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INDEPENDENT AUDITORS’ REPORT 
 

 

To the Shareholders of SureNano Science Ltd. 

 

Report on the Audit of the Financial Statements 

 

Opinion 

 

We have audited the financial statements of SureNano Science Ltd. (the “Company”), which comprise the statements of financial 

position as at March 31, 2022 and 2021 and the statements of operations and comprehensive loss, statements of changes in equity 

and statements of cash flows for the period from incorporation on January 14, 2021 to March 31, 2021, and the year ended March 

31, 2022, and notes to the financial statements, including a summary of significant accounting policies. 

 

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Company 

as at March 31, 2022 and 2021, and its financial performance and its cash flows for the period from incorporation on January 14, 

2021 to March 31, 2021, and the year ended March 31, 2022 in accordance with International Financial Reporting Standards (IFRS). 

 

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 

 

Without qualifying our opinion, we draw attention to Note 1 to the financial statements which indicates the existence of a material 

uncertainty that may cast significant doubt about SureNano Science Ltd. ability to continue as a going concern. 

 

Information other than the Consolidated Financial Statements and the Auditor’s Report thereon 

 

Management is responsible for the other information. The other information comprises the information, other than the consolidated 

financial statements and our auditor’s report thereon, included in Management's discussion and analysis report. 

 

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 Management's discussion and analysis report 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, 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.  

 

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities 

within the group to express an opinion on the financial statements.  

 

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit 

and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.  

 

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements 

regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear 

on our independence, and where applicable, related safeguards. 

 

The engagement partner on the audit resulting in this independent auditor’s report is Mickey Goldstein. 

 
 

Vancouver, British Columbia Harbourside CPA, LLP 

July 25, 2022 Chartered Professional Accountants 
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Nature of operations and continuance of business (Note 1) 
Commitments (Note 8) 
Subsequent Event (Note 12) 
 
 
 
Approved and authorized for issuance on behalf of the Board of Directors on July 25, 2022: 

 

 

 

 

 

 

 

 

 

 

 

March 31,  
2022  

$ 

March 31,  
2021 

$ 

   

   

ASSETS   
   
Current assets   
   Cash  667,092 929,011 

Amounts receivable 16,851 37,800 
Prepaid expenses 2,500 – 

   
Total assets 686,443 966,811 

   

LIABILITIES AND SHAREHOLDERS’ EQUITY   
   
Current liabilities   
   

Accounts payable and accrued liabilities  20,711 17,323 
Due to related parties (Note 4) 15,784 – 

   
Total liabilities 36,495 17,323 

   

Shareholders’ equity   
   

Share capital  1,439,845 1,032,000 
Share-based payment reserves (Note 7) 411,277 – 
Deficit  (1,201,174) (82,512) 

   
Total shareholders’ equity 649,948 949,488 

   
Total liabilities and shareholders’ equity 686,443 966,811 

/s/ “Charles MaLette”  /s/ “Mark Scott” 

Charles MaLette, Director  Mark Scott, Director 
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For the twelve 
months ended 

For the period from 
incorporation on 

January 14, 2021 to 
  March 31, March 31, 
  2022 2021 
  $ $ 

    
Revenue  18,000 36,000 
Cost of goods sold  (1,487) (1,342) 

    
Gross profit  16,513 34,658 

    
Expenses    
    

Consulting fees (Note 4)  110,132 – 
License fee (Note 3 and 4)  125,000 100,000 
Management fees (Note 4)  114,750 – 
Office and miscellaneous  150,385 506 
Professional fees  115,855 6,739 
Research and development (Note 8)  102,361 – 
Royalties (Notes 3 and 4)  4,500 9,000 
Share-based compensation (Notes 4 and 7)  411,277 – 

    
Total expenses  1,134,260 116,245 

    Net loss before taxes  (1,117,747) (81,587) 
    
Income tax expense  (915) (925) 

    
Net loss and comprehensive loss for the period  (1,118,662) (82,512) 

    
Loss per share, basic and diluted  (0.06) (0.01) 

    
Weighted average shares outstanding  20,239,449 13,854,000 
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 Share-

based  Total 
 Share capital Special payment  shareholders’ 

 
Number of 

shares 
Amount 

$ 
warrants 

$ 
reserves 

$ 
Deficit 

$ 
equity 

$ 

       
Balance, January 14, 2021 (date 

of incorporation)  – – – – – – 
       
Common shares issued for cash 19,700,100 1,032,000 – – – 1,032,000 
       
Net loss for the period – – – – (82,512) (82,512) 

