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Independent Auditor's Report

To the Shareholders of Defence Therapeutics Inc.

Opinion

We have audited the financial statements of Defence Therapeutics Inc. (the "Company"), which comprise the
statements of financial position as at June 30, 2024 and June 30, 2023 and the statements of comprehensive
loss, changes in equity (deficiency) and cash flows for the years then ended, and notes to the financial
statements, including a summary of material accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Company as at June 30, 2024 and June 30, 2023, and its financial performance and its cash flows for the
years then ended in accordance with IFRS Accounting Standards as issued by the International Accounting
Standards Board.

Basis for Opinion

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

Material Uncertainty Related to Going Concern

We draw attention to Note 2 to the financial statements which describes the material uncertainty that may cast
significant doubt on the Company's ability to continue as a going concern. Our opinion is not modified in respect
of this matter. 

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.   Other than the matter described in the Material Uncertainty Related to Going Concern section, we
have determined there are no key audit matters to be communicated in our report.

Other Information

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

• Management's Discussion and Analysis

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

In connection with our audit of the financial statements, our responsibility is to read the other information identified



above and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated. 

We obtained the other information prior to the date of this auditor's report.  If, based on the work we have
performed on this other information, we conclude that there is a material misstatement of this other information,
we are required to report that fact in this auditor's report.  We have nothing to report in this regard.

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with IFRS Accounting Standards as issued by the International Accounting Standards Board, and for such internal
control as management determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue
as a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

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

Auditor's Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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



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

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

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

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication. 

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

Chartered Professional Accountants
Vancouver, Canada
September 20, 2024
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Defence Therapeutics Inc. 
Statements of Financial Position 
June 30, 
(Expressed in Canadian Dollars) 
 

 2024 2023 
    
Assets     
     Current     

Cash $ 56,547 $ 2,792,931 
Receivables (note 10)  96,523  149,605 
Prepaids  61,082  492,175 

       214,152  3,434,711 
     Non-current     

Equipment (note 7)  230,293  59,222 
Right-of-use asset (note 7)  33,302  - 
Intangible assets  -  38,776 

       263,595  97,998 
      $ 477,747 $ 3,532,709 
     Liabilities     
     Current     

Accounts payable and accrued liabilities (note 10) $ 2,315,527 $ 220,473 
Convertible debentures – current portion (note 8)  1,660,270  - 
Lease obligation – current portion  27,965  - 
Loan payable (notes 9 and 10)  50,342  - 

       4,054,104  220,473 
     Non-current     

Lease obligation – non-current portion  7,871  - 
Convertible debentures – non-current portion (note 8)  -  1,746,069 
       7,871  1,746,069 

       4,061,975  1,966,542 
     Shareholders’ Equity (Deficiency)     

     Share Capital (note 11)  19,242,375  16,951,207 
Share-based Payments Reserve (note 11)  6,877,146  1,387,080 
Equity Component of Convertible Debentures (note 8)  104,340  135,058 
Deficit  (29,808,089)  (16,907,178) 
       (3,584,228)  1,566,167 
      $ 477,747 $ 3,532,709 

 

Going Concern (note 2) 
Commitments (note 14) 
Subsequent Events (note 17) 
 

Approved on behalf of the Board of Directors: 
 

    “Sébastien Plouffe”       "Raimar Löbenberg” 
……………………………… Director          ……………………………… Director 
      Sébastien Plouffe         Raimar Löbenberg 
 
The accompanying notes are an integral part of these financial statements.  
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Defence Therapeutics Inc. 
Statements of Comprehensive Loss 
For the Years Ended June 30, 
(Expressed in Canadian Dollars) 
 

   2024 2023 

         

Expenses         

Accounting and legal     $ 262,688 $ 108,650 
Consulting fees (note 10)      443,962  240,431 
Depreciation of equipment and right-of-use asset (note 7)      52,148  6,581 

Depreciation of intangible assets      38,776  7,242 
Foreign exchange loss (gain)      (4,803)  66,299 
Interest accretion (notes 8 and 9)      397,854  262,933 
Investor relations and shareholder communication      1,710,061  1,962,702 
Management fees (note 10)      357,000  192,000 
Office and general      183,981  100,309 

Research and lab fees (notes 10 and 12)      3,861,452  3,581,365 
Share-based compensation (notes 10 and 11)      5,836,658  295,178 
Transfer agent and filings fees      75,154  50,902 

         
      (13,214,931)  (6,874,592) 

Other Item         

Interest income      21,886  6,809 

         
Loss Before Income Taxes      (13,193,045)  (6,867,783) 
Deferred Tax Recovery (note 16)      -  105,000 

         
Net Loss and Comprehensive Loss for the Year     $ (13,193,045) $ (6,762,783) 

         
Basic and Diluted Loss Per Share      $ (0.30) $ (0.17) 

         
Weighted Average Number of Common Shares 
Outstanding – Basic and Diluted      44,632,421  39,660,282 

         
 
 
The accompanying notes are an integral part of these financial statements. 
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Defence Therapeutics Inc. 
Statements of Changes in Equity (Deficiency) 
(Expressed in Canadian Dollars) 
 

 Share Capital      

 

Number of 
Common 

Shares Share Capital 

Share-based 
Payments 
Reserve 

Equity 
Component of 

Convertible 
Debentures Deficit Total 

           
Balance, June 30, 2022 36,633,174 $ 9,333,954 $ 794,153 $ - $ (10,515,665) $ (387,558) 

Shares issued on exercise of warrants 6,947,500  8,148,650  -  -  -  8,148,650 
Share issuance costs -  (1,007,441)  617,291  -  -  (390,150) 
Fair value transferred on exercise of warrants -  168,580  (168,580)  -  -  - 
Shares issued on exercise of stock options 50,000  100,000  -  -  -  100,000 
Fair value transferred on exercise of stock options -  4,139  (4,139)  -  -  - 
Fair value transferred on expiry of stock options -  -  (371,270)  -  371,270  - 
Share-based compensation -  -  295,178  -  -  295,178 
Issuance of convertible debentures, net of tax -  -  224,447  156,510  -  380,957 
Conversion of convertible debentures 150,000  203,325  -  (21,452)  -  181,873 
Net loss and comprehensive loss for the year -  -  -  -  (6,762,783)  (6,762,783) 

           
Balance, June 30, 2023 43,780,674  16,951,207  1,387,080  135,058  (16,907,178)  1,566,167 

