ELEMENT NUTRITIONAL SCIENCES INC.
Management’s Discussion and Analysis
For the Six Months Ended June 30, 2021

ELEMENT NUTRITIONAL SCIENCES INC.
(formerly PJ1 Capital Corp.)

MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Six Months Ended June 30, 2021

(Expressed in Canadian Dollars)

56589745.2
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This Management’s Discussion and Analysis (“MD&A”) provides discussion and analysis of the financial
condition and results of operations of Element Nutritional Sciences Inc. (formerly PJ1 Capital Corp. (“PJ1
Capital”)) (the “Company”) for the six months ended June 30, 2021. The discussion below should be read
in conjunction with the Company’s condensed interim consolidated financial statements for the six months
ended June 30, 2021 (the “Interim Financial Statements”), and the audited consolidated financial statements
for the years ended December 31, 2020 and 2019. Those financial statements and accompanying notes have
been prepared in accordance with International Financial Reporting Standards (“IFRS”) as issued by the
International Accounting Standards Board and interpretations of the IFRS Interpretations Committee.

The information contained within this MD&A is current to August 26, 2021.
All dollar amounts in the MD&A are stated in Canadian dollars unless otherwise indicated.

Forward- looking Statements

This MD&A, including any information incorporated by reference, contains statements that, to the extent
that they are not historical fact, may constitute “forward-looking statements” within the meaning of
applicable securities legislation.

Forward-looking statements may include, but are not limited to, statements with respect to:

. financial and other projections, future plans, objectives, performance, revenues, growth, profits or
operating expense;

. the use of available funds;

. plans to research, develop, implement, adopt, market and sell new technology or products, including
continued research, development and commercialization regarding the Company’s products and
proposed products;

. estimates and projections regarding the industry in which the Company operates or will operate,
including the global nutrition and dietary supplement market, nutritional drinks market, adult

nutritional food and drinks market and expectations relating to trends and the adoption of new
products;

. requirements for additional capital and future financing options;

. plans to launch new products, obtain new customers or expand the customer base, and enter into
new markets;

. expansion and acceptance of the Company’s products in markets across different jurisdictions;
. manufacturing and distribution partnerships and agreements;

. plans to identify, pursue, negotiate and/or complete strategic acquisitions;

. marketing plans and strategic advertising results;

. the timing and possible outcome of regulatory and legislative matters, including, without limitation,
the Food and Drug Administration (“FDA”), Health Canada and other regulatory approval
processes;

. future plans, objectives or economic performance, or the assumption underlying any of the
foregoing; and

. other expectations of the Company.
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Such forward-looking statements, made as of the date hereof, reflect the Company’s current views with
respect to future events and are based on information currently available to the Company and are subject to
and involve certain known and unknown risks, uncertainties, assumptions and other factors which may cause
the actual results, performance or achievements of the Company to be materially different from any future
results, performance or achievements expressed in or implied by such forward-looking statements. Should
one or more of these risks or uncertainties materialize, or should assumptions underlying the forward-looking
statements prove incorrect, actual results may vary materially from those described herein as intended,
planned, anticipated, believed, estimated, or expected. These risks, uncertainties, assumptions, and other
factors should be considered carefully, and prospective investors and readers should not place undue reliance
on the forward-looking statements.

These risks, uncertainties, assumptions and other factors include, but are not limited to: the risks and factors
set out below under the heading “Financial Risk Management”; risks posed by the economic and political
environments in which the Company operates and intends to operate; market instability due to the COVID-
19 pandemic; the potential for losses arising from the expansion of operations into new markets; increased
competition; assumptions regarding market trends and the expected demand and desires for the Company’s
products and proposed products; reliance on industry manufacturers, suppliers and others; the failure to
adequately protect intellectual property; a failure to adequately manage future growth; adverse market
conditions; failure to satisfy ongoing regulatory requirements; and the additional risk factors as set out in the
Company’s prospectus dated May 13, 2021 (the “Prospectus”).

Any forward-looking statement speaks only as of the date on which such statement is made, and the Company
undertakes no obligation to update any forward-looking statement or information or statements to reflect
information, events, results, circumstances or otherwise after the date on which such statement is made or to
reflect the occurrence of unanticipated events, except as required by law including securities laws. New
factors emerge from time to time, and it is not possible for management to predict all of such factors and to
assess in advance the impact of each such fact on the Company’s business or the extent to which any factor,
or combination of factors, may cause actual results to differ materially from those contained in any forward-
looking statements or information.

Description of the Company

The Company was incorporated under the Business Corporations Act of British Columbia on June 25, 2018.

The Company acquired Element Nutrition Inc. (“Element”) and Hammock Pharmaceuticals, Inc.
(“Hammock”), effective August 31, 2020 as follows:

(1) a share exchange agreement (the “Element Share Exchange Agreement”) under which the Company
acquired all of the issued and outstanding shares of Element in consideration of the issuance of
24,375,000 common shares to the former shareholders of Element: and

(ii) a merger agreement (the “Hammock Merger Agreement”) under which the Company acquired all
of the issued and outstanding shares of Hammock in consideration of the issuance of 9,375,000
common shares to the former shareholders of Hammock. As part of the Element Share Exchange
Agreement and the Hammock Merger Agreement, the Company reserved for issuance an aggregate
0f 24,000,000 management performance warrants.

Each of the Element Share Exchange Agreement and the Hammock Merger Agreement contains voluntary
lock-up provisions that apply to the former shareholders of Element and Hammock. 400,000 common shares
of the Company were issued on August 31, 2020 as a finder’s fee in connection with the acquisition of
Element and Hammock.

The Company completed the acquisition of Element through the Element Share Exchange Agreement

whereby the Company acquired all the issued and outstanding shares of Element on August 31, 2020, with
the former shareholders of Element obtaining control of the Company through a reverse takeover transaction
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(“RTO Transaction”). On the same date, the Company completed the acquisition of Hammock through the
Hammock Merger Agreement. Following the RTO Transaction, the Company is controlled by Element.
Since Element controls the Company after the RTO Transaction, it is accounted for as a reverse acquisition
of the Company by Element for accounting purposes.