       
Balance, March 31, 2021  19,700,100 1,032,000 – – (82,512) 949,488 
       
Special warrants issued for cash – – 439,425 – – 439,425 
       
Special warrants issuance costs – – (31,580) – – (31,580) 
       
Special warrants converted to 
common shares 1,757,700 407,845 (407,845) – – – 

       
Share-based compensation – – – 411,277 – 411,277 
       
Net loss for the year – – – – (1,118,662) (1,118,662) 

       
Balance, March 31, 2022 21,457,800 1,439,845 – 411,277 (1,201,174) 649,948 
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Year 
ended 

March 31, 
2022 

$ 

For the period 
from incorporation 

on January 14, 
2021, to  

March 31,  
2021 

$ 

   
Operating activities   
   
Net loss for the period (1,118,662) (82,512) 
   
Items not involving cash:   

Share-based compensation 411,277 – 
   
Changes in non-cash operating working capital:   

Accounts receivable 20,949 (37,800) 
Prepaid expenses (2,500) – 
Accounts payable and accrued liabilities 3,388 17,323 
Due to related parties 15,783 – 

   
Net cash used in operating activities (669,764) (102,989) 

   
Financing activities   
   

Proceeds from private placements 439,425 – 
Share issuance costs (31,580) – 

   
Net cash provided by financing activities 407,845 1,032,000 

   
Change in cash  (261,919) 929,011 
   
Cash, beginning of period 929,011 – 

   
Cash, end of period 667,092 929,011 
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1. Nature of Operations and Continuance of Business 

SureNano Science Ltd. (the “Company”) was incorporated under the Business Corporations Act in 
British Columbia on January 14, 2021. The principal business of the Company is the sale and 
distribution of the SureNano™ surfactant, which is a ready-to-mix food grade compound that provides 
the base for high performance nano-emulsions to create incredibly homogeneous and stable products 
while maximizing bioavailability, clarity, and taste. The Company has exclusive licenses to distribute 
the SureNanoTM surfactant within Canada and the State of Colorado, USA (Note 3). The Company’s 
head office is located at 350 – 1650 West 2nd Avenue, Vancouver, British Columbia. 

These financial statements have been prepared on a going concern basis which assumes that the 
Company will realize its assets and discharge its liabilities in the normal course of business for the 
foreseeable future. Realization values may be substantially different from carrying values as shown 
and these financial statements do not give effect to adjustments that would be necessary to the carrying 
values and classification of assets and liabilities should the Company be unable to continue as a going 
concern. As at March 31, 2022, the Company has negative cash flow from operations, and has an 
accumulated deficit of $1,201,174. The Company expects to incur further losses in the development of 
its business. The Company’s ability to continue as a going concern is dependent upon its ability in the 
future to achieve profitable operations and, in the meantime, to obtain the necessary financing to meet 
its obligations and repay its liabilities when they become due. These factors indicate the existence of a 
material uncertainty that may cast doubt on the Company’s ability to continue as a going concern. 
These financial statements do not reflect any adjustments that may be necessary if the Company is 
unable to continue as a going concern. These adjustments could be material. 

In March 2020, the World Health Organization declared coronavirus COVID-19 a global pandemic. This 
contagious disease outbreak, which has continued to spread, and any related adverse public health 
developments, has adversely affected workforces, economies, and financial markets globally, 
potentially leading to an economic downturn. It is not possible for the Company to predict the duration 
or magnitude of the adverse results of the outbreak and its effects on the Company’s business or ability 
to raise funds. 

 
2. Significant Accounting Policies 

(a) Statement of Compliance and Basis of Presentation 

These financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). 
These financial statements have been prepared on a historical cost basis and are presented in 
Canadian dollars, which is the Company’s functional currency. 

(b) Use of Estimates and Judgments 

The preparation of these financial statements in conformity with IFRS requires the Company’s 
management to make judgments, estimates and assumptions that affect the application of 
accounting policies and reported amounts of assets, liabilities, revenues, and expenses. Actual 
results may differ from these estimates. Estimates and underlying assumptions are reviewed on an 
ongoing basis. Revisions to accounting estimates are recognized in the period in which the estimate 
is revised and in any future periods affected.  