Shares issued for private placements 967,000  1,450,500  -  -  -  1,450,500 
Share issuance costs -  (175,790)  51,183  -  -  (124,607) 
Shares issued on exercise of warrants 100,000  15,000  -  -  -  15,000 
Shares issued on exercise of stock options 339,000  423,750  -  -  -  423,750 
Fair value transferred on exercise of warrants -  9,229  (9,229)  -  -  - 
Fair value transferred on exercise of stock options -  96,412  (96,412)  -  -  - 
Fair value transferred on expiry of stock options -  -  (292,134)  -  292,134  - 
Share-based compensation -  -  5,836,658  -  -  5,836,658 
Conversion of convertible debentures 349,999  472,067  -  (30,718)  -  441,349 
Net loss and comprehensive loss for the year -  -  -  -  (13,193,045)  (13,193,045) 

           
Balance, June 30, 2024 45,536,673 $ 19,242,375 $ 6,877,146 $ 104,340 $ (29,808,089) $ (3,584,228) 

 
The accompanying notes are an integral part of these financial statements. 
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Defence Therapeutics Inc. 
Statements of Cash Flows 
For the Years Ended June 30, 
(Expressed in Canadian Dollars) 
 

 2024 2023 
   
Operating Activities     

Net loss for the year $ (13,193,045) $ (6,762,783) 

Items not involving cash     

 Deferred tax recovery  -  (105,000) 

 Depreciation of equipment and right-of-use asset  52,148  6,581 

 Depreciation of intangible assets  38,776  7,242 

 Interest accretion  397,854  262,933 

 Share-based compensation  5,836,658  295,178 

Changes in non-cash working capital     

 Receivables  53,082  (121,849) 

 Prepaids  431,093  (352,979) 

 Accounts payable and accrued liabilities  2,095,054  (886,751) 
     
Cash Used in Operating Activities  (4,288,380)  (7,657,428) 
     
Investing Activity     

Purchase of equipment   (203,239)  (65,803) 
     Cash Used in Investing Activity  (203,239)  (65,803) 
     
Financing Activities     

Shares issued for cash  1,889,250  8,248,650 

Share issuance costs   (124,607)  (390,150) 

Proceeds from convertible debenture issuance  -  2,355,000 

Transaction costs  -  (197,788) 

Proceeds from loan payable  50,000  - 

Repayments of convertible debentures interest  (36,140)  (6,246) 

Repayment of lease obligation  (23,268)  - 
     
Cash Provided by Financing Activities  1,755,235  10,009,466 
     
Inflow (Outflow) of Cash  (2,736,384)  2,286,235 

Cash, Beginning of Year  2,792,931  506,696 
     Cash, End of Year $ 56,547 $ 2,792,931 
          
Supplemental Disclosures with Respect to Cash Flows (note 15) 

     
 
 
The accompanying notes are an integral part of these financial statements. 



Defence Therapeutics Inc. 
Notes to the Financial Statements  
For the Years Ended June 30, 2024 and 2023 
(Expressed in Canadian Dollars) 
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1. NATURE OF OPERATIONS  
 

Defence Therapeutics Inc. (the “Company”) was incorporated as Accum Therapeutics Inc. on July 18, 2017, 
under the laws of the province of Québec. The Company changed its name to Defence Therapeutics Inc. on 
March 26, 2020 and was continued into British Columbia on July 10, 2020. Its principal business activity is 
the development of a biological drug enhancer platform that improves the efficacy and safety of a multitude 
of biological-/biosimilar-based pharmaceuticals used in the treatment of cancer and infectious diseases. The 
Company’s head office address and registered and records office is 1680 – 200 Burrard Street, Vancouver, 
British Columbia, Canada, V6C 3L6. 
 
On April 30, 2021, the Company became a reporting issuer, and on May 7, 2021, the Company’s Common 
Shares were listed on the Canadian Securities Exchange and began trading under the symbol “DTC”.  
 

2. GOING CONCERN 
 
These financial statements have been prepared on the basis of accounting principles applicable to a going 
concern, which assumes that the Company will 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’s ability to continue its operations and to realize assets at their carrying value is dependent upon 
its ability to generate positive cash flows and/or obtain additional financing sufficient to fund its development 
and operating costs. The Company may be able to generate working capital to fund its operations by raising 
additional capital through equity markets. However, there is no assurance it will be able to raise funds in the 
future. Based on its current plans, budgeted expenditures and cash requirements, the Company does not have 
sufficient cash to finance its current plans for at least twelve months from the date the financial statements are 
issued. These material uncertainties may cast significant doubt upon the Company’s ability to continue as a 
going concern. These financial statements do not give effect to any adjustments required to realize its assets 
and discharge its liabilities in other than the normal course of business and at amounts different from those 
reflected in the accompanying financial statements.  
 
If the going concern assumption were not appropriate for these financial statements, then adjustments may be 
necessary in the carrying values of assets and liabilities, the reported expenses and the statement of financial 
position classifications used. Such adjustments could be material.  
 
The Company’s business may be affected by changes in political and market conditions, such as interest rates, 
availability of credit, inflation rates, changes in laws, and national and international circumstances. Recent 
geopolitical events and potential economic global challenges, such as the risk of higher inflation and the 
energy crises, may create further uncertainty and risk with respect to the prospects of the Company’s business. 
 

3. BASIS OF PREPARATION 
 

a) Statement of compliance 
 
These financial statements of the Company have been prepared in accordance with IFRS Accounting 
Standards (“IFRS”), as issued by the International Accounting Standards Board (“IASB”).  
 
These financial statements were reviewed by the Audit Committee and approved and authorized for issue 
by the Board of Directors on September 20, 2024. 
 



Defence Therapeutics Inc. 
Notes to the Financial Statements  
For the Years Ended June 30, 2024 and 2023 
(Expressed in Canadian Dollars) 
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3. BASIS OF PREPARATION (Continued) 
 

b) Basis of measurement 
 
These financial statements have been prepared under the historical cost basis, except for certain financial 
instruments that are measured at fair value, as explained in the material accounting policies (note 4). 
These financial statements have been prepared under the accrual basis of accounting, except for cash flow 
information. 
 