RTO Transaction

On August 31, 2020, the Company (PJ1 Capital at the time) acquired all of the issued and outstanding shares
of Element by way of the RTO Transaction, pursuant to the Element Share Exchange Agreement, whereby
all of the issued and outstanding shares of Element (28,870,602) were exchanged for 24,375,000 common
shares of PJ1 Capital.

In the RTO Transaction, although legally PJ1 Capital is the parent of Element, Element is deemedto be the
accounting acquirer and PJ1 Capital is deemed to be the acquiree for accounting purposes. Upon completion
of the RTO Transaction, the former shareholders of Element have become the controlling shareholders of
PJ1 Capital. As Element is deemed to be the acquirer inthe RTO Transaction, the assets and liabilities of
Element have been accounted for at cost, and PJ1 Capital’s assets and liabilities have been accounted for at
fair value on acquisition at August31, 2020. Since PJ1 Capital’s operations did not constitute a business prior
to August 31, 2020, the RTO transaction has been accounted for as an asset acquisition that is not a business
combination.Therefore, PJ1 Capital’s share capital, reserves and deficit at the time of the RTO Transaction
have been eliminated and the RTO Transaction costs have been expensed. The capital structurerecognized in
the audited consolidated balance sheet is that of the Company, but the dollar amount of the issued share
capital prior to the RTO Transaction will be that of Element, including the value of shares issued prior to the
RTO Transaction.

In the accounting for the reverse takeover, the RTO Transaction consideration was determined by reference to
the fair value of equity of the legal subsidiary, being Element, would have issued to the legal parent entity,
being PJ1 Capital, for the shareholders of PJ1 Capital to obtain the same percentage ownership interest of
approximately 41% in the combined entity. The fair value of the issued equity was determined based on the
most reliable and observable fair value measures being the value of shares and warrants the legal parent had
outstanding at the time of the RTO Transaction (22,233,162 common shares and 550,000 special warrants)
and a market price per share from a recent transaction between third party market participants ($0.15/share)
and 521,600special warrants with a fair value of $0.08/share determined using a Black-Scholes pricing model.

The excess of the fair value of the RTO Transaction consideration to PJ1 Capital over the fair value of the
liabilities of PJ1 Capital acquired by Element on August 31, 2020 is as follows:

56589745.2



ELEMENT NUTRITIONAL SCIENCES INC.
Management’s Discussion and Analysis
For the Six Months Ended June 30, 2021

Fair value of consideration given up:

22,233,162 shares at $0.15/ share $ 3,334,974
550,000 special warrants at $0.15 / share 82,500
521,600 special warrants at $0.08 / share 41,728

3,459,202

Fair value of net assets acquired

Cash 1,479,183
Loan receivable 250,000
Amounts receivable 9,855
Accounts payable and accrued liabilities - 6,921
Net Assets Acquired 1,732,117
Excess of RTO Transaction consideration over net assets acquired $ 1,727,085

Capital Transactions
On June 25, 2018 the Company issued 1 common share for $1.00.

On June 25, 2018, the Company issued 335,000 special warrants. An additional 215,000 special warrants
were issued on July 9, 2020. The special warrants converted to common shares of the Company on November
7, 2020. The warrants are recorded at their estimated fair value which is based on $0.15/share on August 31,
2020.

On July 3, 2020, the Company completed a private placement and issued 11,200,000 common shares at $0.02
per share for a total of $224,000.

On August 10, 2020, the Company completed a private placement and issued 11,033,162 common shares at
$0.15 per share for a total of $1,654,974. The Company issued 521,600 special warrants as a finder’s fee on
August 10, 2020 to Canaccord Genuity Corp. The special warrants entitle the holder to purchase common
shares at $0.15/share for a period of twoyears from the date of grant. The warrants are recorded at their
estimated fair value which is based on $0.08/share on August 10, 2020 using the Black-Scholes pricing model
with the following assumptions: (i) expected option life of 1.9 years; (ii) risk free rate of 0.5%; (iii) dividend
yield of nil; (iv) expected volatility of 100%; and (v) fair value of the share price of $0.15.

On August 31, 2020, all shareholders of Element exchanged all the issued and outstanding shares with the
Company pursuant to the Element Share Exchange Agreement. Consideration received was the issuance of
24,375,000 common shares of the Company to the former shareholders of Element.

On August 31, 2020, the Company acquired all of the issued and outstanding shares of Hammock in
consideration for the issuance of 9,375,000 common shares of the Company.

On August 31, 2020, the Company issued 400,000 common shares as a finder’s fee related to the Element
share exchange and the Hammock acquisition. The shares were recorded at the fair value on August 31, 2020
of $0.15/share.

The Element Share Exchange Agreement and the Hammock Merger Agreement contain voluntary lock-up
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provisions that apply to the former shareholders of Element and Hammock.

The Company entered into a non-brokered deal to file a prospectusfor the purposes of completing an initial
public offering. Pursuant to a concurrent private placement completed on January 18, 2021, and March 29,
2021, the Company issued an aggregate of 22,480,000 subscription receipts at a price of $0.25 each to raise
aggregate gross proceeds of $5,620,000. The gross proceeds were placed into escrow. Upon conversion of
the subscription receipts, and without additional payment therefor, the Company issued 22,480,000 common
shares, which were qualified for distribution under the Prospectus. On May 13, 2021, the Company
completed its Prospectus filing. On May 19, 2021, the funds were released from escrow and the subscription
receipts were converted to common shares.

As part of the concurrent private placement, the Company entered into a finder’s agreement with Canaccord
Genuity Corp. Under the terms of the finder’s agreement, the Company paid a finder’s fee of $426,360 and
issued 1,705,440 broker warrants exercisable for 1,705,440 common shares at a price of $0.25/share for a
period of two years from the date of closing. A corporate finance fee of $200,000 was also payable to
Canaccord Genuity Corp. Of the $200,000, $100,000 was payable by the issuance of fully paid shares at
$0.25 per share.

On January 18, 2021,the Company issued 1,300,000 options to the President and Chief Executive Officer to
purchase common shares of the Company. All options vested immediately at the date of issuance, have an
exercise price of $0.25/share and expire five years from the date of issuance.

