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1. INTRODUCTION 
 
The following Management Discussion and Analysis (“MD&A”) of the operating results and financial position 
of BioNxt Solutions Inc. (the “Company” or “BioNxt”) is prepared as of August 28, 2024, and provides 
information concerning the Company’s financial condition as at June 30, 2024 and for the six months then 
ended. The MD&A should be read in conjunction with the Company’s audited consolidated financial 
statements, including the notes thereto, as at December 31, 2023 and for the year then ended, and the 
unaudited condensed consolidated interim financial statements, including the notes thereto, as at June 30, 
2024 and for the six months ended. 
 
The referenced condensed consolidated interim financial statements have been prepared in accordance 
with International Financial Reporting Standards (“IFRS”). Except as otherwise disclosed, all dollar figures 
included therein and in the following MD&A are quoted in Canadian dollars. 
 

2. DESCRIPTION OF BUSINESS 
 
The Company, formally known as Cannabunker Development Corp. and XPhyto Therapeutics Corp., was 
incorporated under the Business Corporations Act (British Columbia) on December 12, 2017. Effective 
November 14, 2022, the Company changed its name to BioNxt Solutions Inc. The principal business of the 
Company is to focus on next generation drug formulations and delivery systems. The Company trades on 
the Canadian Securities Exchange (“CSE”) under the symbol “BNXT”, on the OTC Pink under the symbol 
“BNXTF” and on the Frankfurt exchange under the symbol “4XT”. 
 

3. CAUTIONARY NOTE REGARDING FORWARDING-LOOKING STATEMENTS 
 
This MD&A contains certain statements that may constitute “forward‐looking statements”. Forward‐looking 
statements include, but are not limited to, statements regarding future anticipated business developments 
and the timing thereof, regulatory compliance, sufficiency of working capital, and business and financing 
plans. Although the Company believes that such statements are reasonable, it can give no assurance that 
such expectations will prove to be correct. Forward‐looking statements are typically identified by words 
such as: believe, expect, anticipate, intend, estimate, postulate and similar expressions, or which by their 
nature refer to future events. The Company cautions investors that any forward‐looking statements by the 
Company are not guarantees of future performance, and that actual results may differ materially from those 
in forward-looking statements as a result of various factors, including, but not limited to, the Company’s 
ability to continue its projected growth, to raise the necessary capital or to be fully able to implement its 
business strategies. 
 

4. OVERALL PERFORMANCE 
 
To June 30, 2024, the Company has an accumulated deficit of $62,476,650. During the six months ended 
June 30, 2024, the Company raised total gross proceeds of $1,713,000 from private placements.  
 
Management is continuing to leverage its scientific expertise and operations in North America and Europe 
with an operational focus in Germany. BioNxt’s strategy is to develop a portfolio of generic and hybrid-
generic drug products. The Company is reviewing its development pipeline for selection of its next near-
term drug formulation candidate. 
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5. SELECTED ANNUAL INFORMATION 
 
The following table summarizes selected information from the Company’s audited consolidated financial 
statements for the past three fiscal years: 
 
For the Year Ended December 31 
 

2023 
$ 

2022 
$ 

2021 
$ 

Total revenue 372,247 297,442 286,498 

Comprehensive loss for the year (7,771,677) (12,526,238) (20,639,106) 

Loss per share (basic and diluted) (0.07) (0.15) (0.29) 

Cash dividends per share Nil Nil Nil 

    

Total assets 1,267,557 1,612,590 9,726,618 

Long-term financial liabilities - 3,723,644 2,608,339 

Accumulated deficit (59,928,427) (55,546,795) (43,377,380) 

 
All financial information is prepared in accordance with IFRS. All dollar amounts are expressed in Canadian 
dollars. 
 

6. SUMMARY OF KEY EVENTS 
 
Year Ended December 31, 2023 
 

a) In January and February 2023, the Company issued 3,127,000 common shares for proceeds of 
$1,563,500 in connection with the exercise of 3,127,000 warrants. As compensation to an agent 
for soliciting the exercise of the warrants, the Company paid finders’ fees of $78,175 and issued 
156,350 finders’ warrants with an exercise price of $0.58 per share and a term to expiry of two 
years. 
 

b) In March 2023, the Company announced the signing of an agreement to carry out its comparative 
drug absorption study for the Company’s transdermal patch (“TDS”) Rotigotine patch for the 
treatment of Parkinson’s disease. BioNxt has also commenced the manufacture of clinical samples 
for use in the study, which was planned for early Q2 2023. The comparative study is designed as 
a randomized, crossover, two-period, single dose pilot study to assess the relative bioavailability, 
skin adhesion and skin tolerance of BioNxt’s new formulation compared to the name brand product. 
The study will be carried out in Europe in accordance with Good Clinical Practice (“GCP”) and the 
European Medicines Agency (“EMA”) Guideline on quality of TDS patches. The Company has also 
commenced the manufacture of TDS clinical samples. 
 

c) In March 2023, the Company closed a non-brokered private placement and issued 4,050,000 units 
at $0.50 per unit for gross proceeds of $2,025,000. Each unit consisted of one common share and 
one-half of one share purchase warrant, with each warrant exercisable into one additional common 
share at a price of $0.80 for a period of two years from closing. The Company paid finders’ fees of 
$159,600 and issued 319,200 finders’ warrants to purchase an aggregate 319,200 common shares 
at a price of $0.75 per share for a period of two years from closing.  
 

d) In March 2023, the Company signed a definitive technology transfer and patent assignment 
agreement to acquire certain technology and intellectual property assets and rights related to a 
novel solid oral drug dosage form coating and delivery technology. 
 
Consideration for the transfer and assignments set out in the agreement include a net sales royalty 
of 6%, which may be reduced to 3% at any time at the Company’s option upon written notice to the 
seller and payment to the seller of a lump sum amount equal to US$2,500,000. The royalty shall 
accrue in each country of sale, until expiration of the first patent in such country. The Company will 
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reimburse the seller for all documented costs incurred in filing and prosecuting related patents (plus 
25%). 
 

e) In April 2023, the Company announced the purchase of state-of-the-art coating and cutting 
equipment to build out its commercial manufacturing capacity. The equipment is CE certified and 
capable of manufacturing the Company’s oral dissolvable (“ODF”) and TDS drug formulation 
products in addition to its ODF biosensor products. 
 

f) In April 2023, the Company announced it had signed and received payment for a development and 
manufacturing contract with an international pharmaceutical company focused on the development 
of an ODF pharmaceutical product based on BioNxt’s ODF platform technology. The contract 
includes provisions for product development, contract manufacturing for technical samples and 
product stability testing. 
 

g) In May 2023, the Company announced it had completed a human pilot study for a leading 
European-based generic drug company. BioNxt successfully developed an ODF narcotics product 
and managed the comparative bioavailability study. 
 

h) In May 2023, the Company announced it had received government approval to proceed with its 
comparative drug absorption study for the Company's TDS Rotigotine patch for the treatment of 
Parkinson's disease.  
 
The human study is being carried out in Europe in accordance with GCP and the EMA Guideline 
on quality of TDS patches. The Company has completed the manufacture of all TDS clinical 
samples to be used in the study based on the TDS platform technology developed by BioNxt's 
wholly owned German subsidiary. 
 

i) In August 2023, the Company announced it had signed a non-binding letter of intent with two 
European-based parties to acquire 100% of the intellectual property rights, which are currently co-
owned by BioNxt, and to co-develop an ODF drug reformulation incorporating an active 
pharmaceutical ingredient that is approved by the United States Food and Drug Administration 
(“FDA”) and the EMA for multiple indications, including the treatment of a major neurodegenerative 
disease. 
 