4. MATERIAL ACCOUNTING POLICIES 
 
The accounting policies have been applied consistently throughout by the Company for purposes of these 
financial statements.  
 
a) Impairment of non-financial assets  

 
Impairment tests on intangible assets with indefinite useful economic lives are undertaken annually. Other 
non-financial assets are subject to impairment tests whenever events or changes in circumstances indicate 
that their carrying amount may not be recoverable, and at least annually. Where the carrying value of an 
asset exceeds its recoverable amount, which is the higher of value in use and fair value less costs to sell, 
the asset is written down accordingly. 
 
Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is 
carried out on the asset's cash-generating unit, which is the lowest group of assets in which the asset 
belongs for which there are separately identifiable cash inflows that are largely independent of the cash 
inflows from other assets. The Company has one cash-generating unit for which impairment testing is 
performed.  
 
An impairment loss is charged to profit or loss, except to the extent they reverse gains previously 
recognized in accumulated other comprehensive income/loss.  
 

b) Financial instruments  
 
Cash is classified as at fair value through profit or loss (“FVTPL”), initially and subsequently measured 
at fair value. Accounts payable and accrued liabilities, lease obligation, loan payable and convertible 
debentures are classified as at amortized cost, initially measured at fair value and subsequently measured 
at amortized cost using the effective interest method. 
 
Fair value hierarchy  
 
Fair value measurements of financial instruments are required to be classified using a fair value hierarchy 
that reflects the significance of inputs used in making the measurements. The levels of the fair value 
hierarchy are defined as follows:  
 

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities.  
Level 2: Inputs other than quoted prices included within Level 1 that are observable for the 

asset or liability, either directly or indirectly.  
Level 3: Inputs for assets or liabilities that are not based on observable market data. 
  

 
 



Defence Therapeutics Inc. 
Notes to the Financial Statements  
For the Years Ended June 30, 2024 and 2023 
(Expressed in Canadian Dollars) 
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4. MATERIAL ACCOUNTING POLICIES (Continued) 
 

c) Income taxes 
 
Income tax expense consisting of current and deferred tax expense is recognized in the statement of 
comprehensive income/loss. Current tax expense is the expected tax payable on the taxable income for 
the year, using tax rates enacted or substantively enacted at year-end, adjusted for amendments to tax 
payable with regard to previous years. 
 
Deferred tax assets and liabilities and the related deferred income tax expense or recovery are recognized 
for deferred tax consequences attributable to differences between the financial statement carrying 
amounts of existing assets and liabilities and their respective tax basis. Deferred tax assets and liabilities 
are measured using the enacted or substantively enacted tax rates expected to apply when the asset is 
realized, or the liability settled. The effect on deferred tax assets and liabilities of a change in tax rates is 
recognized in profit or loss in the period that substantive enactment occurs. 
 
A deferred tax asset is recognized to the extent that it is probable that future taxable income will be 
available against which the asset can be utilized. To the extent that the Company does not consider it 
probable that a deferred tax asset will be recovered, the deferred tax asset is reduced. Deferred tax assets 
and liabilities are offset when there is a legally enforceable right to set off current tax assets against current 
tax liabilities and when they relate to income taxes levied by the same taxation authority and the Company 
intends to settle its current tax assets and liabilities on a net basis. 
 

d) Share capital 
 
Equity instruments are contracts that give a residual interest in the net assets of the Company. Financial 
instruments issued by the Company are classified as equity only to the extent that they do not meet the 
definition of a financial liability or financial asset. The Company’s common shares, stock options and 
share purchase warrants are classified as equity instruments. 
 
Incremental costs directly attributable to the issue of new shares or options are shown in equity as a 
deduction, net of tax, from the proceeds.  
 
The Company has adopted the residual method with respect to the measurement of shares and warrants 
issued as private placement units. Under this method, the proceeds are allocated first to share capital based 
on the fair value of the common shares at the time the units are priced, and any residual value is allocated 
to the warrants reserve. 
 
The fair value of the common shares is based on the closing quoted bid price on the announcement date. 
The fair value attributed to the warrants is recorded in equity reserves. Upon expiry, the fair value is 
transferred to deficit. On modification of warrants, the Company does not recognize a re-measurement 
adjustment within equity. 
 

e) Research and development 
 
Expenditures on research activities, undertaken with the prospect of gaining new or technical knowledge 
and understanding, are recognized in profit or loss as incurred. 
 
 
 
 
 



Defence Therapeutics Inc. 
Notes to the Financial Statements  
For the Years Ended June 30, 2024 and 2023 
(Expressed in Canadian Dollars) 
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4. MATERIAL ACCOUNTING POLICIES (Continued) 
 

e) Research and development (continued)  
 
Development activities involve a plan or design for the production of new or substantially improved 
products and processes. Development expenditures are capitalized only if development costs can be 
measured reliably, the product or process is technically and commercially feasible, future economic 
benefits are probable, and the Company intends to and has sufficient resources to complete development 
and has the ability to use or sell the asset. The expenditures capitalized include the costs of materials, 
direct labour, overhead costs that are directly attributable to preparing the asset for its intended use and 
borrowing costs on qualifying assets. Other development expenditures are recognized in profit or loss as 
incurred.  
 

f) Share-based payments 
 
The Company grants share options to acquire Common Shares of the Company to directors, officers, 
employees and consultants. The fair value of share-based payments to employees is measured at grant 
date, using the Black-Scholes option pricing model, and is recognized over the vesting period for 
employees using the graded method. Fair value of share-based payments for non-employees is recognized 
and measured at the date the goods or services are received based on the fair value of the goods or services 
received. If it is determined that the fair value of goods and services received cannot be reliably measured, 
the share-based payment is measured at the fair value of the equity instruments issued using the Black 
Scholes option pricing model. 
 
For both employees and non-employees, the fair value of share-based payments is recognized as an 
expense with a corresponding increase in share-based payments reserve. The amount recognized as 
expense is adjusted to reflect the number of share options expected to vest. Consideration received on the 
exercise of stock options is recorded in share capital and the related share-based payment in share-based 
payments reserve is transferred to share capital. The amount recorded in reserves for unexercised share 
options are transferred to deficit upon their expiry or cancellation. 
 

g) Earnings (loss) per share  
 
The Company presents basic earnings (loss) per share data for its Common Shares, calculated by dividing 
the income (loss) attributable to common shareholders of the Company by the weighted average number 
of shares outstanding during the period. The Company uses the treasury stock method for calculating 
diluted earnings (loss) per share. Under this method the dilutive effect on earnings per share is calculated 
on the use of the proceeds that could be obtained upon exercise of options, warrants and similar 
instruments. It assumes that the proceeds of such exercise would be used to purchase common shares at 
the average market price during the period. However, the calculation of diluted loss per share excludes 
the effects of various conversions and exercise of options and warrants that would be anti-dilutive. 
 

h) Foreign exchange 
 
The functional currency of the Company is the Canadian dollar. Transactions in currencies other than the 
functional currency are recorded at the exchange rates prevailing on the dates of the transactions. At each 
reporting date, monetary assets and liabilities denominated in foreign currencies are translated at the rates 
prevailing at the reporting date. Non-monetary items are measured at historical cost in a functional 
currency and are not retranslated.  
 