On January 18, 2021, the Company issued 24,000,000 management performance warrants to the President
and Chief Executive Officer in connection with the Element Share Exchange Agreement. No value has been
assigned to these warrants. Upon issuance, the management performance warrants are exercisable based on
the following criteria:

(a) 7,200,000 management performance warrants shall become exercisable upon the Company
reaching $10,000,000 in revenue and a positive net profit for a financial year;

(b) 8,400,000 management performance warrants shall become exercisable upon the Company
reaching $25,000,000 in revenue and $2,500,000 in EBITDA for a financial year; and

(c) 8,400,000 management performance warrants shall become exercisable upon the Company
reaching $50,000,000 in revenue and $5,000,000 in EBITDA for a financial year.

On February 1, 2021, February 4, 2021 and March 15, 2021, the Company issued 6,012,000 common shares
for $1,503,000 ($0.25/share) through multiple private placements. As part of the private placements,
Canaccord Genuity Corp. received a finder’s fee of $92,240 and 386,960 special warrants exercisable at
$0.25/share for a period of two years from the date of grant.

On March 10, 2021, the Company issued 3,400,000 options to certain employees and officers of the Company
to purchase common shares of the Company at $0.25/share for a period of five years. One-third of all options
vested immediately on the grant date, one-third will vest onthe one-year anniversary of the grant date, with
the remaining one-third vesting on the two-year anniversary of the grant date. The vested options, one-third,
are recorded at their estimated fair value which is based on $0.185/share at March 10, 2021 using the Black-
Scholes pricing model with the following assumptions: (i) expected option life of 5 years; (ii) risk free rate
of 0.5%; (iii) dividend yield of nil; (iv) expected volatility of 100%; and (v) fair value of the share price of
$0.25.

On April 27, 2021, the Company entered into a bridge loan agreement with L5 Capital Inc. to borrow up to
$1,250,000 in three tranches of $500,000, $500,000 and $250,000 whereby it would pay an interest rate of
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10% and in addition to the interest, issue two (2) warrants for each one (1) dollar loaned. The 2,500,000
warrants were issued on May 19, 2021. The Company repaid the loan with the escrowed funds as noted in
above.

On June 18, the Company issued 8,334,000 common shares for $5,000,400 ($0.60/share) through a private
placement. The company issued a half warrant for each common share purchased for a total of 4,167,000
warrants. These warrants are exercisable at $1.00/share for a period of two years from the date of grant.
As part of the private placement, Canaccord Genuity Corp. received a cash finder’s fee of $350,028, 208,334
common shares at $0.60 / share and special warrants exercisable at $0.60/share for a period of two years from
the date of grant.

On July 5, 2021, the Company issued 1,700,000 incentive stock options, with an exercise price of $0.81 per
option, to certain directors, officers, employees, and consultants under its existing stock option plan. The
options are exercisable for a period of five years. 425,000 options will vest immediately, 62,500 options will
vest in six months, 358,332 options will vest in 12 months, 62,500 options will vest in 18 months, 420,834
options will vest in 24 months, 62,500 options will vest in 30 months and 308,334 options will vest in 36
months.

Description of the Business

The Company, through Element, has principally been focused on the development and commercialization of
its Rejuvenate brand. Rejuvenate is a muscle health product designed to help slow and/or prevent muscle loss
due to aging (Sarcopenia). The formulation is based on 17 years of clinical research with 25 peer reviewed
clinical studies supporting the formula and its efficacy. Based on the potential of the formula in delivering a
clinically proven nutritional intervention for muscle loss, Rejuvenate is now Element’s flag ship brand. Since
this new technology makes the initial Boomer formulations obsolete, Element is slowly transitioning out of
the Boomer Nutrition brand. The first Rejuvenate product developed was a single serve powdered product
sold in a carton holding 30 single serve pouches delivering the 3.6 grams of the essential amino acid formula.
Each pouch is mixed with 8-10 ounces of water and consumed 1-2 times per day. Element began
commercialization of this brand in April of 2019. Initial sales were through e-commerce on Element’s web
sites in the US and Canada and also on Amazon.ca and Amazon.com. Retail sales commenced in the second
half of the year at 6,000 CVS retail stores and 2,838 Walmart stores in the United States. Total sales for
Rejuvenate for 2019 were $1,402,663. It can generally take 24 months or more to get a product into
significant distribution. However, due to, what Element believes is the product’s innovative value
proposition, it was able to get retail acceptance at an early stage. Element’s goal is to continue to build sales
and distribution throughout the United States by adding additional retailers and increasing consumer brand
awareness through its marketing efforts. The production of the single serve plant based beverage has
commenced in the United States.

In 2020, the brand started selling at Canadian retailers. The Rejuvenate Sachet products went on sale at Rexall
Drug stores in Q2 of 2020. It is now also available at select Shoppers Drug Mart stores and was made
available at Loblaws stores in October of 2020. Element is currently in discussions with multiple retailers in
North America to increase its distribution of the Rejuvenate Sachet Products.

Over the past year, Element has been developing the Rejuvenate RTD products. Expanding the brand line by
offering a single serve beverage, such as the Rejuvenate RTD product, is a growth opportunity for Element.
Element believes that the Rejuvenate organic plant based beverage will bring added variety and give
consumers an alternate choice to what has traditionally been offered. The product is now in production and
being commercialized. Initial production began in November 2020. Element commenced sales of the product
on its e-commerce platform in February of 2021 and commenced retail sales in April of 2021 in the United
States. Due to different regulations in Canada a specific formula must be developed for the Canadian market.
Formulation was completed in Q2 2021. This formulation does require Health Canada approval and
commercialization will depend on the approval. Approval can take up to 8 months and may be longer due to
COVID 190nce approval is completed the product will be moved to production and commercialization.
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Initial sales are expected to commence on our e-commerce platforms (Rejuvenate.ca and Amazon.ca) in Q3
of 2022.

On June 1, 2021 the Company was pleased to announce that it had commenced shipments of Rejuvenate
RTD products to Walgreens locations across the United States. Rejuvenate will be added to 8,468 Walgreens
locations, which will bring the total number of retail locations carrying Rejuvenate products to over 16,000
across North America.