Consideration for the acquisition and co-development consists of €150,000 in cash milestone 
payments and 2,600,000 common shares based on eight milestone targets, including EMA 
commercial registration of the product. The parties will retain the right to 20% of any future third 
party license fees paid to BioNxt in relation to the product. BioNxt will retain the exclusive right to 
additional ODF and TDS formulations developed by the parties. 
 

j) In August 2023, the Company closed the first tranche of a non-brokered private placement and 
issued 3,000,000 shares at $0.265 per share for gross proceeds of $795,000. The Company paid 
finders’ fees of $63,600. 
 

k) In September 2023, the Company issued 2,500,000 common shares at $0.265 per share for gross 
proceeds of $662,500. The Company paid finders’ fees and costs of $53,000. 
 

l) In October 2023, the Company issued 2,050,000 common shares at $0.265 per share for gross 
proceeds of $543,250. The Company paid finders’ fees and costs of $43,460. 
 

m) On December 4, 2023, in connection with the closing of the Company’s non-brokered private 
placement at $0.265 per share, the Company issued 604,000 finders’ warrants to purchase an 
aggregate 604,000 common shares at a price of $0.36 per share for a period of 24 months from 
the date of issuance. 
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n) In December 2023, the Company issued 162,192 common shares at a value of $77,852 for interest 
owing on a convertible debenture. The Company also issued 250,000 common shares at a value 
of $120,000 as transaction fees to a third party in relation to modification of a convertible debenture. 
 

o) In December, 2023, the Company issued 1,000,000 units at $0.40 per unit for gross proceeds of 
$400,000. Each unit consisted of one common share and one-half of one share purchase warrant, 
with each warrant exercisable into one additional common share at a price of $0.70 for a period of 
two years from closing. The Company paid finders’ fees and costs of $50,464 and issued 80,000 
finders’ warrants to purchase an aggregate 80,000 common shares at a price of $0.53 per share 
for a period of two years from closing.  

 

Six Months Ended June 30, 2024 
 

a) In January 2024, the Company closed the second and third tranches of a non-brokered private 
placement and issued 1,200,000 and 720,000 units, respectively, at $0.40 per unit for gross 
proceeds of $768,000. Each unit consisted of one common share and one-half of one share 
purchase warrant, with each warrant exercisable into one additional common share at a price of 
$0.70 for a period of two years from closing. The Company paid finders’ fees of $61,440 and issued 
96,000 finders’ warrants to purchase an aggregate 96,000 common shares at a price of $0.55 per 
share for a period of two years from closing and 57,600 finders’ warrants to purchase an aggregate 
57,600 common shares at a price of $0.67 per share for a period of two years from closing, 
respectively.  
 

b) In February 2024, the Company announced the results of a toxicity study for its ODF-based 
proprietary Cladribine product for the treatment of Multiple Sclerosis (“MS”). The study was 
unanimously successful with positive results in all study participants with no adverse clinical 
abnormalities or indications of toxicity observed in the study after consecutive days of dosing. 
 

c) In February 2024, the Company entered into an agreement to settle an aggregate $282,415 of 
accounts payable to a vendor through the issuance of common shares. The shares will be issued 
in three installments of $94,138 worth of shares, based on the closing price of the Company’s 
common shares on the CSE on the day prior to issuance. The three installments will be on or about 
the following dates: September 15, 2024, October 15, 2024 and February 15, 2025. 
 

d) In March 2024, the Company announced the results of comparative pharmacokinetic (“PK”) study 
for its ODF-based proprietary Cladribine product for the treatment of MS. The animal PK study 
results are highly promising and demonstrated comparable rapid absorption and systemic 
exposure between the Company’s ODF product and the name brand reference drug in all samples. 
 

e) In April 2024, the Company announced that its Cladribine program is advancing to human 
comparative bioavailability studies in Europe. The Company is reviewing proposals from several 
contract research organizations to carry out the studies in accordance with European Union (“EU”) 
medical regulatory guidelines. 
 

f) In May 2024, the Company closed the first tranche of a non-brokered private placement and issued 
1,000,000 common shares at $0.27 per share for gross proceeds of $270,000. The Company paid 
finders’ fees of $21,600 and issued 80,000 finders’ warrants to purchase an aggregate 80,000 
common shares at a price of $0.36 per share for a period of two years from closing.  
 

g) In June 2024, the Company closed the second and third tranches of a non-brokered private 
placement and issued 1,000,000 and 1,500,000 common shares, respectively, at $0.27 per share 
for gross proceeds of $675,000. The Company paid finders’ fees of $21,600 and issued 80,000 
finders’ warrants to purchase an aggregate 80,000 common shares at a price of $0.36 per share 
for a period of two years from closing.  
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h) In July 2024, the Company signed a master services agreement (“MSA”) with a German-based 
international contract research, development and manufacturing organization (the “CRDMO”). The 
MSA will serve as the foundation for BioNxt’s future product development, particularly its pipeline 
of ODF drug formulations. The Company signed a statement of work with the CRDMO focussing 
on the Cladribine ODF development program. In August 2024, the Company and the CRDMO 
signed a non-binding letter of intent that includes but is not limited to, intellectual property and 
prototype development for new pharmaceutical products; clinical trial planning and batch 
manufacturing; laboratory, equipment and office collaboration; business development; and thin film 
commercial manufacturing. 

 

7. RESULTS OF OPERATIONS 
 
Three Months Ended June 30, 2024 
 
During the three months ended June 30, 2024, the Company recorded revenues of $1,185 (2023 - 
$177,286) and a comprehensive loss of $983,844 (2023 - $2,275,148). The decrease in revenue compared 
to the three months ended June 30, 2023, was largely due to a decrease in revenues derived from 
development and manufacturing contracts. In 2023, the Company signed a new development and 
manufacturing contract, whereas no such contract was in effect in 2024. 
 
Operating expenses for the three months ended June 30, 2024 decreased to $729,879 from $2,283,091 
for the comparable three months. Significant variances in operating expenses for the three months ended 
June 30, 2024, as compared to the same period in the prior year, include the following: 
 

• Consulting fees of $139,204 (2023 - $322,807) decreased in the current period, as the Company 
engaged fewer consultants in the current period compared to the prior period; 

• Depreciation and amortization expense of $22,824 (2023 - $54,895) decreased, as there were no 
additions subject to depreciation during the current period; 

• Marketing and advertising of $30,534 (2023 - $242,921) decreased in the current period due to a 
reduction in marketing services utilized in the current period compared to the prior period; 

• Office and miscellaneous of $32,398 (2023 - $102,577) decreased due to a reduction in 
expenditures; 

• Professional fees of $39,421 (2023 - $106,291) decreased due to a reduction in legal fees 
compared to the prior period; 

• Regulatory fees of $17,019 (2023 - $6,993) increased due to the timing of expenses; 

• Rent and utilities of $29,192 (2023 - $36,804) decreased as a result of a reduction in facilities 
leased compared to the prior period; 

• Research and lab fees of $276,258 (2023 - $508,020) were lower in the current year due to timing 
of expenditures and cost-controlling measures; 

• Salaries, benefits and other remuneration of $121,495 (2023 - $211,101) were lower in the current 
period due to the transition to consultants and cost-controlling measures; 

• Share-based compensation of $22,437 (2023 - $578,691) decreased in the current period, as no 
stock options were issued during the current period; and 

• Travel and related of $6,023 (2023 - $14,318) decreased due to cost-controlling measures. 
 
The Company also incurred finance costs of $245,740 (2023 - $262,751) that decreased as a result of 
lower effective interest rates on convertible debentures. 
 

Six Months Ended June 30, 2024 
 
During the six months ended June 30, 2024, the Company recorded revenues of $5,321 (2023 - $346,931) 
and a comprehensive loss of $2,559,726 (2023 - $3,843,786). The decrease in revenue compared to the 
six months ended June 30, 2023, was largely due to a decrease in revenues derived from development 
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and manufacturing contracts. In 2023, the Company signed a new development and manufacturing 
contract, whereas no such contract was in effect in 2024. 
 