 
 



Defence Therapeutics Inc. 
Notes to the Financial Statements  
For the Years Ended June 30, 2024 and 2023 
(Expressed in Canadian Dollars) 
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4.  MATERIAL ACCOUNTING POLICIES (Continued) 
 

i) Convertible debt 
 
Convertible debentures are financial instruments that are accounted for separately depending on the nature 
of their components: a financial liability and an equity instrument. The identification of such components 
embedded within a convertible debenture requires significant judgment given that it is based on the 
interpretation of the substance of the contractual arrangement. Where the conversion option meets the 
“fixed for fixed” criterion, the financial liability is initially measured at its fair value and subsequently 
measured at amortized cost. The residual amount is accounted for as an equity instrument at issuance.  
 

j) Equipment 
 
Equipment is stated at cost less accumulated depreciation and impairment losses. The residual value, 
useful life and depreciation method are evaluated every reporting period, and changes to the residual 
value, estimated useful life or depreciation method resulting from such review are accounted for 
prospectively. Depreciation is provided for using the declining-balance method at the following rate per 
annum: 
 

Lab equipment 20% 
 

k) Investment tax credits 
 
Investment tax credits under the Canadian government Scientific Research and Experimental 
Development (“SR&ED”) program are recorded using the cost reduction approach based on International 
Accounting Standard (“IAS”) 20 Accounting for Government Grants and Disclosure of Government 
Assistance. Investment tax credits related to current research and development expenses are included in 
the statement of comprehensive income/loss as a reduction of expenses. Investment tax credits arising on 
qualified expenditures are recognized when there is reasonable assurance that the credits will be realized. 
The investment tax credits are subject to audits by the Canada Revenue Agency and Revenu Québec and 
the actual amount may change depending on the outcome of such audits. 
 

l) New accounting standards adopted 
 
Disclosure of accounting policies (amendments to IAS 1 Presentation of Financial Statements and IFRS 
Practice Statement 2 Making Materiality Judgments) 
 
These amendments continue the IASB’s clarifications on applying the concept of materiality. These 
amendments help companies provide useful accounting policy disclosures, and they include: requiring 
companies to disclose their material accounting policies instead of their significant accounting policies; 
clarifying that accounting policies related to immaterial transactions, other events or conditions are 
themselves immaterial and do not need to be disclosed; and clarifying that not all accounting policies that 
relate to material transactions, other events or conditions are themselves material. The IASB also amended 
IFRS Practice Statement 2 to include guidance and examples on applying materiality to accounting policy 
disclosures. 
 
These amendments were adopted for the reporting period beginning July 1, 2023. These amendments 
reduced the disclosure of accounting policies for the Company. 
 
 
 
 



Defence Therapeutics Inc. 
Notes to the Financial Statements  
For the Years Ended June 30, 2024 and 2023 
(Expressed in Canadian Dollars) 
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4.  MATERIAL ACCOUNTING POLICIES (Continued) 
 

l) New accounting standards adopted (continued)  
 

 Definition of Accounting Estimates (Amendments to IAS 8 Accounting Policies, Changes in Accounting 
 Estimates and Errors) 
 

These amendments clarify how companies distinguish changes in accounting policies from changes in 
accounting estimates, with a primary focus on the definition of and clarifications on accounting estimates. 
The distinction between the two is important because changes in accounting policies are applied 
retrospectively, whereas changes in accounting estimates are applied prospectively.  Further, the 
amendments clarify that accounting estimates are monetary amounts in the financial statements subject 
to measurement uncertainty. The amendments also clarify the relationship between accounting policies 
and accounting estimates by specifying that a company develops an accounting estimate to achieve the 
objective set out by an accounting policy.  

 
These amendments to IAS 8 were adopted for the reporting period beginning on July 1, 2023. There was 
no impact for the Company. 
 
Deferred tax related to assets and liabilities arising from a single transaction (amendments to IAS 12 
Income Taxes) 
 
These amendments clarify how companies account for deferred taxes on transactions such as leases and 
decommissioning obligations, with a focus on reducing diversity in practice. They narrow the scope of 
the initial recognition exemption so that it does not apply to transactions that give rise to equal and 
offsetting temporary differences. As a result, companies will need to recognize a deferred tax asset and a 
deferred tax liability for temporary differences arising on initial recognition of a lease and a 
decommissioning provision. 
 
These amendments to IAS 12 were adopted for the reporting period beginning on July 1, 2023. These 
amendments did not have any impact for the Company. 
 

m) Accounting standards issued but not yet effective 
 
Classification of liabilities as current or non-current (amendments to IAS 1) 
 
IAS 1 has been amended to promote consistency in applying the requirements by helping companies 
determine whether, in the statement of financial position, debt and other liabilities with an uncertain 
settlement date should be classified as current (due or potentially due to be settled within one year) or non-
current.  
 
These amendments to IAS 1 are effective for years beginning on or after January 1, 2024. These amendments 
are expected to have no impact for the Company. 
 
 
 
 
 
 
 
 
 



Defence Therapeutics Inc. 
Notes to the Financial Statements  
For the Years Ended June 30, 2024 and 2023 
(Expressed in Canadian Dollars) 
 

14 

4.  MATERIAL ACCOUNTING POLICIES (Continued) 
 

m) Accounting standards issued but not yet effective (continued)  
 
IFRS 18 Presentation and Disclosure in Financial Statements 
 
In April 2024, the IASB issued IFRS 18 Presentation and Disclosure in Financial Statements. This 
standard aims to improve the consistency and clarity of financial statement presentation and disclosures 
by providing updated guidance on the structure and content of financial statements. Key changes include 
enhanced requirements for the presentation of financial performance, financial position, and cash flows, 
as well as additional disclosures to improve transparency and comparability.  
 
