect to value added taxes is minimal as the amounts are due from government agencies.  
 
The Company has no investment in asset backed commercial paper.  
 

 Liquidity risk  
 
The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities 
when due. As at December 31, 2020, the Company had working capital of $358,765 (2019 - $2,319,360). The Company 
does not generate revenue aside from government research grants and will be reliant on external financing to fund 
operations and repay the debt. Debt and equity financing are dependent on market conditions and may not be available 
on favorable terms. Refer to Note 1 for further discussion. 
 
Market risk 
 
Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign exchange 
rates, and commodity and equity prices.  

 
a) Interest rate risk  
 
As at December 31, 2020, the Company has cash balances which are interest bearing. Interest income is not significant 
to the Company’s projected operational budget and related interest rate fluctuations are not significant to the Company’s 
risk assessment.  
 
The Company’s loans payable are interest-bearing debt at a fixed rate and therefore not subject to interest rate risk. 
 
b) Foreign currency risk  

 
The Company’s foreign currency risk exposure relates to net monetary assets denominated in Polish Zloty. A 10% 
change in the foreign exchange rate for the year ended December 31, 2020 and 2019 between the Canadian and Polish 
Zloty would result in a fluctuation of approximately $50,000 and $187,000 respectively in comprehensive loss. The 
Company does not currently engage in hedging activities. 
 
c)  Price risk  
 
The Company is exposed to price risk with respect to commodity prices. The Company closely monitors commodity 
prices to determine the appropriate course of action to be taken by the Company. 
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Capital management 
 
 The Company considers its capital to include loans payable and the components of shareholders’ equity. The Company 

monitors its capital structure and makes adjustments in light of changes in economic conditions and the risk 
characteristics of the underlying assets. To maintain or adjust the capital structure, the Company may issue new equity 
if available on favorable terms. Future financings are dependent on market conditions and the ability to identify sources 
of investment. There can be no assurance the Company will be able to raise funds in the future. 

 
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 year ended December 31, 2020. 
The Company is not subject to externally imposed capital requirements. 

  
15. COMMITMENTS  
 
 The Company has made the following commitments: 
 

• The Company is subject to multiple future payments under the terms of the Wake Forest License Agreement 
outlined in detail in Note 6.  Some of these are fixed payments, some are dependent on future milestones or 
events as outlined in Note 6; 

• The Company is subject to spending commitments outlined in the Moleculin Sublicense Agreement as outlined 
in Note 10; 

• The Company is subject to spending commitments outlined in the CNS Sublicense Agreement as outlined in 
Note 10 and Note 19 (b); 

• The Company is party to two cost sharing agreements with Warsaw University for shared usage of space and 
medical equipment: 
o The premises agreement extends to June 30, 2021 and 2022 for usage of a seminar room and office 

respectively; at a rate of PLN 3,141 and PLN 90 / square meter plus applicable value added tax (“VAT”) 
respectively. 

o The equipment agreement was extended to April 2021 in the amount of PLN 27,552 per month plus 
applicable VAT and was subsequently extended to September 2021 in the amount of PLN 21,000 per 
month plus applicable VAT. 

 
 
16. OTHER INCOME 
  

The Company’s other income relates to funds received from government grants for the year ended December 31, 2020 
in the amount of $1,042,987 (2019 – $1,049,440) which includes $743,991 received from prepayments (see below), 
$335,490 (2019 – $52,028) from a consulting agreement with CNS described in Note 10 and interest income of $5,768 
(2019 – $nil). 

 
During the year ended December 31, 2020, the Company received prepayments of $1,373,881 (4,000,000 PLN) from 
the Polish National Center for Research and Development (“NCRD”) for the further development of Berubicin and 
WP101, the Company’s drug candidates targeting glioblastoma. 
 