Operating expenses for the six months ended June 30, 2024 decreased to $2,085,125 from $3,704,159 for 
the comparable six months. Significant variances in operating expenses for the six months ended June 30, 
2024, as compared to the same period in the prior year, include the following: 
 

• Consulting fees of $328,588 (2023 - $563,208) decreased in the current period, as the Company 
engaged fewer consultants in the current period compared to the prior period; 

• Depreciation and amortization expense of $45,983 (2023 - $104,338) decreased, as there were no 
additions subject to depreciation during the current period; 

• Marketing and advertising of $409,054 (2023 - $535,606) decreased in the current period due to a 
reduction in marketing services utilized in the current period compared to the prior period; 

• Office and miscellaneous of $86,450 (2023 - $192,828) decreased due to a reduction in 
expenditures; 

• Professional fees of $85,045 (2023 - $147,720) decreased due to a reduction in legal fees 
compared to the prior period; 

• Regulatory fees of $25,010 (2023 - $24,165) were comparable to the prior period; 

• Rent and utilities of $62,063 (2023 - $61,311) were comparable to the prior period; 

• Research and lab fees of $723,113 (2023 - $1,058,699) were lower in the current year, due to 
timing of expenditures and cost-controlling measures; 

• Salaries, benefits and other remuneration of $274,649 (2023 - $397,630) were lower in the current 
period due to the transition to consultants and cost-controlling measures; 

• Share-based compensation of $44,874 (2023 - $578,691) decreased in the current period, as no 
stock options were issued during the current period; and 

• Travel and related of $6,517 (2023 - $17,767) decreased due to cost-controlling measures. 
 
The Company also incurred finance costs of $469,237 (2023 - $508,941) that decreased as a result of 
lower effective interest rates on convertible debentures. 
 

8. SUMMARY OF QUARTERLY RESULTS 
 
The following selected financial information is a summary of the eight most recently completed quarters up 
to June 30, 2024: 
 

 June 30, 
2024 

$ 

March 31, 
2024 

$ 

December 31, 
2023 

$ 

September 30, 
2023 

$ 

Total revenue 1,185 4,136 19,589 5,727 

Comprehensive loss (983,844) (1,575,882) (2,577,925) (1,349,966) 

Basic and diluted loss per share (0.01) (0.01) (0.02) (0.01) 

 June 30, 
2023 

$ 

March 31, 
2023 

$ 

December 31, 
2022 

$ 

September 30, 
2022 

$ 

Total revenue 177,286 169,645 36,196 41,589 

Comprehensive loss (2,275,148) (1,568,638) (7,627,764) (1,899,619) 

Basic and diluted loss per share (0.02) (0.02) (0.08) (0.02) 

 
In terms of comparative and trend discussion from quarter to quarter, the Company’s operations are still in 
their early stages, and the Company is continuing to grow in both Canada and Germany. As a result, large 
variances from quarter to quarter may occur. Below are a few highlights discussing the comparable 
quarterly results. 
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Q2 2024 to Q1 2024 
 
Comprehensive loss for Q2 2024 was $983,844, as compared to $1,575,882 in Q1 2024. In Q2 2024, the 
difference was primarily due to a decrease in consulting fees, marketing and advertising, and research and 
lab fees. Revenue was not materially different from Q1 2024 to Q2 2024. 
 

Q1 2024 to Q4 2023 

 
Comprehensive loss for Q1 2024 was $1,575,882, as compared to $2,577,925 in Q4 2023. In Q1 2024, the 
difference was primarily due to a decrease in research and lab fees, loss on extinguishment of convertible 
debt, loss on disposal of property and equipment, and impairment of property and equipment. Revenue 
was not materially different from Q4 2023 to Q1 2024. 
 

Q4 2023 to Q3 2023 

 
Comprehensive loss for Q4 2023 was $2,577,925, as compared to $1,349,966 in Q3 2023. In Q3 2023, the 
difference was primarily due to an increase in marketing and advertising, professional fees, and research 
and lab fees. Revenue was not materially different form Q3 2023 to Q4 2023. 
 

Q3 2023 to Q2 2023 

 
Comprehensive loss for Q3 2023 was $1,349,966, as compared to $2,275,148 in Q2 2023. In Q2 2023, the 
difference was primarily due to share-based compensation of $nil expensed in Q3 2023 compared to 
$578,691 in Q2 2023, as well as lower consulting, marketing and advertising, and professional fees in the 
same period. There was also a reduction in revenue in Q3 2023, as services were provided in Q2. 
 

Q2 2023 to Q1 2023 
 
Comprehensive loss for Q2 2023 was $2,275,148, as compared to $1,568,638 in Q1 2023. The difference 
was primarily due to share-based compensation expensed in Q2 2023 in the amount of $578,691, as well 
as higher consulting and professional fees in the same period. 
 

Q1 2023 to Q4 2022 
 
Comprehensive loss for Q1 2023 was $1,568,638, as compared to $7,627,764 in Q4 2022. Revenue and 
gross margin increased while operating expenses decreased in Q1 2023 compared to Q4 2022. There was 
a $112,921 write-down of inventory in Q4 2022 compared to $nil in Q1 2023. There was also an impairment 
of intangible assets and goodwill of $5,886,924 in Q4 2022 compared to $nil in Q1 2023. 
 

Q4 2022 to Q3 2022 
 
Comprehensive loss for Q4 2022 was $7,627,764, as compared to $1,899,619 in Q3 2022. Consulting fees, 
marketing and advertising, professional fees, and salaries, benefits and other remuneration all increased 
in Q4 2022 compared to Q3 2022. The increase in total expenses between the two quarters was offset by 
a $494,008 write-down of inventory in Q3 2022 compared to a $112,921 write-down of inventory in 
Q4 2022. There was also an impairment of intangible assets and goodwill of $5,886,924 in Q4 2022. 
 

Q3 2022 to Q2 2022 
 
Comprehensive loss for Q3 2022 was $1,899,619, as compared to $1,291,650 in Q2 2022. In Q2 2022, the 
Company recorded a gain on the termination of the lease liability relating to a lease held by Bunker 
Pflanzenextrakte GmbH. The Company had terminated the lease in April 2022 and made a final payment 
of $32,190 to extinguish the remaining liability of $691,742. There were reductions in consulting fees, 
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salaries, benefits and other remuneration, and marketing and advertising from Q2 2022 to Q3 2022. This 
was offset by the $494,008 write-down of inventory in Q3 2022 and an increase in research and lab fees in 
Q3 2022. 
 

9. LIQUIDITY AND CAPITAL RESOURCES 
 
The Company’s primary sources of capital include the issuance of equity, exercise of common share 
warrants and stock options by their holders, and debt financing. The Company had a working capital deficit 
of $6,579,205, which included cash of $309,624, at June 30, 2024, compared to a working capital deficit of 
$5,831,192, which included cash of $363,655, at December 31, 2023.  
 
Cash decreased by $54,031 to $363,655 during the six months ended June 30, 2024. The Company’s 
operations consumed $1,719,053 of cash during the six months ended June 30, 2024, as compared to 
$2,793,212 during the six months ended June 30, 2023. See Results of Operations for details on the 
decrease in 2024. 
 
Investing activities during the six months ended June 30, 2024 provided cash of $56,211 from the disposal 
of equipment, compared to an outflow of $117,102 during the six months ended June 30, 2023 for the 
purchase of equipment. 
 