IFRS 18 is effective for annual reporting periods beginning on or after January 1, 2027. The Company is 
currently assessing the impact that the adoption of IFRS 18 will have on its financial statements. 
 

5. CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS 
 
The Company makes estimates and assumptions about the future that affect the reported amounts of assets 
and liabilities. Estimates and judgments are continually evaluated based on historical experience and other 
factors, including expectations of future events that are believed to be reasonable under the circumstances. In 
the future, actual experience may differ from these estimates and assumptions.  
 
The effect of a change in an accounting estimate is recognized prospectively by including it in comprehensive 
income/loss in the year of the change if the change affects that year only, or in the year of the change and 
future years if the change affects both.  
 
Critical judgments in applying accounting policies  
 
Information about critical judgments in applying accounting policies that have the most significant risk of 
causing material adjustment to the carrying amounts of assets and liabilities recognized in the financial 
statements within the next fiscal year are discussed below. 
 
Going concern risk assessment 
 
The assessment of the Company’s ability to continue as a going concern requires significant judgment. The 
financial statements have been prepared on the basis of accounting principles applicable to a going concern, as 
disclosed in note 2. 
 
Key sources of estimation uncertainty 
 
Convertible debentures and lease obligation 
 
The debt component of the convertibles debenture and lease obligation are calculated using a discounted cash 
flow method, which requires management to make an estimate of an appropriate discount rate. Changes in the 
discount rate can materially affect the calculation of the debt component of the convertible debenture and the 
lease obligation. 
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6. FINANCIAL INSTRUMENTS 
 

Financial instruments are agreements between two parties that result in promises to pay or receive cash or 
equity instruments. The carrying values of accounts payable and accrued liabilities, lease obligation, loan 
payable and convertible debentures approximate their fair values due to their short term to maturity. 
 
The following table sets forth the Company’s financial asset measured at fair value by level within the fair 
value hierarchy: 
 

June 30, 2024 Level 1 Level 2 Level 3 Total 
     

Cash  $     56,547 $                 - $                  - $     56,547 
 

June 30, 2023 Level 1 Level 2 Level 3 Total 
     

Cash  $ 2,792,931 $                 - $                  - $ 2,792,931 
 
The Company has exposure to the following risks from its use of financial instruments: 
 

 Credit risk; 
 Liquidity risk; and 
 Market risk. 

 
a) Credit risk 

 
Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party 
by failing to discharge an obligation. The Company manages credit risk, in respect of cash, by placing it at 
major Canadian financial institutions. The Company has minimal credit risk. Of the $96,523 (2023 - 
$149,605) receivables balance, $96,416 (2023 - $72,037) is owing from the Canada Revenue Agency and 
Revenu Québec. 
 

b) Liquidity risk 
 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. 
The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always have 
sufficient liquid funds to meet its liabilities when due, under both normal and stressed conditions, without 
incurring unacceptable losses or risking damage to the Company’s reputation. The contractual financial 
liabilities of the Company as of June 30, 2024 equal $4,061,975 (2023 - $1,966,542). The face value of the 
convertible debenture is $1,821,426 and matures on November 16, 2024. All of the liabilities presented as 
accounts payable are due within 30 days of the reporting date.  
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6.  FINANCIAL INSTRUMENTS (Continued) 
 

c) Market risk 
 
Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates, will 
affect the Company’s income or the value of its holdings of financial instruments. The objective of market 
risk management is to manage and control market risk exposures within acceptable parameters, while 
optimizing the return on capital.  
 
i) Currency risk – The Company has minimal funds held in a foreign currency and holds a material 

amount of accounts payable and accrued liabilities in United States dollars. A fluctuation in the 
exchange rate between the Canadian and United States dollars of 10% would result in a $104,000 
change in the Company’s accounts payable and accrued liabilities. The Company does not use any 
techniques to mitigate currency risk. 
 

ii) Interest rate risk – Interest rate risk is the risk that future cash flows will fluctuate as a result of 
changes in market interest rates. Interest earned on cash is at nominal interest rates. The Company 
currently has no debt subject to variable interest rates. Accordingly, the Company does not consider 
interest rate risk to be significant. 

 
iii) Other price risk – Other price risk is the risk that the fair value or future cash flows of a financial 

instrument will fluctuate due to changes in market prices, other than those arising from interest rate 
risk. The Company is not exposed to significant other price risk. 

 
d) Capital management 

 
The Company considers its capital to be comprised of shareholders’ equity (deficiency). 
 
The Company manages the capital structure and makes adjustments to it in light of changes in economic 
conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, 
the Company may attempt to issue new shares. Although the Company has been successful at raising funds 
in the past through the issuance of share capital, it is uncertain whether it will continue this method of 
financing due to the current difficult market conditions. 
 
In order to facilitate the management of its capital requirements, the Company prepares expenditure budgets 
that are updated as necessary depending on various factors, including successful capital deployment and 
general industry conditions.  
 
Management reviews the capital structure on a regular basis to ensure that the above objectives are met. 
There have been no changes to the Company’s approach to capital management during the year ended 
June 30, 2024. The Company is not subject to externally imposed capital requirements. 
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7. EQUIPMENT AND RIGHT-OF-USE-ASSET 
 

 Equipment ROU Asset 
     
Cost     
Balance at June 30, 2022 $ - $ - 
Additions  65,803  - 
     
Balance at June 30, 2023  65,803  - 
Additions  203,239  53,282 
     
Balance at June 30, 2024 $ 269,042 $ 53,282 

     
Accumulated Depreciation     
Balance at June 30, 2022 $ - $ - 

Depreciation  6,581  - 
     
Balance at June 30, 2023  6,581  - 
Depreciation  32,168  19,980 
     
Balance at June 30, 2024 $ 38,749 $ 19,980 
     
Net Book Value, June 30, 2023 $ 59,222 $ - 
     
Net Book Value, June 30, 2024 $ 230,293 $ 33,302 

 
8. CONVERTIBLE DEBENTURES 
 

On November 16, 2022, the Company closed a non-brokered private placement of 2,355 convertible debenture 
units for gross proceeds of $2,355,000. Each debenture unit consists of: (i) $1,000 principal amount of 8% 
unsecured convertible debenture; and (ii) 636 common share purchase warrants. The debentures bear interest 
at 8% per annum, payable at maturity, and mature on November 16, 2024. The debentures are convertible at 
the option of the holder into Common Shares of the Company at a conversion price of $1.57 per Common 
Share.  
 