In March of 2018, Element acquired the JAKTRX product line of protein powders and other nutritional
supplements targeting the sports nutrition market. The North American sports nutrition market is valued at
$17 billion and is forecast to be $31 billion by 2027, (Grand View Research, Sports Nutrition Market Size,
Share & Trends Analysis Report Feb 2020). This represents another significant growth opportunity for
Element. Additionally, the Rejuvenate formula can be incorporated into new product offerings within the
JAKTRX brand. JAKTRX is a brand designed and developed for the CrossFit consumer. The JAKTRX
brand is made up of a line of protein powders and other nutritional supplements. The products were sold
through e-commerce on the JAKTRX website and direct to consumers through CrossFit gyms. However, due
to the declining popularity of CrossFit and to expand the brand to more consumers encompassing all sports,
a strategy is being executed to change the branding and marketing so as to appeal to the entire sports nutrition
consumer and take advantage of the projected growth in the North American sports nutrition market. This
change is expected to increase the size of the product’s target market and help improve sales.

Element has recently announced the introduction of the Rejuvenate RTD Product in a 330 ml resealable Tetra
Pak. The product comes in three flavor options for the consumer, chocolate, vanilla and mocha. The
Rejuvenate drink went into production in November 2020. The product will be the first Rejuvenate liquid
beverage to enter the marketplace. Sales commenced in February of 2021 through Element’s e-commerce
platform. The product is now being sold at retail stores in the USA. The Canadian formulation was completed
in October of 2020 and then moved to trial production. Sales are expected to commence in Canada upon
receiving approval from the NHPD.

New products are being developed using the patented method of administering a formulation of essential
amino acids. Element has plans to launch beverage products under the Rejuvenate brand over the next 3-5
years. Other powdered formulations will also be developed. Additionally, a new digital and social media
program will be launched to increase brand awareness of all Rejuvenate products. This strategy is designed
to also allow Element to utilize its infrastructure in the United States and start selling the product via e-
commerce in the US market. Expansion into the US is a potential growth opportunity for Element. Element
Nutrition Ltd., the wholly owned USA subsidiary, was formed to expand brand recognition, open access to
new markets, attract new customers and expand its market share for existing and new products within the
United States.

Commercialization

Element is currently a vendor of record with Walgreens, CVS, Walmart, and Meijer in the United States.
This represents a total of 24,577 potential points of distribution in the United States. Element becomes a
vendor of record once it has completed all the internal paperwork with the retailer necessary to set up a
product in the retailers system so that the retailer can issue purchase orders for the product. For most retailers
there is a vendor agreement that outlines the agreed upon guidelines for conducting business together. This
agreement includes but is not limited to, pricing, delivery, payment terms, damage allowance and return
policies. Element has entered into a Brokerage Agreement with Advantage Solutions to lead Element’s sales
expansion in the US. Advantage Solutions is a market leader in sales and brand development operating in 40
countries globally.

Element is currently a vendor of record in Canada with Loblaws, Shoppers Drug Mart and Rexall. This
represents a total of 3,700 potential points of distribution. Brewin and Associates is Element’s broker in
Canada.
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Element currently has a distribution and sales agreement with Natural Made Company Ltd. (“Natural Made”)
in South Korea. This agreement was entered into in October of 2019. All product is purchased directly from
Element and shipped to the distributor. All purchases are paid up front in US dollars prior to shipping. In
July 2021, the Company has signed a letter of intent to establish a joint venture to distribute Rejuvenate
products across the Asia Pacific region (the “Joint Venture”) with Natural Made. Each party will equally
share in the economic interest in the Joint Venture. Founded in 2002 by Jongho Ryu and based in South
Korea, Natural Made is a distributor of health and wellness products across the Asia Pacific region.
NaturalMade began distributing Rejuvenate products across South Korea in 2021, including to Curves Fitness
locations and a medical supply distributor to hospitals. The size of the South Korean dietary supplement
market is estimated to be US$3.9 billion and over 70% of Koreans have stated they purchased and consumed
functional health foods in 2020.

There are no other current planned distributions outside of Canada and the US. As Element grows and
opportunity presents itself, Element may enter into similar agreements in other foreign markets.

Element received its first purchase orders in June 2021 for Rejuvenate plant-based single serve pouches from
iHerb. Founded in 1996, iHerb is an e-commerce platform offering over 30,000 products from 1,200 brands
to millions of customers. iHerb ships directly from GMP certified, state-of-the-art and climate-controlled
warehouses to over 150 countries around the world.

Element received its first purchase orders in June 2021 for Rejuvenate RTD organic plant protein beverage
from Sam’s Club e-commerce platform. Sam’s Club is the membership warehouse division of Walmart Inc.
operating through both retail locations and its online platform. In fiscal 2021, Sam’s Club reported revenue
of US$63.9 billion. In its first advertising campaign in partnership with Sam’s Club, the Company is
expecting to reach approximately 4.4 million impressions, including impressions among the Sam’s Club
membership base.

Marketing and Branding

In January 2020, Element engaged DEG Productions in the US to develop and produce content for social
media, digital media and direct to consumer marketing. Completion of this was delayed due to the COVID-
19 pandemic. In October 2020, they completed the production, and the program is moving forward.

In March 2020, Element engaged the Sasha Group, part of Vayner Media in the United States, a national
branding agency. Sasha Group will be managing and executing a complete digital and social media campaign
for the Company’s Rejuvenate brand.

In August 2020, Element signed Denise Austin as a brand ambassador for the Rejuvenate brand. Denise has
over 450,000 followers and is one of the most influential social media celebrities for women 45-65 years old
in the United States for fitness and nutrition.

In September 2020, Element engaged Lockard and Wechsler, a national full-service media agency in the
United States. Lockard and Wechsler specialize in direct-to-consumer marketing. They are executing a
nationwide direct to consumer marketing campaign in the United States.

In September 2020, Element engaged Flinnwest Solutions, a digital marketing agency in White Rock, British
Columbia. Flinnwest is providing optimized e-commerce websites that work in conjunction with Element’s
social media, customer relationship management system and email marketing.

In October 2020 we tested a national TV advertising campaign with Lockard and Wechsler for a period of 4 weeks.
A significant increase in sales at CVS and on-line was realized. At the same time, we tested digital advertising
primarily on Facebook and Instagram.

Beginning in May 2021, the Company has begun a national TV advertising campaign both in the United
States and Canada. In addition, we have stepped up our digital marketing budget in both countries.
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During Q2 and Q3 2021, the Company is evaluating an influencer marketing campaign to commence in
September 2021 with a company called The Shelf. Concurrently, there are a few retired professional athletes
in our target market that under consideration for prospective spokespeople in future advertising and digital
media.