Financing activities provided a cash inflow of $1,608,360 during the six months ended June 30, 2024, as 
compared to $3,121,707 during the six months ended June 30, 2023. During the six months ended June 30, 
2024, certain financing activities included the Company issuing 5,420,000 common shares for gross 
proceeds of $1,713,000 in connection with non-brokered private placements. During the six months ended 
June 30, 2023, the Company issued 4,050,000 common shares for gross proceeds of $2,025,000 in 
connection with non-brokered private placements. The Company also issued 3,127,000 common shares in 
connection with the exercise of warrants, for proceeds of $1,563,500. 
 
The Company has forecasted its cash requirements for the next fiscal year and believes it will not have 
sufficient cash resources and liquidity to sustain its current planned activities. This assessment is based on 
the Company’s budget, its available cash and future planned financing activities. The Company will be 
required to raise additional capital during the 2024 fiscal year. For the foreseeable future, the Company 
intends to finance its operations through the issuance of shares and debentures, and cash from the exercise 
of warrants and options by their holders. 
 

10. OFF-BALANCE SHEET ARRANGEMENTS 
 
The Company has no off-balance sheet arrangements. 
 

11. PROPOSED TRANSACTIONS 
 
The Company does not have any proposed transactions as at June 30, 2024. 
 

12. RELATED PARTY TRANSACTIONS 
 
Key management personnel are the persons responsible for planning, directing and controlling the activities 
of the Company, and include both executive and non-executive directors and entities controlled by such 
persons. The Company considers its directors, chief executive officer (“CEO”) and chief financial officer 
(“CFO”) of the Company, and its managing directors of the German subsidiaries to be key management 
personnel. 
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The following is a summary of the Company’s key management compensation. 
 

  

June 30, 
2024 

$  

June 30, 
2023 

$ 

Compensation and short-term benefits – Hugh Rogers, CEO and director  94,503  94,405 
Consulting fees – Wolfgang Probst, director  88,116  87,408 
Consulting fees – Joseph Meagher, CFO and director  48,000  36,000 
Research and lab fees – Dr. Raimar Löbenberg (or “Löbenberg”), director  30,000  30,000 
Compensation – Heinrich Jehle, former Managing Director, 3a-diagnostics 

GmbH  -  87,408 
Consulting fees – Peter Damouni, former director  -  30,000 
Research and lab fees – Thomas Beckert, former Managing Director, 

Vektor Pharma TF GmbH (“Vektor”)  -  100,161 
Director fees – Per S. Thoresen, former director  -  6,000 

 
As at June 30, 2024, $274,261 (December 31, 2023 - $135,544) payable to related parties and $105,382 
(December 31, 2023 - $105,382) payable to former related parties are included in accounts payable and 
accrued liabilities. 
 

13. OUTLOOK 
 
Since incorporation, the Company has evolved into a diversified life science technology accelerator through 
acquisition, partnership, and organic in-house research and development. Through its wholly owned 
subsidiaries and exclusive research, development and commercialization agreements, BioNxt is focused 
on alternative drug delivery systems and related formulations. 
 

Alternative Delivery Drug Formulations 

 
BioNxt is developing a thin film drug formulation business through its wholly owned German subsidiary, 
Vektor, with a focus on generic and hybrid-generic development opportunities based on approved active 
pharmaceutical ingredients. This strategy is expected to provide lower development costs, expedited 
development timelines and lower regulatory risk compared to the development of drug formulations using 
novel compounds. 
 
In Q4 2023, BioNxt signed a definitive agreement with a German-based pharmaceutical developer for the 
acquisition of 100% of the intellectual property rights (formerly shared 50/50) and joint development of an 
ODF drug reformulation using the active pharmaceutical ingredient Cladribine. The Company has filed 
several Cladribine-related preliminary patent applications with three to four patent applications expected to 
be on file in major international jurisdictions by late 2024 to early 2025 with potential patent protection 
extending to 2044.  
 
Cladribine is approved for use in over 75 countries, including by the United States FDA and the EMA, for 
several indications, namely highly active forms of relapsing-remitting MS and certain forms of leukemia. MS 
represents the largest market segment for the sale of Cladribine with approximately 2.3 million people living 
with MS worldwide, with the highest prevalence in North America and Europe. The global MS drug market 
is expected to top US$41 billion by 2033 according to Market.us. 
 
The parties have initiated joint development work, including parallel preclinical and clinical activities related 
to the Cladribine ODF product in accordance with mutually agreed upon development plan. 
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As consideration for the intellectual property rights and development contributions, the Company has 
agreed to pay the following consideration: 
 

• a cash fee of €150,000, payable in two equal installments, being €75,000 on execution of the 
agreement (paid) and €75,000 on completion of the first pilot study; 

• a monthly management fee of €15,000, which will be increased to €20,000 upon completion of the 
pilot study related to the Cladribine ODF; 

• license fees in the event the Company grants licenses to any product using the Cladribine ODF or 
other film developed in performance of the joint development activities; and 

• 100,000 common shares on execution of the agreement (issued and valued at $25,000) and up to 
2,500,000 additional shares upon the occurrence of certain specified milestones (150,000 common 
shares issued and valued at $57,000). 

 
The Company has recognized a contingent liability associated with the potential obligation to issue common 
shares upon certain milestones being met. As at June 30, 2024, the contingent share obligation is $47,600 
(December 31, 2023 - $153,600) on the condensed consolidated interim statements of financial position. 
The Company estimated the fair value of the obligation on signing of the contract at $80,000, which has 
been recorded in research and lab fees in the condensed consolidated interim statements of loss and 
comprehensive loss. On April 15, 2024, the Company issued 150,000 shares, which extinguished $57,000 
of the contingent liability. The change in fair value for the six months ended June 30, 2024 of $49,000 has 
been recorded as change in fair value of contingent share obligation in the condensed consolidated interim 
statements of loss and comprehensive loss.  
 
In Q3 2024, Bionxt signed several agreements with German-based international contract research, 
development and manufacturing company Gen-Plus GmbH & Co. KG. The agreements including: 
 

• Master Services Agreement which serves as the foundation for Bionxt's future product 
development, particularly its pipeline of ODF drug formulations; 

• Statement of Work which sets out a number of Cladribine deliverables, including, but not limited to, 
technology transfer and implementation, evaluation batch production (material under good 
manufacturing practice (“GMP”) conditions), stability testing, cGMP (current GMP) manufacturing 
of clinical study samples, and preparation of the PK (pharmacokinetic) study investigational medical 
product dossier for EU submission; and 

• Non-binding Letter of Intent which recognizes a number of areas of potential co-operation between 
the parties, including but not limited to intellectual property and prototype development for new 
pharmaceutical products, clinical trial planning and batch manufacturing, laboratory, equipment, 
and office collaboration, business development, and thin film commercial manufacturing. The 
company will provide further details on specific co-operation programs as they progress. 

 
Gen-Plus, a part of Conscio Group, has a head office in Munich, Germany, and through the Conscio Group 
operates within an international network of pharmaceutical service providers with facilities in five countries 
and over 500 employees. It offers good clinical practice/good laboratory practice/good manufacturing 
practice/ISO/IEC-certified services and good manufacturing practice certified manufacturing of clinical trial 
supplies (phase 1 to 3) with a specialization in solids, semi-solids, liquids, oral films and transdermal 
patches, as well as integrated lab analytical services during development and GMP manufacturing, 
including API characterization, method development, optimization, validation, permeation studies and 
stabilities studies.  
 
BioNxt has engaged with Gen-Plus to outsource its core research and development functions to streamline 
operations while maintaining laboratory scalability.   
 
In Q1 2021, the Company announced that Vektor had been made subject to a declaratory action by a 
former client in relation to alleged breach of the terms of a development agreement. Vektor has filed a 
notice of defence in the respective German court. On April 22, 2021, the Company filed a statement of 
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defence in reply to the complaint. The matter was set to be heard in July 2021 in the Regional Court of 
Dusseldorf, but has been postponed due to a request from the plaintiff. A new date has not been set.  
 