Each warrant is exercisable to acquire one Common Share at an exercise price of $2.50 until 
November 16, 2024. In connection with the offering, the Company paid a cash fee of $188,400 and issued 
120,000 finders’ warrants to a finder. Each finder’s warrant entitles the holder thereof to purchase one 
Common Share at an exercise price of $2.50 until November 16, 2024. The finders’ warrants had a fair value 
of $97,675 estimated using the Black-Scholes option pricing model with a volatility of 102%, risk-free interest 
rate of 3.84%, dividend rate of 0% and expected life of 2 years.  
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8.  CONVERTIBLE DEBENTURES (Continued) 
 
The debentures are compound instruments, and the proceeds are required to be bifurcated to record the fair 
value of the separate debt and equity components. The fair value of the debt was determined using a discounted 
cash flow model using an estimated market interest rate for equivalent debt of 18%. The initial fair value of 
the debt was calculated to be $1,911,015 with the residual portion of $443,985 allocated to both the equity 
component ($245,295) and the warrants ($198,690). Transaction costs totaled $295,463, of which $239,760 
were allocated to the liability component and offset the carrying value and are amortized using the effective 
interest method as finance costs over the expected life of the debentures. Transactions costs of $30,775 were 
charged to the equity component and $24,928 were charged to the warrant component. In addition, the 
resulting deferred tax amount of $105,000 has been charged to the equity component. 
 
On March 20, 2023, debentures with a principal amount of $235,500 were converted by the holder into 
150,000 Common Shares, with the debt having a value of $181,873 at the date of conversion. The Company 
repaid interest of $6,246 in relation to the conversions. 
 
During the year ended June 30, 2024, debentures with a principal amount of $549,499 were converted by the 
holder into 349,999 Common Shares, with the debt having a value of $441,349 at the date of conversion. The 
Company repaid interest of $36,140 in relation to the conversions. 
 
Convertible debenture transactions are summarized as follows: 

 

 
Year Ended 

June 30, 2024 
Year Ended 

June 30, 2023 
     
Opening balance $ 1,746,069 $ - 

Additions from principal amounts  -  2,355,000 
Equity component  -  (245,295) 
Warrant component  -  (198,690) 
Transaction costs  -  (239,760) 

Interest accretion  391,690  262,933 
Repayments of interests  (36,140)  (6,246) 
Conversion to shares  (441,349)  (181,873) 
     
 $ 1,660,270 $ 1,746,069 
     
Current portion $ 1,660,270 $ - 

Non-current portion $ - $ 1,746,069 
 
9. LOAN PAYABLE 

 
On June 5, 2024, the Company entered into a loan agreement with a relative of an officer and director. Under 
the terms of the agreement, the Company borrowed $50,000. The loan is unsecured and bears interest at 10% 
per annum payable on maturity. The maturity date of the loan is the earlier of December 5, 2024 and the day 
the Company closes a financing resulting in gross proceeds equal to or greater than $2,000,000. During the 
year ended June 30, 2024, the Company has accrued $342 (2023 - $nil) of interest, resulting in a balance of 
$50,342 as at June 30, 2024 (2023 - $nil).  
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10. RELATED PARTY TRANSACTIONS 
 
These amounts of key management compensation are included in the amounts shown on the statements of 
comprehensive loss: 

 

 
Year Ended  

June 30, 2024 
Year Ended  

June 30, 2023 
     
Consulting fees $ 102,000 $ 79,500 
Management fees  357,000  192,000 
Research and lab fees  285,096  120,192 

Share-based compensation  5,836,658  147,567 

 $ 6,580,754 $ 539,259 
 

During the year ended June 30, 2021, the Company entered into various consulting agreements that included 
key management (note 14). 
 
During the year ended June 30, 2024, the Company paid research and lab fees of $95,955 (2023 - $345,962) 
to companies in which management and directors are principals. 
 
As at June 30, 2024, the Company had accounts payable of $224,841 (2023 - $28,744) with companies 
controlled by officers and directors. The balances owing are unsecured, non-interest-bearing and have no 
specific terms of repayment. 
 
On June 5, 2024, the Company entered into a loan agreement with a relative of an officer and director. The 
loan is unsecured and bears interest at 10% per annum payable on maturity. The maturity date of the loan is 
the earlier of December 5, 2024 and the day the Company closes a financing resulting in gross proceeds equal 
to or greater than $2,000,000. During the year ended June 30, 2024, the Company has accrued $342 (2023 - 
$nil) of interest, resulting in a balance of $50,342 as at June 30, 2024 (2023 - $nil).  
 
At June 30, 2024, the Company had accounts receivable of $108 (2023 - $nil) from a company with a common 
officer for expense reimbursement. 
 

11. SHARE CAPITAL 
 

a) Authorized 
 
Unlimited Class A Common Shares, voting, participating, without par value (“Common Shares”) 
 

b) Issued and outstanding 
 
During the year ended June 30, 2024 
 
During the year ended June 30, 2024, the Company received $15,000 on the exercise of 100,000 warrants 
and $423,750 on the exercise of 339,000 stock options. The Company transferred $9,229 and $96,412 
from the share-based payments reserve to share capital in relation to the exercise of the warrants and stock 
options, respectively. 
 
During the year ended June 30, 2024, the Company issued 349,999 Common Shares at a value of 
$441,349 pursuant to a convertible debenture conversion (note 8). Included in the value upon conversion 
was $30,718 allocated from equity component of convertible debenture to share capital. 
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11.  SHARE CAPITAL (Continued) 
 

b)  Issued and outstanding (continued) 
 
During the year ended June 30, 2024 (continued) 
 
On January 30, 2024, the Company closed the first tranche of a non-brokered private placement. The 
Company issued 567,000 units at a price of $1.50 per unit for gross proceeds of $850,500. Each unit 
consists of one Common Share and one share purchase warrant. Each warrant is exercisable into one 
Common Share at an exercise price of $2.00 for a period of two years. The Company paid cash finder’s 
fees of $68,040 and issued 45,360 finder’s warrants with a fair value of $30,061 with the same terms as 
the warrants issued in the units. 
 