Additional digital advertising campaigns are being conducted directly with major retailers including Sam’s,
Walgreens, CVS, I-Herb and Amazon.

Manufacturing, Supply and Production

All production is contracted to independent contractors. Element currently utilizes three independent contract
manufacturers to produce all products sold in North America. There is a large number of contract
manufacturers in the US and Canada that have the capabilities to produce the Rejuvenate powder beverage.
Element has secondary suppliers so that it is not reliant on one manufacturer. Element enters into quality
agreements with all manufactures to ensure the high quality of the products is maintained. Element’s current
principal manufacturer for its plant based beverage has just completed a full expansion and increased its
production capacity. Accordingly, there is significant line time currently available for the production of the
Rejuvenate plant based beverage A secondary manufacturer for this product is being brought on board so
that Element is not relying on just one manufacturer for the plant based beverage. Element’s raw material
supply chain is managed internally by its operations team in conjunction with its manufacturers. Real time
inventory controls allow Element to forecast the need for raw materials and finished goods. The current
situation surrounding the COVID-19 pandemic has had no material effect on Element’s supply chain. Besides
the quality control agreements, Element does not enter into manufacturing agreements with its contract
manufacturers. This is done to provide Element with the flexibility to be able to move manufacturing as
needed to other manufacturers for the benefit of the business and maintaining supply. If Element entered into
agreements with manufacturers, it would limit options on supply should the manufacturer have any
production issues. Therefore, if the manufacturer had a production issue or supply issue Element would have
no other manufacturer to acquire supply from. Element would then be at risk for out of stocks and not being
able to meet demand. This structure is used for all brands and products. Also, by not signing exclusive
manufacturing agreements it gives Element the ability to negotiate pricing on a consistent basis as business
increases. Element also supplies the manufacturers with forecasts which ensures consistent pricing on raw
materials and creates the opportunity to lower the cost of goods on a consistent basis. This model ensures
that Element has a predictable supply of all products it sells.

Hammock Pharmaceuticals, Inc.

Hammock was incorporated under the state of Delaware on January 26, 2016. Hammock’s main office is at
11922 General Drive, Unit C, Charlotte, North Carolina, 28273.

Hammock’s prior focus was to build a prescription-based company focused on women’s health and urology.
In January 2017, Hammock executed a licensing agreement with MilanaPharm, LLC providing Hammock
exclusive North American rights to MilanaPharma’s TRI-101 hydrogel technology (“TRI-101"). Hammock
continued to develop the technology throughout 2017. However, due to prescription pricing pressure,
management made a decision to redirect its focus to the consumer health product segment.

On December 5, 2019, Hammock assigned and transferred to Daré Biosciences, Inc. ("Dar¢") all of its right,
title and interest in and to the MilanaPharm license agreement and agreed to transfer to Dar¢ all of the data,
materials and the licensed technology in its possession pursuant to a technology transfer plan as agreed upon
by the parties.

Upon execution of the assignment agreement, Hammock received $250,000 from Daré, with additional
payments of $125,000 paid December 5, 2019, and $137,500 paid on January 31, 2020. On July 13, 2020
Hammock received an additional $100,000 from Daré upon the first patient dosing within its Phase 3 clinical
trial in bacterial vaginosis (“BV”). Hammock also received on June 23, 2021 $250,000 upon the submission
of a New Drug Application (“NDA”) to the FDA for BV. There could also be additional payment received.

56589745.2



ELEMENT NUTRITIONAL SCIENCES INC.
Management’s Discussion and Analysis
For the Six Months Ended June 30, 2021

$500,000 upon NDA approval by the FDA for BV; and $250,000 after NDA approval by the FDA for a total
of one additional indication for any intravaginal and/or urology indication other than BV.

Subsequent to the acquisition date of August 31, 2020 by the Company, a distribution agreement and license
for distributing the Athlete’s Gel product in the United States and Canada was not renewed by management
due to certain decisions to refocus the Element group on operations that generate positive margins and cash
flows. While management had the view of eventually restructuring Hammock operations to be accretive to
the group when entering into the Hammock Merger Agreement, it was later determined that the investment
required could not provide the returns management had planned pre-merger. As a result, those plans were
abandoned and the distribution license was allowed to lapse and as such, both parties signed a mutual release
on December 3, 2020. The parties to the mutual release were Athletes Gel PTY Limited, Hammock and the
Company. Hammock ceased its business operations in January of 2021. The Company does not plan to make
any future material investments to grow the business of Hammock.

Regulatory

The United States and Canada have separate regulatory environments applicable to the sale of the Element’s
products. In the United States the sale of nutritional and dietary supplements is governed by the FDA. All of
Element’s products sold in the United States are compliant with FDA regulations. The guidelines for the sale
of supplements in the United States was set forth in the Dietary Supplement Health and Education Act
(“DSHEA”). There is no current process of approval for the sale of nutritional products or any dietary
supplements. It is the responsibility of Element and the manufacturers to ensure that products manufactured
and sold are compliant with DSHEA.

Within Canada there is the Natural Health Product Directorate (“NHPD”) that governs the sale of nutritional
products and dietary supplements. The NHPD is a division of Health Canada. Depending on the delivery
form (powder, pill, capsule, bar, etc.) and formulation of the product, it may be necessary to get approval of
the NHPD to sell the product in Canada. Once the application process is complete and accepted, the product
receives a Natural Product Number (“NPN”). This signifies that it is approved for sales in Canada. All of
Element’s products that are currently sold in Canada that require an NPN have an NPN. Element currently
has applications in process with the NHPD for the following new product formulations: Rejuvenate Organic
Protein Beverage, Rejuvenate Immune Support and Rejuvenate Omega Health. These products are expected
to be brought to market in 2021 once approved.