Other Programs 

 
BioNxt owns a suite of intellectual property related to pathogen and oral health diagnostic and biosensor 
screening tests, including for a COVID-19 rapid point-of-care (“PCR”) system and a pipeline of rapid oral 
biosensor screening tests for oral health, bacterial and viral infectious diseases, including influenza A, group 
A Streptococcus, stomatitis, periimplantitis and periodontitis. Additional pandemic-focused biosensors are 
in planning and development, specifically for COVID-19 (coronavirus), H1N1 (swine flu) and H5N1 (avian 
flu). On March 18, 2021, the Company announced European CE-IVD approval for the commercial sale of 
the COVID-19 rapid PCR kit. 
 
In general, the Company sees market potential for its oral health screening tests and is considering the 
pursuit of distribution and licensing opportunities with established diagnostic market participants.  
 
BioNxt has developed a psychedelic production and formulation business with clinical validation as the final 
intended step in the commercialization process. The Company’s psychedelic programs in Canada are 
carried out through XPhyto Laboratories Corp., a wholly owned Alberta subsidiary, and in collaboration with 
the University of Alberta (“UoA”).  
 
On June 8, 2021, the Company announced that its mescaline synthesis program is on schedule having 
completed lab set up, preliminary synthesis, modified synthesis and initial batch production. On 
February 22, 2022, BioNxt announced the development of a repeatable two-step reaction process with a 
mescaline yield greater than 60% and purity exceeding 99%, which is ideal for clinical use. Analytical 
methods were developed and validated and, to date, approximately 60 grams of GMP-grade mescaline has 
been manufactured for clinical trial evaluation. The Company is reviewing Phase I clinical trial opportunities. 
 
In addition to GMP mescaline synthesis, drug delivery and clinical evaluation, the Canadian operations are 
also focused on the design and synthesis of novel second-generation psychedelic analogues. The 
Company has successfully developed and manufactured two promising novel compounds with properties 
designed to increase bioavailability. Intellectual-property-related information will be disclosed in due course. 
 
On August 20, 2018, the Company signed an Exclusive Dealing Agreement with Löbenberg with respect 
to commercial operations under the license issued pursuant to the Canadian Controlled Drugs and 
Substance Act held by Löbenberg and Löbenberg’s cannabis-related research and associated intellectual 
property. The agreement grants the Company an exclusive right to benefit from the exercise of Löbenberg’s 
rights under the license for five years. On November 5, 2020, the Company signed an addendum to the 
Exclusive Dealing Agreement to include a wide range of psychedelic compounds under Löbenberg’s 
recently acquired psychedelic testing and research licenses from Health Canada. The Company is working 
with Löbenberg to extend the Exclusive Dealing Agreement. 
 
In February 2021, the Company signed an agreement with Applied Pharmaceutical Innovation for the 
synthesis of pharmaceutical grade psychedelic compounds and the parallel development of the standard 
operating procedures necessary to obtain regulatory approval for the respective commercial production 
process. The Company will fund all infrastructure and initial lab set-up costs, which are estimated at 
$663,000. The Company will also fund the monthly operating cost at $20,000 per month. The psychedelic 
work at UoA is focused on the development of pharmaceutical grade EU GMP mescaline. This agreement 
was terminated in February 2024. 
 
In Q1 2023, the Company announced the acquisition of certain solid dosage form (pill and capsule) enteric 
coating intellectual property assets. The Company is reviewing the opportunity to employ this technology 
for the delivery of psychedelic compounds (primarily mescaline and psilocybin), which has the potential to 
reduce side effects and improve the predictability and consistency of psychedelic dosing. 
 



BIONXT SOLUTIONS INC. 
Management’s Discussion and Analysis 
June 30, 2024 

 

Page | 13  

14. CRITICAL ACCOUNTING ESTIMATES 
 
The preparation of the condensed consolidated interim financial statements in conformity with IFRS 
requires management to make judgments, estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the condensed 
consolidated interim financial statements and the reported amounts of revenues and expenses during the 
reporting period. Estimates and assumptions are continuously evaluated and are based on management’s 
experience and other factors, including expectations of future events that are believed to be reasonable 
under the circumstances. However, actual outcomes can 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 revision and further periods if the review affects both current and future periods. 
 

Key Sources of Estimation Uncertainty 
 
The significant assumptions about the future and other major sources of estimation uncertainty as at the 
end of the reporting period that have a significant risk of resulting in a material adjustment to the carrying 
amounts of the Company’s assets and liabilities are as follows: 
 
Share-based compensation  
 
Share-based compensation expense is estimated using the Black-Scholes option pricing model as 
measured on the grant date to estimate the fair value of stock options. This model involves the input of 
highly subjective assumptions, including the expected price volatility of the Company’s common shares, 
the expected life of the options, and the estimated forfeiture rate. Changes in these subjective input 
assumptions can materially affect the fair value estimate. 
 
Deferred tax assets 
 
Deferred tax assets, including those arising from unutilized tax losses, require management to assess the 
likelihood that the Company will generate sufficient taxable earnings in future periods in order to utilize 
recognized deferred tax assets. Assumptions about the generation of future taxable profits depend on 
management’s estimates of future cash flows. In addition, future changes in tax laws could limit the ability 
of the Company to obtain tax deductions in future periods. To the extent that future cash flows and taxable 
income differ significantly from estimates, the ability of the Company to realize the net deferred tax assets 
recorded at the reporting date could be impacted. 
 
Intangible assets and goodwill 
 
Management has determined that capitalized intangible asset costs may have future economic benefits 
and may be economically recoverable. Management uses estimates in determining the recoverable amount 
of intangible assets and goodwill. Intangible assets are assessed for impairment indicators at each reporting 
date and goodwill is tested for impairment annually. The determination of the recoverable amount for the 
purposes of impairment testing requires the use of estimates, such as anticipated future cash flows and 
discount rates.  
 
Convertible debenture 
 
The equity component of the convertible debenture is calculated using a discounted cash flow method, 
which requires management to make an estimate on an appropriate discount rate. Changes in the discount 
rate can materially affect the calculation of the equity component. 
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Contingent share obligation 
 
The financial liability is calculated by taking the Company’s share price at period-end and the expected 
number of shares to be issued. Management applies judgment when determining the likelihood of achieving 
certain milestones. 
 

Significant Judgments in Applying Accounting Policies 
 
The critical judgments that the Company’s management has made in the process of applying the 
Company’s accounting policies, apart from those involving estimations, that have the most significant effect 
on the amounts recognized in the Company’s condensed consolidated interim financial statements are as 
follows: 
 
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. 
 

15. NEW ACCOUNTING STANDARDS 
 
Accounting standards or amendments to existing accounting standards that have been issued, but have 
future effective dates, are either not applicable or not expected to have a significant impact on the 
Company’s condensed consolidated interim financial statements. 
 

16. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 
Fair Value 
 
The carrying values of cash, amounts receivable, accounts payable and accrued liabilities, and contingent 
share obligation approximate their fair values due to the short-term nature of these instruments. The 
carrying value of convertible debt approximates fair value, as there has not been any significant changes 
in interest rates since initial recognition. 
 
The Company records certain of its financial instruments at fair value using various techniques. These 
include estimates of fair values based on prevailing market prices (bid and ask prices, as appropriate) for 
instruments with similar characteristics and risk profiles or internal and external valuation models, such as 
discounted cash flow analyses, using, to the extent possible, observable market-based inputs. 
 
The financial instruments have been characterized on a fair value hierarchy based on whether the inputs 
to those valuation techniques are observable (inputs reflect market data obtained from independent 
sources) or unobservable (inputs reflect the Company’s market assumptions). 
 