On March 22, 2024, the Company closed the second tranche of a non-brokered private placement. The 
Company issued 400,000 units at a price of $1.50 per unit for gross proceeds of $600,000. Each unit 
consists of one Common Share and one share purchase warrant. Each warrant is exercisable into one 
Common Share at an exercise price of $2.00 for a period of two years. The Company paid cash finder’s 
fees of $48,000 and issued 32,000 finder’s warrants with a fair value of $21,122 with the same terms as 
the warrants issued in the units. The Company paid other share issuance costs of $8,567. 
 
During the year ended June 30, 2023 
 
During the year ended June 30, 2023, the Company received $8,148,650 on the exercise of 6,947,500 
warrants. As compensation to an agent for soliciting the exercise of 6,331,000 warrants, the Company 
paid finder’s fees of $390,150 and issued 312,120 finder’s warrants valued at $617,291 (note 11(c)). Each 
finder’s warrant is exercisable into one Common Share of the Company at a price ranging from $2.50 to 
$4.00 for a period of two years. The Company transferred $168,580 from the share-based payments 
reserve to share capital in relation to the exercise. 
 
During the year ended June 30, 2023, the Company received $100,000 on the exercise of 50,000 stock 
options (note 11(d)). The Company transferred $4,139 from the share-based payments reserve to share 
capital in relation to the exercise. 
 
On March 20, 2023, the Company issued 150,000 common shares at a value of $203,325 pursuant to a 
convertible debenture conversion (note 8). Upon conversion, $21,452 was allocated from equity 
component of convertible debenture to share capital. 
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11.  SHARE CAPITAL (Continued) 
 

c) Warrants 
 
Warrant transactions and the number of warrants outstanding are summarized as follows: 
 

 
Year Ended 

June 30, 2024 
Year Ended 

June 30, 2023 

 
Number of 
Warrants 

Weighted 
Average 

Exercise Price 
Number of 
Warrants 

Weighted 
Average 

Exercise Price 
     
Outstanding, beginning of year 2,029,900 $ 2.50 8,812,000 $ 1.18 
Issued 1,044,360 $ 2.00 1,929,900 $ 2.62 
Exercised (100,000) $ 0.15 (6,947,500) $ 1.17 
Expired - - (1,764,500) $ 1.25 
     
Outstanding, end of year 2,974,260 $ 2.02 2,029,900 $ 2.50 
 
The following warrants were outstanding and exercisable at June 30, 2024: 
 

Expiry Date 

Weighted Average 
Remaining 

Contractual Life in 
Years Exercise Price Outstanding 

    
September 23, 2024 0.23 $ 2.50 44,475 
November 16, 2024 0.38 $ 2.50 120,000 
January 30, 2025 0.59 $ 3.00 169,100 
February 27, 2025 0.66 $ 3.00 6,200 
April 27, 2025 0.82 $ 4.00 61,020 
May 12, 2025 0.87 $ 4.00 31,325 
November 16, 2025* 1.38 $ 1.75 1,497,780 
January 30, 2026 1.59 $ 2.00 612,360 
March 22, 2026 1.73 $ 2.00 432,000 
    
 1.35  2,974,260 

*During the year ended June 30, 2024, these warrants were repriced from $2.50 with an original expiry 
date of November 16, 2024. 
 
The Company applies the fair value method using the Black-Scholes option pricing model in accounting 
for its finders’ warrants issued. During the year ended June 30, 2024, the Company issued 77,360 finders’ 
warrants with a fair value of $79,513 (2023 - 432,120 with a fair value of $714,965). 
 



Defence Therapeutics Inc. 
Notes to the Financial Statements  
For the Years Ended June 30, 2024 and 2023 
(Expressed in Canadian Dollars) 
 

22 

11.  SHARE CAPITAL (Continued) 
 

c)  Warrants (continued) 
 
The fair value of each finder’s warrant issued was calculated using the following weighted average 
assumptions: 
 

 
Year Ended 

June 30, 2024 
Year Ended 

June 30, 2023 
   
Expected life (years) 2.00 2.00 
Risk-free interest rate 4.06% 3.78% 

Annualized volatility 94% 98% 
Dividend yield 0% N/A 
Stock price at grant date $ 1.50 $ 3.06 
Exercise price $ 2.00 $ 3.02 
Weighted average grant date fair value $ 1.03 $ 1.65 

 
Option pricing models require the input of highly subjective assumptions regarding volatility. The Company 
has estimated the volatility of the share price based on comparable start-up companies’ volatilities. 
 
During the year ended June 30, 2024, the Company transferred $9,229 (2023 - $168,580) from the share-
based payments reserve to share capital, as 100,000 (2023 - 616,500) finders’ warrants were exercised.  

 
d) Stock options  

 
The Company has a stock option plan to grant incentive stock options to directors, officers, employees and 
consultants. Under the plan, the aggregate number of Common Shares that may be subject to option at any 
one time may not exceed 10% of the issued Common Shares of the Company as of that date, including 
options granted prior to the adoption of the plan. Options granted may not exceed a term of 10 years. All 
options vest when granted unless they are otherwise specified by the Board of Directors. 
 
Stock option transactions and the number of stock options outstanding are summarized as follows: 
 

 
Year Ended 

June 30, 2024 
Year Ended 

June 30, 2023 

 
Number of 

Options 

Weighted 
Average 

Exercise Price 
Number of 

Options 

Weighted 
Average 

Exercise Price 
     
Outstanding, beginning of year 1,600,000 $ 1.39 1,510,000 $ 1.58 
Issued 2,400,000 $ 2.50 300,000 $ 2.13 
Exercised (339,000) $ 1.25 (50,000) $ 2.00 
Expired (1,161,000) $ 1.38 (160,000) $ 4.37 
     
Outstanding, end of year 2,500,000 $ 2.48 1,600,000 $ 1.39 
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11.  SHARE CAPITAL (Continued) 
 

d)  Stock options (continued) 
 
The following stock options were outstanding and exercisable at June 30, 2024: 
 

Expiry Date 

Weighted Average 
Remaining 

Contractual Life in 
Years Exercise Price Outstanding Exercisable 

     
December 8, 2025 1.44 $ 2.03 100,000 100,000 
October 6, 2033 9.27 $ 2.50 2,400,000 2,400,000 

 8.96  2,500,000 2,500,000 
 
The Company applies the fair value method using the Black-Scholes option pricing model in accounting for 
its stock options granted. Accordingly, share-based payments of $5,836,658 (2023 - $295,178) were 
recognized during the year ended June 30, 2024. 
 