Intellectual Property

A vital part of Element’s business strategy is to protect its products and technologies through the use of
patents, proprietary technologies and trademarks, to the extent available. Success will depend, in part, upon
the ability to obtain and enforce strong patents, to maintain trade secret protection and to operate without
infringing the proprietary rights of others. The most important intellectual property for Element is the brand
name for its Rejuvenate products. The patented method of administering a formulation of essential amino
acids (US Patent 9,364,463) developed from the University of Arkansas is utilized in both the Rejuvenate
Sachet Products and Rejuvenate RTD Products. Element holds rights to this method of administering an
amino acid formulation under the License Agreement (as defined below) which provides Element with
limited exclusive rights to utilize the patent for the production of dietary supplements and RTD shakes
primarily marketed to adults over 60 and non-exclusive rights for the sports nutrition market. Element’s rights
are non-exclusive in Malaysia, Singapore, Thailand, Brunei, Philippines, Cambodia, Vietnam, Indonesia,
Myanmar, Laos, Taiwan and Hong Kong. Element may sell products in China with the prior approval of
Eight IP.

The method of administering an amino acid formula as used in Rejuvenate formula has two US patents filed
and Element has licensed rights to use this intellectual property. Additionally, Element has partnered with an
independent research firm to conduct further research that may result in more patent filing opportunities.
Element has filed trademark applications for both the word mark and design mark for “Rejuvenate Muscle
Health” in the United States and Canada. Additionally, Element has filed a trademark application for its
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JAKTRX brand in both the United States and Canada. Element will continue to look for opportunity to protect
and solidify its intellectual property and concurrently its market advantage with patents and trademarks
wherever possible.

Pursuant to the first amended and restated sublicense agreement (the “License Agreement”) dated October
27, 2020, as amended, between Eight IP LLC (“Eight IP”’) as the licensor and Element as the licensee,
Element licensed the use of certain patent rights from Eight IP consisting of the use of amino acid
supplementation for improved muscle recovery for a term of ten years commencing on November 1, 2020.
Upon expiry, the License Agreement shall automatically renew for an additional ten years provided Element
is not in breach of the License Agreement and the parties agree upon minimum purchase requirements for
the renewal term. Eight IP sublicensed the intellectual property pursuant to an underlying license agreement
with the University of Arkansas. The patent rights are currently held by BioVentures, LLC, an affiliated
entity of the University of Arkansas that manages its intellectual property.

The brand has growing customer acceptance, brand loyalty and brand equity. The increased brand equity
allows Element to further expand into other retail categories (grocery, vitamins, food supplements etc.) and
health conditions (heart health bone health etc.) relating to products that are not dependent on the patent
rights under the License Agreement. Increased brand equity and innovation within the brand creates brand
longevity. This strategy allows the brand to remain in the market for many decades. Patents eventually expire
but brand equity and consumer loyalty does not.

Research and Development

The Company had engaged KGK Science in London, Ontario. KGK Science is a full-service contract
research organization specializing in the nutritional science. The Company is currently working with KGK
Science in the development of research protocols with the Rejuvenate formulation. Results from these studies
will contribute to the formation of new intellectual property and new applications in human health and
wellness.

Use of Proceeds

The Company raised $5,620,000 from the concurrent private placement and the funds were received in May
2021. The Company budgeted to use the funds as follows in the table below. A comparison of the actual
use of proceeds is also included.
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Use of Available Funds Budgeted Use of Funds Actual Use of Funds
Marketing® $1,003,640 875,000
Research and development 200,000 95,000
Closing costs 850,000 930,000
Agent commission 426,360 426,360
Agent fee 100,000 100,000
Investor relations® 100,000 953,000
General administrative expense 1,690,000 1,190,640
Working capital 1,250,000 1,050,000
TOTAL $5,620,000 $5,620,000

Notes:
(1) Marketing costs are an effective and essential expense towards engaging its customers and branding.

The Company’s marketing campaign costs include activities associated with:
(i) digital content

(i1) social media and paid media,

(iii) direct to consumers

The difference between the budgeted amount and the actual amount is $128,640. This difference is
due to the timing of some initiatives.

2) The increase in the amount over budget is due to initiating programs that were anticipated to be
begin in Q3 and Q4.

Selected Financial Information

The following tables show selected financial information for the 3 months ended and as at March 31, 2021
compared to the 3 months ended March 31, 2020 and for the 6 months ended & as at June 30, 2021 compared
to the 6 months ended June 30, 2020.

The selected financial information set out below may not be indicative of the Company’s future performance.
The information contained in each table should be read in conjunction with the Company’s Interim Financial
Statements and related notes.
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Summary Information (Unaudited) (Unaudited)
As at and for the | As at and for the | As at and for the | As at and for the
(expressed in thousands of Canadian dollars) 3 months ended, | 3 months ended, | 6 months ended, | 6 months ended,
June 30, 2021 June 30, 2020 June 30, 2021 June 30, 2020
2021 2020 2021 2020
$ $ $ $
Revenue 1,081 301 1,426 480
Operating loss (3,738) (129) (5,149) (531)
Net loss (3,100) (155) (4,477) (568)
Basic & diluted loss per common share (0.04) (0.03) (0.06) (0.03)
Total current assets 9,440 858 9,440 858
Total non-current assets 157 108 157 108
Total current liabilities 4,378 4,340 4,378 4,340
Total non-current liabilities 74 27 74 27
Total shareholders’ deficiency 5,165 (3,400) 5,165 (3,400)

Results of Operations

The Company recorded a net loss of $4,477 for the 6 months ended June 30, 2021 compared to a net loss of

$568 for the 6 months ended June 30, 2020.

The table below provides a more detailed break-down of the Company’s financial results for the 6 months

ended June 30, 2021 compared to the 6 months ended June 30, 2020:
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) ) For the 3 months| For the 3 months |[For the 6 months| For the 6 months
(expressed in Canadian dollars) ended, June 30, ended, June 30,| ended, June 30, ended, June 30,
(unaudited) (unaudited) (unaudited) (unaudited)
2021 2020 2021 2020
$ $
Revenue 1,080,514 302,873 1,426,248 479,920
Cost of'sales 847,839 162,187 1,192,854 285,728
232,675 140,686 233,394 194,192
Operating Expenses
Salaries and wages 250,357 59,357 974,660 279,334
Advertising and marketing 1,208,111 114,134 1,411,438 187,486,
General and administrative 97,427 51,866 139,950 133,159
Depreciation 20,254 40,547 38,886 78,798
Professional fees 2,343,164 9,351 2,814,991 13,121
Product development 750 2,021 2,785 32,950
Total operating expenses 3,920,063 277,276 5,382,710 724,848
Loss before other income (expenses) (3,687,388) (136,590) (5,149,316) (530,656)|
Other Income (Loss) and (expenses):
Foreign exchange (loss) gain 40,171 (1,707) 86,372 (22,273)
Interest expense (13,996) (9,692) (20,358) (17,272)
Bank charges & interest (5,902) (3,043) (15,365) (10,800)
Other Income 617,905 13,344 621,093 13,386
Net Loss (3,049,210) (137,688) 4,477,574) (567,615)|
Sales mix