Significant areas requiring the use of estimates include share-based compensation, the recovery 
of accounts receivable, and unrecognized deferred income tax assets. Actual results could differ 
from those estimates. 
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2. Significant Accounting Policies (continued) 

(b) Use of Estimates and Judgments (continued) 

Judgments made by management include the factors used to determine the assessment of whether 
the going concern assumption is appropriate. The assessment of the going concern assumption 
requires management to take into account all available information about the future, which is at 
least, but is not limited to, 12 months from the end of the reporting period. The Company is aware 
that material uncertainties related to events or conditions may cast significant doubt upon the 
Company’s ability to continue as a going concern. 

(c) Cash and Cash Equivalents 

The Company considers all highly liquid instruments with a maturity of three months or less at the 
time of issuance, are readily convertible to known amounts of cash, and which are subject to 
insignificant risk of changes in value to be cash equivalents. As at March 31, 2022, and 2021, the 
Company has no cash equivalents. 

(d) Financial Instruments 

The Company’s financial instruments consist of cash, amounts receivable, accounts payable, and 
due to related parties. 

The Company follows the requirements of IFRS 9, Financial Instruments (“IFRS 9"). IFRS 9 utilizes 
a model for recognition and measurement of financial instruments in a single, forward-looking 
“expected loss” impairment model. 

(i) Classification and subsequent measurement 

Financial assets 

On initial recognition, a financial asset is classified as measured at: amortized cost; fair value 
through other comprehensive income (“FVOCI”) – debt investment; FVOCI - equity investment; 
or at fair value through profit and loss (“FVTPL”). Financial assets are not reclassified 
subsequent to their initial recognition unless the Company changes its business model for 
managing financial assets in which case all affected financial assets are reclassified on the first 
day of the first reporting period following the change in the business model. A financial asset is 
measured at amortized cost if it meets both of the following conditions and is not designated 
as FVTPL: 

• it is held within a business model whose objective is to hold assets to collect contractual 
cash flows; and 

• its contractual terms give rise on specified dates to cash flows that are solely payments of 
principal and interest on the principal amount outstanding. 

A debt investment is measured at FVOCI if it meets both of the following conditions and is not 
designated as FVTPL: 

• it is held within a business model whose objective is achieved by both collecting contractual 
cash flows and selling financial assets; and 

• its contractual terms give rise on specified dates to cash flows that are solely payments of 
principal and interest on the principal amount outstanding. 
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2. Significant Accounting Policies (continued) 

(d) Financial Instruments (continued) 

(i) Classification and subsequent measurement (continued) 

Financial assets (continued) 

On initial recognition of an equity investment that is not held for trading, the Company may 
irrevocably elect to present subsequent changes in the investment's fair value in OCI. This 
election is made on an investment-by-investment basis. All financial assets not classified as 
measured at amortized cost or FVOCI as described above are measured at FVTPL. This 
includes all derivative financial assets. On initial recognition, the Company may irrevocably 
designate a financial asset that otherwise meets the requirements to be measured at amortized 
cost or at FVOCI as FVTPL if doing so eliminates or significantly reduces an accounting 
mismatch that would otherwise arise. 

Financial assets: Subsequent measurement and gains and losses 

• Financial assets at FVTPL: These assets are subsequently measured at fair value. Net 
gains and losses, including any interest or dividend income, are recognized in the 
statement of operations and comprehensive loss.  

• Financial assets at amortized cost: These assets are subsequently measured at amortized 
cost using the effective interest method. The amortized cost is reduced by impairment 
losses. Interest income, foreign exchange gains and losses and impairment are recognized 
in the statement of operations and comprehensive loss. Any gain or loss on derecognition 
is recognized in the statement of operations and comprehensive loss. 

• Debt investments at FVOCI: These assets are subsequently measured at fair value. 
Interest income calculated using the effective interest method, foreign exchange gains and 
losses and impairment are recognized in the statement of operations and comprehensive 
loss. Other net gains and losses are recognized in OCI. On derecognition, gains and losses 
accumulated in OCI are reclassified to the statement of operations and comprehensive 
loss. 

• Equity investments at FVOCI: These assets are subsequently measured at fair value. 
Dividends are recognized as income in the statement of operations and comprehensive 
loss unless the dividend clearly represents a recovery of part of the cost of the investment. 
Other net gains and losses are recognized in OCI and are never reclassified to the 
statement of operations and comprehensive loss. 