The three levels of fair value estimation are: 
 
Level 1 – quoted prices in active markets for identical instruments. 
Level 2 – quoted prices in active markets for similar instruments; quoted prices for identical or similar 
instruments in markets that are not active; and model-derived valuations in which all significant inputs and 
significant value drivers are observable in active markets. 
Level 3 – valuations derived from valuation techniques in which one or more significant inputs or significant 
value drivers are unobservable. 
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The Company’s contingent share obligation is a Level 3 financial instrument. The Company has estimated 
the fair value by taking the Company’s share price at period-end by the number of shares granted at each 
milestone factoring in the probability of that milestone being achieved.  
 

Financial Risk Management 
 
The Company has exposures to risks of varying degrees of significance that could affect its ability to achieve 
its strategic objectives. The type of risk exposure and the way in which such exposure is managed is 
provided as follows: 
 
Credit risk 
 
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument 
fails to meet its contractual obligations. The Company’s maximum exposure to credit risk at June 30, 2024 
under its financial instruments is approximately $425,000. 
 
Most of the Company’s cash is held with a major financial institution in Canada and management believes 
the exposure to credit risk with respect to such institution is not significant. The Company actively monitors 
its amounts receivable and believes the exposure to credit risk is insignificant. 
 
Interest rate risk 
 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due 
to changes in market interest rates. The Company currently has no debt subject to variable interest rates. 
Accordingly, the Company has limited exposure to interest rate movements. 
 
Liquidity risk 
 
Liquidity risk is the risk that the Company will not be able to meet its obligations associated with financial 
liabilities. The Company has a planning and budgeting process in place by which it projects the funds 
required to support its operations. 
 
Management and the board of directors are actively involved in the review, planning and approval of 
significant expenditures and commitments. 
 
Foreign exchange rate risk 
 
The Company operates in Canada and Germany and is, therefore, exposed to foreign exchange risk arising 
from transactions denominated in a foreign currency. The operating results and the financial position of the 
Company are reported in Canadian dollars. The fluctuations of the operating currencies in relation to the 
Canadian dollar will, consequently, have an impact upon the reporting results of the Company, and may 
also affect the value of the Company’s assets and liabilities. The Company has not entered into any 
agreements or purchased any instruments to hedge possible currency exchange risks at this time. 
 
The Company is exposed to foreign exchange risk through the following financial assets and liabilities held 
in euros (translated to Canadian dollars): 
 

 
June 30, 

2024 
December 31, 

2023 
 $ $ 

Cash  163,846 201,509 
Amounts receivable 82,560 221,050 

Total financial assets 246,406 422,559 
Accounts payable and accrued liabilities (930,816) (699,596) 

Net statement of financial position exposure (684,410) (277,037) 
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At June 30, 2024, a 10% appreciation (depreciation) in the value of the euro against the Canadian dollar, 
with all other variables held constant, would result in approximately a $68,000 increase (decrease) in the 
Company’s net loss for the period. 
 

17. EVENTS SUBSEQUENT TO JUNE 30, 2024 
 

a) Subsequent to June 30, 2024, expiry dates of 72,500, 1,112,500 and 688,000 share purchase 
warrants were extended from July 29, 2024 to July 29, 2025, August 29, 2024 to August 29, 2025, 
and August 30, 2024 to August 30, 2025, respectively. 

 
b) Subsequent to June 30, 2024, 224,800 share purchase warrants and 600,000 stock options expired 

unexercised. 
 

18. RISKS AND UNCERTAINTIES 
 
Conflicts of Interest 
 
Certain directors of the Company also serve as directors and/or officers of other companies involved in 
other business ventures. Consequently, there exists the possibility for such directors to be in a position of 
conflict. Any decision made by such directors involving the Company will be made in accordance with their 
duties and obligations to deal fairly and in good faith with the Company and such other companies. In 
addition, such directors will declare, and refrain from voting on, any matter in which such directors may 
have a conflict of interest. 
 

Negative Operating Cash Flows 
 
As the Company is an early-stage start-up it may continue to have negative operating cash flows. Without 
the injection of further capital and the development of revenue streams from its business, the Company 
may continue to have negative operating cash flows until it can realize stable cash flow from operations. 
 

Risks Related as a Going Concern 
 
The ability of the Company to continue as a going concern is uncertain and dependent upon its ability to 
achieve profitable operations, obtain additional capital and receive continued support from its shareholders. 
Management of the Company will have to raise capital through private placements or debt financing and 
proposes to continue to do so through future private placements and offerings. The outcome of these 
matters cannot be predicted at this time. 
 

Reliance on Key Personnel and Advisors 
 
The Company relies heavily on its officers and directors. The loss of their services may have a material 
adverse effect on the business of the Company. There can be no assurance that one or all of the employees 
of, and contractors engaged by, the Company will continue in the employ of, or in a consulting capacity to, 
the Company or that they will not set up competing businesses or accept positions with competitors. There 
is no guarantee that certain employees of, and contractors to, the Company who have access to confidential 
information will not disclose the confidential information. 
 

Management’s Responsibility for the Financial Statements 
 
The information provided in this report is the responsibility of management. In the preparation of these 
condensed consolidated interim financial statements, estimates are sometimes necessary to make a 
determination of future values for certain assets or liabilities. Management believes such estimates have 
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been based on careful judgments and have been properly reflected in the accompanying condensed 
consolidated interim financial statements. 
 

Global Factors 
 
There are many external factors that can adversely affect general workforces, economies and financial 
markets globally, including, but not limited to, political conflict in other regions. It is not possible for the 
Company to predict the duration or magnitude of adverse results of such external factors and their effect 
on the Company’s business or ability to raise funds. 
 

Risk Factors 
 
Market risk for securities 
 
There can be no assurance that an active trading market for our common shares will be sustained. The 
market price for our common shares could be subject to wide fluctuations. Factors such as government 
regulation, interest rates, share price movements of peer companies and competitors, as well as overall 
market movements, may have a significant impact on the market price of our securities. The stock market 
has from time to time experienced extreme price and volume fluctuations, which have often been unrelated 
to the operating performance of particular companies. 
 
Uninsured or uninsurable risk 
 
We may become subject to liability for risks against which we cannot insure or against which we may elect 
not to insure due to the high cost of insurance premiums or other factors. The payment of any such liabilities 
would reduce the funds available for our usual business activities. Payment of liabilities for which we do not 
carry insurance may have a material adverse effect on our financial position and operations. 
 
Key personnel risk 
 
Our success will depend on our directors and officers to develop our business and manage our operations, 
and on our ability to attract and retain key quality assurance, scientific, sales, public relations and marketing 
staff or consultants once operations begin. The loss of any key person or the inability to find and retain new 
key persons could have a material adverse effect on our business. Competition for qualified technical, sales 
and marketing staff, as well as officers and directors, can be intense and no assurance can be provided 
that we will be able to attract or retain key personnel in the future, which may adversely impact our 
operations. 
 
No established market for shares risk 
 
There is currently no established trading market through which common shares in our authorized capital 
may be sold. Even if a trading market develops, there can be no assurance that such market will continue 
in the future. An investor may lose their entire investment. 
 
Dividend risk 
 
We have not paid dividends in the past and do not anticipate paying dividends in the near future. We expect 
to retain any earnings to finance further growth and, when appropriate, retire debt. 
 
Share price volatility risk 
 
External factors outside of our control, such as announcements of quarterly variations in operating results, 
revenues and costs, and sentiments toward the cannabis sector stocks may have a significant impact on 
the market price of our common shares. Global stock markets, including the exchanges on which the 
Company trades, have from time to time experienced extreme price and volume fluctuations that have often 
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been unrelated to the operations of particular companies. There can be no assurance that an active or 
liquid market will develop or be sustained for the common shares. 
 