Forthe 3 Forthe 3 Forthe 3 Forthe 3

months ended months months months

March 31, ended March ended June ended June

31, 30, 30,

2021 2020 2021 2020
Brand Gross Sales %age| Gross Sales| %age|] Gross Sales %age| Gross Sales| %age
Rejuvenate $ 310,135 89.7%| $ 1757531 99.3%| $ 1,361,166 95.4%| $§ 364,879 76.0%
JAKTRX 60,136 17.4% 72,088 40.7% 104,757 7.3% 127,108]  26.5%
BOOMER 1,072 0.3% 5,984 3.4% 1,216 0.1% 15,469 3.2%
Sub-total $ 371,343] 107.4%| $ 253,825] 143.4%] $ 1,467,139] 102.9%| $ 507,456] 105.7%
E:tflsg feer:zrzzcouiltlswames’ 25609 7.4% 76778|  43.4% 40801 2.9% 27536 5.7%
Total $  345734| 100.0%| $ 177,047| 100.0%| $ 1,426,248 100.0%| $ 479,920| 100.0%
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Analysis of the Results of Operation for the 6 months ended June 30, 2021 and June 30, 2020

(expressed in thousands of Canadian dollars)

The Company generated an increase of $948 in its Rejuvenate ready to drink plant-based product and
powdered mix product during Q2 2021. The increase over the same period last year is mainly a result of new
listings at three large retailers and increased sales through existing retail channels and e-commerce site.

Operating Expenses

Operating expenses of $5,383, for the 6 months ended June 30, 2021, increased by $4,658 from the previous
period. The major drivers of the increase are the following.

Salaries & wages of $975 (for the 6 months ended June 30, 2020, $279). The increase of $696 was
largely attributed to the issuance of warrants and options to key personnel and onboarding of new
staff.

Advertising & marketing of $1,411 (for the 6 months ended June 30, 2020, $187) relates to costs
associated with new product launch campaigns. The increase of $1,224 from the previous year was
impacted by the Company’s decision to support the launch campaign of the Rejuvenate Plant based
product.

Professional fees, $2,815 (for the 6 months ended June 30, 2020, $13). The increase of $2,802 was
directly related to the increased audit and legal fees in the amount of $1,172 associated with the
Prospectus filing and RTO and an amount for investor relations in the amount of $1,215.

Other income, $621, (for the 6 months ended June 30, 2020, $13). The increase of $608 is a result
of the reversal of legal fees accrued in prior period and the income received from a Hammock
pharmaceutical contract payment due to the Company.

Summary of Quarterly Results

The following table sets out selected unaudited financial data in respect of the last 8 (eight) quarters of the
Company. The Company’s business is not subject to material seasonal variations.

Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

2019 2019 2020 2020 2020 2020 2021 2021

$ $ $ $ $ $ $ $

(note 1) (note 2) | (note 3) (note 4) (note 5)

Revenue 714 331 177 303 182 318 346 1,080
Net Loss (108) (649) (430) (138) (4,608) (2,529) (1,428) (3,049)

Notes to Quarterly Results

(expressed in thousands of Canadian dollars)

(1) Q4 2019 included significant costs that reflected the Net Loss of $649 such as salaries and wages of
$209, sales & marketing of $215, and general & administrative of $135.
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(2) Q3 2020 included operating costs which were significant such as impairment of intangible asset,
business acquisition of Hammock and the RTO Transaction with PJ1 Capital.

(3) Q4 2020 included additional legal and audit fees associated with the filing of the Prospectus, listing
fees for the new distributors and TV media costs to support the Rejuvenate organic plant based
beverage.

(4) Q12021 included warrants and options, additional legal and audit fees associated with the filing of the
Prospectus, TV media costs to support the Rejuvenate organic plant based beverage.

(5) Q2 2021 included significant costs, such as $1,215 investor relations associated with the issuance of
common shares during the quarter, $250 for increased wages, $1,208 for advertising, $1,128 for
professional fees offset by revenue of $734 for the quarter and other income of $618 related to
Hammock.

Liquidity and Capital Resources

The Company’s approach to managing its liquidity is to ensure that it has sufficient resources to meet its
liabilities as they come due and have sufficient working capital to fund operations forthe ensuing fiscal year.
As of the date of this MD&A, the Company’s financing of operations has been achieved from product sales
and by equity financing. The Company anticipates that it will require additional funds from its operations and
either equity or debt financing to support its operations.

(a)
Going Concern

The Interim Financial Statements have been prepared on the basis of accounting principles applicable to a
going concern which assumes the Company will be able to continue in operation for the foreseeable future
and will be able to realize its assets and discharge its liabilities in the normal course of operations.

The Company has a working capital surplus of $5,061,581 and a shareholders’ equity of $5,164,755 as at
June 30, 2021, (as at June 30, 2020, deficiency of $3,481,859 and $3,400,284, respectively). In addition, the
Company has experienced negative cash outflows from operations in 2021 and 2020. While the Company
has experienced an increase in sales from the same period in 2021 vs 2020 and has increased the number of
locations in which its products are sold, the Company is dependent on additional sources of liquidity to
finance continued growth and operations.

The Interim Financial Statements do not reflect adjustments that would be necessary if the going concern
assumption was not appropriate. If the going concern assumption was not appropriate for the Interim
Financial Statements, adjustments would be necessary to the balance sheet of financial position and
classifications used.