Financial liabilities 

Financial liabilities are classified as measured at amortized cost or FVTPL. A financial liability 
is classified as FVTPL if it is classified as held-for-trading, it is a derivative or it is designated 
as such on initial recognition. Financial liabilities at FVTPL are measured at fair value and net 
gains and losses, including any interest expense, are recognized in the statement of operations 
and comprehensive loss. Other financial liabilities are subsequently measured at amortized 
cost using the effective interest method. Interest expense and foreign exchange gains and 
losses are recognized in the statement of operations and comprehensive loss. Any gain or loss 
on derecognition is also recognized in the statement of operations and comprehensive loss. 
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2. Significant Accounting Policies (continued) 

(d) Financial Instruments (continued) 

(ii) Derecognition 

Financial assets 

The Company derecognizes a financial asset when the contractual rights to the cash flows from 
the financial asset expire, or it transfers the rights to receive the contractual cash flows in a 
transaction in which substantially all of the risks and rewards of ownership of the financial asset 
are transferred or in which the Company neither transfers nor retains substantially all of the 
risks and rewards of ownership and it does not retain control of the financial asset. The 
Company enters into transactions whereby it transfers assets recognized in its consolidated 
statement of financial position but retains either all or substantially all of the risks and rewards 
of the transferred assets. In these cases, the transferred assets are not derecognized. 

 Financial liabilities 

The Company derecognizes a financial liability when its contractual obligations are discharged 
or cancelled, or expire. The Company also derecognizes a financial liability when its terms are 
modified and the cash flows of the modified liability are substantially different, in which case a 
new financial liability based on the modified terms is recognized at fair value. 

On derecognition of a financial liability, the difference between the carrying amount 
extinguished and the consideration paid (including any non-cash assets transferred or liabilities 
assumed) is recognized in the statement of operations and comprehensive loss. 

(iii) Offsetting 

Financial assets and financial liabilities are offset and the net amount presented in the 
statement of financial position when, and only when, the Company currently has a legally 
enforceable right to set off the amounts and it intends either to settle them on a net basis or to 
realize the asset and settle the liability simultaneously. 

(iv) Impairment 

Financial assets and contract assets 

The Company recognizes loss allowances for expected credit losses (“ECL”) on: 

• financial assets measured at amortized cost; 

• debt investments measured at FVOCI; and 

• contract assets (as defined in IFRS 15). 

The Company measures loss allowances on amounts receivable at an amount equal to lifetime 
ECL. When determining whether the credit risk of a financial asset has increased significantly 
since initial recognition and when estimating ECL, the Company considers reasonable and 
supportable information that is relevant and available without undue cost or effort. This includes 
both quantitative and qualitative information and analysis, based on the Company’s historical 
experience and informed credit assessment and including forward-looking information. 

The Company assumes that the credit risk on a financial asset has increased significantly if it 
is more than 30 days past due. 
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2. Significant Accounting Policies (continued) 

(d) Financial Instruments (continued) 

(iv) Impairment (continued) 

Financial assets and contract assets (continued) 

The Company considers a financial asset to be in default when: 

• the borrower is unlikely to pay its credit obligations to the Company in full, without recourse 
by the Company to actions such as realizing security (if any is held); or 

• the financial asset is more than 90 days past due. 

Lifetime ECLs are the ECLs that result from all possible default events over the expected life 
of a financial instrument. 

12-month ECLs are the portion of ECLs that result from default events that are possible within 
the 12 months after the reporting date (or a shorter period if the expected life of the instrument 
is less than 12 months). 

The maximum period considered when estimating ECLs is the maximum contractual period 
over which the Company is exposed to credit risk. 

Measurement of ECLs 

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the 
present value of all cash shortfalls (i.e. the difference between the cash flows due to the entity 
in accordance with the contract and the cash flows that the entity expects to receive). 

ECLs are discounted at the effective interest rate of the financial asset. 

Credit-impaired financial assets 

At each reporting date, the Company assesses whether financial assets carried at amortized 
cost and debt securities at FVOCI are credit-impaired. A financial asset is 'credit-impaired' 
when one or more events that have a detrimental impact on the estimated future cash flows of 
the financial asset have occurred. 

Evidence that a financial asset is credit-impaired includes the following observable data: 

• significant financial difficulty of the borrower or issuer; 

• a breach of contract such as a default or being more than 90 days past due; 

• the restructuring of a loan or advance by the Company on terms that the Company would 
not consider otherwise; or 

• it is probable that the borrower will enter bankruptcy or other financial reorganization. 