The fair value of each stock option granted was calculated using the following weighted average 
assumptions: 
 

 
Year Ended 

June 30, 2024 
Year Ended 

June 30, 2023 
   
Expected life (years) 10.00 1.67 
Risk-free interest rate 4.15% 3.90% 
Annualized volatility 138% 106% 
Dividend yield 0% N/A 

Stock price at grant date $ 2.49 $ 2.09 
Exercise price $ 2.50 $ 2.13 
Weighted average grant date fair value $ 2.43 $ 1.04 

 
Option pricing models require the input of highly subjective assumptions regarding volatility. The Company 
has estimated the volatility of the share price based on comparable start-up companies’ volatilities. 
 
During the year ended June 30, 2024, the Company transferred $96,412 (2023 - $4,139) from the share-
based payments reserve to share capital, as 339,000 (2023 - 50,000) stock options were exercised. The 
weighted-average share price for stock options exercised during the year ended June 30, 2024 was $2.42 
(2023 - $4.54).  
 
During the year ended June 30, 2024, the Company transferred $292,134 (2023 - $371,270) from the share-
based payments reserve to deficit, as 1,161,000 (2023 - 160,000) stock options expired unexercised. 
 

12. RESEARCH AND LAB FEES 
 
Investment tax credits under the Canadian government SR&ED program of $nil for the year ended June 30, 
2024 (2023 - $240,481) have been recorded as a reduction of research and lab fees. 
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13. SEGMENTED DISCLOSURE 
 
The Company has one operating segment, being research and development. All of the Company’s assets are 
located in Canada. 

 
14. COMMITMENTS 
 

On September 18, 2020, the Company entered into consulting agreements with its chief executive officer, 
chief financial officer and corporate secretary. On March 21, 2023 and September 23, 2023, the consulting 
agreements were amended. The consulting agreements have indefinite terms and monthly fees totalling 
$32,000. In the event the agreements are terminated by the Company or the consultants as a result of a change 
in control, the Company would be required to pay a total of $96,000 to the consultants. The consulting 
agreement with the chief executive officer contains bonus payments upon reaching certain milestones related 
to clinical trials and license agreements. During the year ended June 30, 2024, bonuses of $75,000 (2023 - 
$nil) were paid or accrued to the chief executive officer. 
 
On May 9, 2023, the Company entered into a lease agreement for lab space commencing October 1, 2023 for 
a period of two years. Basic rent per fiscal year is approximately as follows: 

 
     
Fiscal 2025   $ 32,000 

Fiscal 2026    8,000 
     
   $ 40,000 

 
15. SUPPLEMENTAL DISCLOSURES WITH RESPECT TO CASH FLOWS 

 

 2024 2023 

Income tax paid $ - $ - 

Interest paid $ 41,432 $ 6,246 

Interest received $ 21,886 $ - 

Non-cash investing and financing activities      
Equity component of convertible debenture issuance, net of 

tax $ - $ 151,701 
Warrant component of convertible debenture issuance, net 

of tax $ - $ 187,284 

Transaction costs for convertible debenture issuance $ - $ 239,760 

Conversion of convertible debenture to shares $ 441,349 $ 181,873 

Right-of-use asset acquired under lease obligation $ 53,282 $ - 

Fair value transferred on exercise of warrants $ 9,229 $ 168,580 

Fair value transferred on exercise of stock options $ 96,412 $ 4,139 

Fair value transferred on expiry of stock options $ 292,134 $ 371,270 

Fair value of finders’ warrants issued $ 79,513 $ 617,291 
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15.  SUPPLEMENTAL DISCLOSURES WITH RESPECT TO CASH FLOWS (Continued) 

 
Reconciliation of liabilities arising from financing activities for the years ended June 30, 2024 and 2023: 
 

Non-cash Items 

 

June 30, 
2023 

$ 
Cash Flow 

$ 
Accretion 

$ 

Bifurcation 
to Equity 

$ 
Conversion 

$ 

Interest 
Payment 

$ 

June 30, 
2024 
$ 

Convertible 
debentures  1,746,069 - 391,690 - (441,349) (36,140) 1,660,270 
 

 

Non-cash Items 

 

June 30, 
2022 

$ 
Cash Flow 

$ 
Accretion 

$ 

Bifurcation 
to Equity 

$ 
Conversion 

$ 

Interest 
Payment 

$ 

June 30, 
2023 
$ 

Convertible 
debentures  - 2,355,000 262,933 (683,745) (181,873) (6,246) 1,746,069 

 
16. INCOME TAXES 

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

 
Year Ended 

June 30, 2024 
Year Ended 

June 30, 2023 
     
Loss before income taxes $ (13,193,045) $ (6,762,783) 
Statutory income tax rate  27.00%  27.00% 
     
Income tax benefit computed at statutory tax rate  (3,562,000)  (1,826,000) 
Non-deductible items  1,577,000  81,000 
True-up  792,000  140,000 

Unrecognized benefit of deferred income tax assets  1,193,000  1,500,000 
     
Income tax expense (recovery) $ - $ (105,000) 
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16.  INCOME TAXES (Continued) 
 
The following is the analysis of recognized deferred tax liabilities and deferred tax assets: 
 

 
Year Ended 

June 30, 2024 
Year Ended 

June 30, 2023 
     
Deferred tax liabilities     
 Convertible debentures $ (2,000) $ (101,000) 
     
Deferred tax liabilities  (2,000)  (101,000) 
     
Deferred tax assets     

 Non-capital losses carried forward  2,000  101,000 
     
Deferred tax assets  2,000  101,000 
     
Net deferred income tax assets (liabilities) $ - $ - 

 
The unrecognized deductible temporary differences as at June 30, 2024 and 2023 are comprised of the 
following: 
 

 
2024 

$ 
Expiry 
Date 

2023 
$ 

Expiry 
Date 

Intangible assets and equipment 548,000 None 475,000 None 
Non-capital losses 20,547,000 2039-2044 15,789,000 2039-2043 
Share-issuance costs 565,000 2025-2028 742,000 2024-2027 

Unrecognized deductible temporary differences 21,660,000  17,006,000  
 
17. SUBSEQUENT EVENTS 
 

On July 8, 2024, the Company granted 25,000 stock options to consultants exercisable at a price of $1.00 per 
share and with a term to expiry of two years. 

 
 