Of the total prepayments received, $743,991 is included in other income, representing the portion of development work 
completed, and $629,890 has been recorded as deferred grant income, is segregated in a separate bank account from 
the rest of the Company’s working capital and is classified as restricted cash at December 31, 2020.  This cash is only 
to be used for qualifying expenditures under the terms of the related grants. 
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17. DEFERRED INCOME TAXES 
 

A reconciliation of income taxes at statutory rates is as follows: 
 

  2020  2019 
     
Loss for the year $ (7,522,701) $ (11,614,212) 
     
Expected income tax recovery $ (2,031,000) $ (3,136,000) 
Change in statutory, foreign tax, foreign exchange rates, and other  135,000  144,000 
Permanent differences  1,167,000  2,631,000 
Share issue costs  (5,000)  (5,000) 
Change in unrecognized deductible temporary differences  734,000  366,000 
     
Total income tax expense (recovery) $ - $ - 

 
The significant components of the Company’s deferred tax assets that have not been included in the consolidated 
statement of financial position are as follows: 
 
  2020  2019 
Deferred tax assets (liabilities)     

Property and equipment $ 8,000 $ 4,000 
Share issue costs  3,000  4,000 
Marketable securities  -  (90,000) 
Intangible assets  66,000  7,000 
Non-capital losses available for future period  1,221,000  639,000 

Unrecognized deferred tax assets  (1,298,000)  (564,000) 
Total income tax expense (recovery) $ - $ - 

 
The significant components of the Company’s temporary differences, unused tax credits and unused tax losses that 
have not been included on the consolidated statement of financial position are as follows: 
 

  
                     

2020   
 Expiry Date 

Range  
                     

2019   
 Expiry Date 

Range  
Temporary Differences     

Property and equipment 41,000 No expiry date         18,000   No expiry date  
Share issue costs 11,000  2041 to 2043          14,000   2040 to 2043  
Intangible assets 345,000  No expiry date          36,000   No expiry date  
Non-capital losses available for future 

periods 5,751,000  See below    2,880,000   See below  
Canada 1,608,000 2039 to 2040          11,000   2039  
 Poland 4,143,000 2022 to 2025 2,869,000   2022 to 2024  

 
Tax attributes are subject to review, and potential adjustment, by tax authorities. 

 
18. COVID-19 

 
In March 2020 the World Health Organization declared coronavirus COVID-19 a global pandemic. This contagious 
disease outbreak, which has continued to spread, and any related adverse public health developments, has adversely 
affected workforces, economies, and financial markets globally, potentially leading to an economic downturn. It is not 
possible for the Company to predict the duration or magnitude of the adverse results of the outbreak and its further 
effects on the Company’s business or results of operations at this time. 
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19. SUBSEQUENT EVENTS 
 
a) Subsequent to December 31, 2020, 1,800,000 options expired unexercised. 
 
b) On March 22, 2021, WPD entered into an amendment of the Moleculin Sublicense Agreement (the “Amended 

Moleculin Sublicense Agreement”) in which WPD agreed that it must use commercially reasonable efforts to 
develop and commercialize products in the licensed territories. The term “commercially reasonable efforts” has 
been amended to mean expenditure by WPD of at least USD$2,500,000 during the first 4 years of the agreement 
on the research, development and commercialization of products and at least USD$1,000,000 in each of the 4 years 
thereafter. WPD also will pay to Moleculin a royalty on products sold. 

 
The Amended Moleculin Sublicense Agreement also extends the period of time in which WPD has to expend the 
research, development and commercialization costs to 8 years from February, 2019, increases the amounts required 
to be spent over that longer period and provides a process to extend the period of time further, if necessary. 
 

c) On April 6, 2021, WPD announced that it received an additional C$954,248 (3,000,000 PLN) from the Polish 
National Center for Research and Development (“NCRD”) for further development of Berubicin, the Company’s 
drug candidate targeting glioblastoma multiforme (“GBM”), and will be used for two clinical studies, planned to 
be implemented under the project.  

 
d) On May 11, 2021, WPD announced that it has been conditionally awarded a grant of $6,730,036 (20,394,049.68 

PLN) from the Polish National Center for Research and Development (“NCRD”), for the development of 
Annamycin, the Company’s drug candidate used in the treatment of Acute Myeloid Leukemia (“AML”). 
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