The Company’s actual financial position and results of operations may differ materially from the 
expectations of the Company’s management. 
 
The Company’s actual financial position and results of operations may differ materially from management’s 
expectations. As a result, the Company’s revenue, net income (loss) and cash flows may differ materially 
from the Company’s projected revenue, net income (loss) and cash flows. The process for estimating the 
Company’s revenue, net income (loss) and cash flow requires the use of judgment in determining the 
appropriate assumptions and estimates. These estimates and assumptions may be revised as additional 
information becomes available and as additional analyses are performed. In addition, the assumptions used 
in planning may not prove to be accurate, and other factors may affect the Company’s financial condition 
or results of operations. 
 

Nature of the Business Model 
 
Probable lack of business diversification 
 
Because the Company will be focused on developing its business ancillary to the cannabis industry, and 
potentially directly in the cannabis industry, the prospects for the Company’s success will be dependent 
upon the future performance and market acceptance of the Company’s intended facilities, products, 
processes and services. Unlike certain entities that have the resources to develop and explore numerous 
product lines, operating in multiple industries or multiple areas of a single industry, the Company does not 
anticipate the ability to immediately diversify or benefit from the possible spreading of risks or offsetting of 
losses. Again, the prospects for the Company’s success may become dependent upon the development or 
market acceptance of a very limited number of facilities, products, processes or services. 
 
The Company expects to incur significant ongoing costs and obligations related to its investment in 
infrastructure, growth, regulatory compliance and operations. 
 
The Company expects to incur significant ongoing costs and obligations related to its investment in 
infrastructure and growth and for regulatory compliance, which could have a material adverse impact on 
the Company’s results of operations, financial condition and cash flows. In addition, future changes in 
regulations, more vigorous enforcement thereof or other unanticipated events could require extensive 
changes to the Company’s operations, increased compliance costs or give rise to material liabilities, which 
could have a material adverse effect on the business, results of operations and financial condition of the 
Company. The Company’s efforts to grow its business may be costlier than the Company expects, and the 
Company may not be able to increase its revenue enough to offset its higher operating expenses. The 
Company may incur significant losses in the future for a number of reasons and unforeseen expenses, 
difficulties, complications and delays, and other unknown events. If the Company is unable to achieve and 
sustain profitability, the market price of the common shares may significantly decrease. 
 
There is no assurance that the Company will turn a profit or generate immediate revenues. 
 
There is no assurance as to whether the Company will be profitable, earn revenues or pay dividends. The 
Company has incurred and anticipates that it will continue to incur substantial expenses relating to the 
development and initial operations of its business. 
 
The payment and amount of any future dividends will depend upon, among other things, the Company’s 
results of operations, cash flows, financial condition, and operating and capital requirements. There is no 
assurance that future dividends will be paid, and, if dividends are paid, there is no assurance with respect 
to the amount of any such dividends. 
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The Company may not be able to effectively manage its growth and operations, which could materially 
and adversely affect its business. 
 
The Company has grown by acquisition. If the Company implements its business plan as intended, it may 
in the future experience rapid growth and development in a relatively short period of time. The management 
of this growth will require, among other things, continued development of the Company’s financial and 
management controls, management information systems, stringent control of costs, the ability to attract and 
retain qualified management personnel, and the training of new personnel. The Company intends to utilize 
outsourced resources and hire additional personnel to manage its expected growth and expansion. Failure 
to successfully manage its possible growth and development could have a material adverse effect on the 
Company’s business and the value of the common shares. 
 
The Company may be unable to adequately protect its proprietary and intellectual property rights. 
 
The Company’s ability to compete may depend on the superiority, uniqueness and value of any intellectual 
property and technology that it may develop. To the extent the Company is able to do so, to protect any 
proprietary rights of the Company, the Company intends to rely on a combination of patent, trademark, 
copyright and trade secret laws, confidentiality agreements with its employees and third parties, and 
protective contractual provisions. Despite these efforts, any of the following occurrences may reduce the 
value of any of the Company’s intellectual property: 
 

• Patents in the cannabis industry involve complex legal and scientific questions, and patent 
protection may not be available for some or any products; the Company’s applications for 
trademarks and copyrights relating to its business may not be granted, and, if granted, may be 
challenged or invalidated; 

• Issued patents, trademarks and registered copyrights may not provide the Company with 
competitive advantages; the Company’s efforts to protect its intellectual property rights may not be 
effective in preventing misappropriation of any of its products or intellectual property; 

• The Company’s efforts may not prevent the development and design by others of products or 
marketing strategies similar to or competitive with or superior to those the Company develops; 

• Another party may assert a blocking patent and the Company would need to either obtain a license 
or design around the patent in order to continue to offer the contested feature or service in its 
products; or 

• The expiration of patent or other intellectual property protections for any assets owned by the 
Company could result in significant competition, potentially at any time and without notice, resulting 
in a significant reduction in sales. The effect of the loss of these protections on the Company and 
its financial results will depend, among other things, upon the nature of the market and the position 
of the Company’s products in the market from time to time, the growth of the market, the 
complexities and economics of manufacturing a competitive product, and regulatory approval 
requirements, but the impact could be material and adverse. 

 
The Company may be forced to litigate to defend its intellectual property rights, or to defend against 
claims by third parties against the Company relating to intellectual property rights. 
 
The Company may be forced to litigate to enforce or defend its intellectual property rights, to protect its 
trade secrets or to determine the validity and scope of other parties’ proprietary rights. Any such litigation 
could be very costly and could distract its management from focusing on operating the Company’s 
business. The existence and/or outcome of any such litigation could harm the Company’s business. Further, 
because the content of much of the Company’s intellectual property concerns cannabis and other activities 
that are not legal in some US state jurisdictions or under US federal law, the Company may face additional 
difficulties in defending its intellectual property rights. 
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The Company may become subject to litigation, including for possible product liability claims, which may 
have a material adverse effect on the Company’s reputation, business, results from operations and 
financial condition. 
 
The Company may be named as a defendant in a lawsuit or regulatory action. The Company may also 
incur uninsured losses for liabilities, which arise in the ordinary course of business, or which are unforeseen, 
including, but not limited to, employment liability and business loss claims. Any such losses could have a 
material adverse effect on the Company’s business, results of operations, sales, cash flow or financial 
condition. 
 
The Company faces competition from other companies where it will conduct business that may have 
higher capitalization, more experienced management or may be more mature as a business. 
 
An increase in the number of companies competing in this industry could limit the ability of the Company to 
expand its operations. Current and new competitors may have better capitalization, a longer operating 
history, more expertise and be able to develop higher quality equipment or products, at the same or a lower 
cost. The Company cannot provide assurances that it will be able to compete successfully against current 
and future competitors. Competitive pressures faced by the Company could have a material adverse effect 
on its business, operating results and financial condition. 
 
If the Company is unable to attract and retain key personnel, it may not be able to compete effectively in 
the market. 
 
The Company’s success has depended and continues to depend upon its ability to attract and retain key 
management, including the Company’s CEO, CFO and technical experts. The Company will attempt to 
enhance its management and technical expertise by continuing to recruit qualified individuals who possess 
desired skills and experience in certain targeted areas. The Company’s inability to retain employees and 
attract and retain sufficient additional employees or engineering and technical support resources could have 
a material adverse effect on the Company’s business, results of operations, sales, cash flow or financial 
condition. Shortages in qualified personnel or the loss of key personnel could adversely affect the financial 
condition of the Company, results of operations of the business, and could limit the Company’s ability to 
develop and market its cannabis-related products. The loss of any of the Company’s senior management 
or key employees could materially adversely affect the Company’s ability to execute the Company’s 
business plan and strategy, and the Company may not be able to find adequate replacements on a timely 
basis, or at all. The Company does not maintain key person life insurance policies on any of the Company’s 
employees. 
 