Cash Flows

The change in the Company’s use of cash in the period ended June 30, 2021 compared to the 3 month period
ended June 30, 2020 for operating activities, investing activities and financing activities are reflected in the
following table:

As at and for | As at and for Aff)ra‘tlr?eng ?Osriil:ng
(unaudited) the 3 months | the 3 months
(expressed in thousands of Canadian dollars) ended, ended, months months
March 31 March 31 ended, June | ended, June
30 30
2021 2020 2021 2020
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$ $ $ $
Cash used in operating activities (1,135) (307) (5,186) (385)
Cash used in investing activities (14) (34) (31) -
Cash provided by financing activities 1,293 240 10,998 285
Net increase/(decrease) in cash and cash equivalents 143 (101) 5,781 (100)

Working Capital (expressed in thousands of dollars)

Working capital represents the Company’s current assets less its current liabilities. As at June 30, 2021, the
Company had net working capital surplus of $5,061,581 an increase of $8,543,440 from June 30, 2020.
Working capital included cash, accounts receivable, prepaid expenses, inventories, bank demand loan,
accounts payable and accrued liabilities, current portion of notes payable, current portion of government
loans, working capital loan, current portion of lease obligation, other financial liabilities and loans provided
by the principal shareholder. The Company anticipates receiving cash proceeds from future revenue and
public offerings.

The ability of the Company to arrange additional financing in the future will depend, in part, on the prevailing
capital market conditions. Any quoted market for the Company’s shares may be subject to market trends
generally, notwithstanding any potential success of the Company in creating new revenues, cash flows, or
earnings.

As of the date of this MD&A, the Company has not yet achieved profitable operations, and as at June 30,
2021 has an accumulated deficit of $18,454,195. Whether, and when, the Company can attain profitability
and positive cash flows from its operations remains uncertain. While the Company has been successful in
obtaining financing to date, there can be no assurance that it will be able to do so in the future on terms
favorable to the Company.

Critical Accounting Estimates

The Company’s financial statements are impacted by the significant accounting policies used, and the
estimates and assumptions made, by management during their preparation. The Company’s accounting
policies are described in Note 2 to the Interim Financial Statements for the 6 months ended June 30, 2021.

Off-Balance Sheet Financing

The Company has not entered into any material off-balance sheet arrangements such as guarantee contracts,
contingent interests in assets transferred to unconsolidated entities, derivative financial obligations, or with
respect to any obligations under a variable interest equity arrangement.

Transactions with Related Parties

Related party transactions are in the normal course of operations and measured at the exchange amount,
which is the amount of consideration established and agreed by the related parties. Amounts due to or from
related parties are non-interest bearing and unsecured. Repayment terms, if any, are determined at the time of
the advance.

Key Management Compensation

The Company’s key management personnel, and persons connected with them, are also considered to be
related parties for disclosure purposes. Key management personnel are defined as those individuals having
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authority and responsibility for planning, directing, and controlling the activities of the Company and include
the Company’s CEO. The Company recorded $125,000 for the 6 months ended June 30, 2021 (for the 6
months ended June 30, 2020, $50,000) related to key management personnel salaries and benefits.

Financial Risk Management

The Company's activities expose it to a variety of financial risks that arise as a result of its activities, including
credit risk, liquidity risk and market risk.

This note presents information about the Company's exposure to each of the above risks, the Company's
objectives, policies, and processes for measuring and managing risk, and the Company's management of
capital. Further quantitative disclosures are included throughout the Interim Financial Statements.

The Board of Directors oversees management's establishment and execution of the Company's risk
management framework. Management has implemented and monitors compliance with risk management
policies. The Company's risk management policies are established to identify and analyze the risks faced by
the Company, to set appropriate risk limits and controls, and to monitor risks and adherence to market
conditions and the Company's activities.

Credit risk

Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to meet
its contractual obligations. The Company’s customers are subject to an internal credit review, together with
ongoing monitoring of the amount and age of balances in order to minimize the risk of non-payment. The
carrying amount of accounts receivable reflects the maximum credit exposure and management’s assessment
of the credit risk.

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial liabilities that are
settled in cash or other financial assets. The Company’s approach to managing liquidity risk is to ensure, as
far as possible, that it will have sufficient liquidity to meet its liabilities as they come due. The continued
operation of the Company is dependent upon the Company’s ability to secure equity financing to meet its
existing obligations and finance operations. Accounts payable and accrued liabilities are subject to normal
trade terms.

Market risk

Market risk is the risk that changes in market prices, such as equity prices, foreign exchange rates and interest
rates will affect the Company’s income or the value of its financial instruments.

Currency risk

Currency risk arises from financial instruments and sales and purchases that are denominated in a currency
other than the Canadian dollar, the Company’s functional currency. The Company operates in Canada and
the United States and the Company incurs the majority of its operating expenses in Canadian dollars. In the
future, the proportion of international sales is expected to increase. Any fluctuation in the exchange rates of
foreign currencies may negatively impact the Company's business, financial condition, and results of
operations. The Company manages risk to foreign currency exposure by monitoring financial assets and
liabilities denominated in US dollars and exchange rates on an ongoing basis. The Company has not engaged
in foreign currency hedging.

56589745.2



ELEMENT NUTRITIONAL SCIENCES INC.
Management’s Discussion and Analysis
For the Six Months Ended June 30, 2021

Disclosure of Outstanding Share Data

The Company had 95,784,996 common shares issued and outstanding as of June 30, 2021 and 95,784,996
common shares issued and outstanding as of August 16, 2021.

As of the date hereof, the Company has 33,864,380 warrants outstanding as follows:

Issue date Exercise Number of

price warrants

August 10, 2020 $0.15 521,600
January 18, 20210 $0.25 24,000,000
February 1, 2021 $0.25 231,440
March 15,2021 $0.25 155,520
May 13, 2021 $0.25 2,500,000
May 14, 2021 $0.25 1,705,440
June 18, 2021 $1.00 4,167,000
June 18, 2021 $0.60 583,380
Total 33,864,380

Notes:
1. Performance warrants, issued but not yet exercisable

As of the date hereof, the Company has 8,200,000 options outstanding, subject to certain vesting conditions,
as follows:

Grant date Exercise Number of

price options

December 22, 2020 $0.25 300,000
January 18, 2021 $0.25 1,300,000
March 10, 2021 $0.25 3,400,000
July 5, 2021 $0.81 1,700,000
August 19, 2021 $0.70 1,500,000
Total 8,200,000

Additional Information

Additional information relating to the Company is available under the Company’s profile on SEDAR at
www.sedar.com.
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