There is no assurance that the Company will obtain and retain any relevant licenses. 
 
If obtained, any licenses are expected to be subject to ongoing compliance and reporting requirements. 
Failure by the Company to comply with the requirements of licenses or any failure to maintain licenses 
would have a material adverse impact on the business, financial condition and operating results of the 
Company. 
 
The size of the Company’s target market is difficult to quantify, and investors will be reliant on their own 
estimates on the accuracy of market data. 
 
Because the cannabis industry is in an early stage with uncertain boundaries, there is a lack of information 
about comparable companies available for potential investors to review in deciding about whether to invest 
in the Company and few, if any, established companies whose business model the Company can follow or 
upon whose success the Company can build. Accordingly, investors will have to rely on their own estimates 
in deciding about whether to invest in the Company. There can be no assurance that the Company’s 
estimates are accurate or that the market size is sufficiently large for its business to grow as projected, 
which may negatively impact its financial results. The Company regularly purchases and follows market 
research. 
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The Company’s industry is experiencing rapid growth and consolidation that may cause the Company to 
lose key relationships and intensify competition. 
 
The cannabis industry and businesses ancillary to and directly involved with cannabis businesses are 
undergoing rapid growth and substantial change, which has resulted in an increase in competitors, 
consolidation and formation of strategic relationships. Acquisitions or other consolidating transactions could 
harm the Company in a number of ways, including by losing strategic partners if they are acquired by or 
enter into relationships with a competitor, losing customers, revenue and market share, or forcing the 
Company to expend greater resources to meet new or additional competitive threats, all of which could 
harm the Company’s operating results. As competitors enter the market and become increasingly 
sophisticated, competition in the Company’s industry may intensify and place downward pressure on retail 
prices for its products and services, which could negatively impact its profitability. The Company continues 
to sell shares for cash to fund operations, capital expansion, mergers and acquisitions that will dilute the 
current shareholders. 
 
There is no guarantee that the Company will be able to achieve its business objectives. The continued 
development of the Company will require additional financing. The failure to raise such capital could result 
in the delay or indefinite postponement of current business objectives or the Company going out of 
business. There can be no assurance that additional capital or other types of financing will be available if 
needed or that, if available, the terms of such financing will be favourable to the Company. 
 
If additional funds are raised through issuances of equity or convertible debt securities, existing 
shareholders could suffer significant dilution, and any new equity securities issued could have rights, 
preferences and privileges superior to those of holders of common shares. The Company’s articles permit 
the issuance of an unlimited number of common shares, and shareholders will have no pre-emptive rights 
in connection with such further issuances. The directors of the Company have discretion to determine the 
price and the terms of issue of further issuances. Moreover, additional common shares will be issued by 
the Company on the exercise of options under the stock option plan and upon the exercise of outstanding 
warrants. In addition, from time to time, the Company may enter into transactions to acquire assets or the 
shares of other companies. These transactions may be financed wholly or partially with debt, which may 
temporarily increase the Company’s debt levels above industry standards. Any debt financing secured in 
the future could involve restrictive covenants relating to capital raising activities and other financial and 
operational matters, which may make it more difficult for the Company to obtain additional capital and to 
pursue business opportunities, including potential acquisitions. The Company may require additional 
financing to fund its operations to the point where it is generating positive cash flow. Negative cash flow 
may restrict the Company’s ability to pursue its business objectives. 
 
The Company could be liable for fraudulent or illegal activity by its employees, contractors and 
consultants resulting in significant financial losses to claims against the Company. 
 
The Company is exposed to the risk that its employees, independent contractors and consultants may 
engage in fraudulent or other illegal activity. Misconduct by these parties could include intentional, reckless 
and/or negligent conduct or disclosure of unauthorized activities to the Company that violate government 
regulations. It is not always possible for the Company to identify and deter misconduct by its employees 
and other third parties, and the precautions taken by the Company to detect and prevent this activity may 
not be effective in controlling unknown or unmanaged risks or losses or in protecting the Company from 
governmental investigations or other actions or lawsuits stemming from a failure to be in compliance with 
such laws or regulations. If any such actions are instituted against the Company, and it is not successful in 
defending itself or asserting its rights, those actions could have a significant impact on the Company’s 
business, including the imposition of civil, criminal and administrative penalties, damages, monetary fines, 
contractual damages, reputational harm, diminished profits and future earnings, and curtailment of the 
Company’s operations, any of which could have a material adverse effect on the Company’s business, 
financial condition and results of operations. 
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The Company will be reliant on information technology systems and may be subject to damaging 
cyberattacks. 
 
The Company has not experienced any material losses to date relating to cyberattacks or other information 
security breaches, but there can be no assurance that the Company will not incur such losses in the future. 
The Company’s risk and exposure to these matters cannot be fully mitigated due to, among other things, 
the evolving nature of these threats. As a result, cyber security and the continued development and 
enhancement of controls, processes and practices designed to protect systems, computers, software, data 
and networks from attack, damage or unauthorized access is a priority. As cyber threats continue to evolve, 
the Company may be required to expend additional resources to continue to modify or enhance protective 
measures or to investigate and remediate any security vulnerabilities. 
 
In certain circumstances, the Company’s reputation could be damaged. 
 
Damage to the Company’s reputation can be the result of the actual or perceived occurrence of any number 
of events, and could include any negative publicity, whether true or not. The increased usage of social 
media and other web-based tools used to generate, publish and discuss user-generated content, and to 
connect with other users has made it increasingly easier for individuals and groups to communicate and 
share opinions and views regarding the Company and its activities, whether true or not. Although the 
Company believes that it operates in a manner that is respectful to all stakeholders and that it takes care 
in protecting its image and reputation, the Company does not ultimately have direct control over how it is 
perceived by others. Reputation loss may result in decreased investor confidence, increased challenges in 
developing and maintaining community relations and an impediment to the Company’s overall ability to 
advance its projects, thereby having a material adverse impact on financial performance, financial condition, 
cash flows and growth prospects. 
 
No guarantee on the use of available funds by the Company 
 
The Company cannot specify with certainty the particular uses of available funds. Management has broad 
discretion in the application of its proceeds. Accordingly, a holder of common shares will have to rely upon 
the judgment of management with respect to the use of available funds, with only limited information 
concerning management’s specific intentions. The Company’s management may spend a portion or all of 
the available funds in ways that the Company’s shareholders might not desire, that might not yield a 
favourable return and that might not increase the value of a purchaser’s investment. The failure by 
management to apply these funds effectively could harm the Company’s business. Pending use of such 
funds, the Company might invest the available funds in a manner that does not produce income or that 
loses value. 
 
Currency fluctuations 
 
A significant portion of the Company’s German subsidiary expenses are expected to be denominated in 
euros, and therefore, may be exposed to significant currency exchange fluctuations. Recent events in the 
global financial markets have been coupled with increased volatility in the currency markets. Fluctuations 
in the exchange rate between the euro and the Canadian dollar may have a material adverse effect on the 
Company’s business, financial condition and operating results. The Company may, in the future, establish 
a program to hedge a portion of its foreign currency exchange exposure with the objective of minimizing 
the impact of adverse foreign currency exchange movements. However, even if the Company develops a 
hedging program, there can be no assurance that it will effectively mitigate currency risks. 
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19. OUTSTANDING SHARE DATA 
 
Authorized and issued share capital as at August 28, 2024: 
 

Class Par Value Authorized Issued Number 

Common No par value Unlimited 113,019,065 

 

• As at August 28, 2024, there were 2,590,000 stock options outstanding. 

• As at August 28, 2024, there were 8,088,350 warrants outstanding. 
 

20. OTHER INFORMATION 
 
Additional information on the Company is available on SEDAR+ at www.sedarplus.ca. 
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