Presentation of allowance for ECL in the statement of financial position 

Loss allowances for financial assets measured at amortized cost are deducted from the gross 
carrying amount of the assets. 

Write-off 

The gross carrying amount of a financial asset is written off (either partially or in full) to the 
extent that there is no realistic prospect of recovery. This is generally the case when the 
Company determines that the debtor does not have assets or sources of income that could 
generate sufficient cash flows to repay the amounts subject to the write-off. However, financial 
assets that are written off could still be subject to enforcement activities in order to comply with 
the Company’s procedures for recovery of amounts due.  



SURENANO SCIENCE LTD. 
Notes to the Financial Statements 
March 31, 2022  
(Expressed in Canadian Dollars) 
 

13 

 

2. Significant Accounting Policies (continued) 

(d) Financial Instruments (continued) 

(iv) Impairment (continued) 

Financial assets at amortized cost 

Financial assets at amortized cost are non-derivative financial assets which are held within a 
business model whose objective is to hold assets to collect contractual cash flows and its 
contractual terms give rise on specified dates to cash flows that are solely payments of principal 
and interest on the principal amount outstanding. A financial asset (unless it is a trade 
receivable without a significant financing component that is initially measured at the transaction 
price) is initially measured at fair value plus, for an item not at FVTPL, transaction costs that 
are directly attributable to its acquisition. Subsequent to initial recognition, financial assets are 
measured at amortized cost using the effective interest method, less any impairment. 

Subsequent to initial recognition, financial liabilities are measured at amortized cost, unless 
designated as fair value through profit or loss.  

Impairment of Financial Assets 

Financial assets, other than those classified as FVTPL, are assessed for indicators of 
impairment at the end of each reporting period. Financial assets are considered to be impaired 
when there is objective evidence that, as a result of one or more events that occurred after the 
initial recognition of the financial asset, the estimated future cash flows of the investment have 
been decreased. 

The carrying amount of the financial asset is reduced by the impairment loss directly for all 
financial assets with the exception of trade receivables, where the carrying amount is reduced 
through the use of an allowance account. 

When a trade receivable is considered uncollectible, it is written off against the allowance 
account. Subsequent recoveries of amounts previously written off are offset against the 
allowance account. Changes in the carrying amount of the allowance account are recognized 
in the consolidated statement of operations. Loss allowances are based on the lifetime ECL’s 
that result from all possible default events over the expected life of the trade receivable, using 
the simplified approach. 

For financial assets measured at amortized cost, if, in a subsequent period, the amount of the 
impairment loss decreases and the decrease can be related objectively to an event occurring 
after the impairment was recognized, the previously recognized impairment loss is reversed 
through the statement of operations and comprehensive loss to the extent that the carrying 
amount of the investment at the date the impairment is reversed does not exceed what the 
amortized cost would have been had the impairment not been recognized. 

(e) Inventory 

Inventory is stated at the lower of cost or net realizable value. Appropriate consideration is given to 
obsolescence, excessive levels, deterioration, and other factors in evaluating net realizable value. 
Inventory consists of extraction SureNanoTM surfactant for resale. At March 31, 2022 and 2021, the 
Company had no inventory. 
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2. Significant Accounting Policies (continued) 

(f) Share capital 

Common shares and special warrants are classified as equity. Transaction costs directly 
attributable to the issue of common shares and special warrants are recognized as a deduction 
from equity as share issue costs, net of any tax effects. Common shares issued for consideration 
other than cash are valued based on their fair value at the date the shares are issued.  

Share issue costs and other legal fees related to and incurred in advance of share subscriptions 
are recorded as deferred financing costs. Share issue costs related to uncompleted share 
subscriptions are charged to profit or loss. 

(g) Revenue 

The Company generates revenue from the sale of SureNanoTM surfactant. The time between 
invoicing and when payment is due is not significant and none of the Company’s contracts contain 
a significant financing component. The Company follows IFRS 15, Revenue from Contracts with 
Customers (“IFRS 15”), to recognize its revenue.  IFRS 15 establishes a five-step model to account 
for revenue arising from contracts with customers. Under IFRS 15 the Company’s accounting policy 
for revenue recognition is as follows: i) identify the contract with the customer; ii) identify the 
performance obligation(s) in the contract; iii) determine the transaction price; iv) allocate the 
transaction price to the performance obligation(s); and (v) recognize revenue when (or as) 
performance obligation(s) are satisfied.   

For product sales, revenue is recognized immediately upon providing the customer with the 
product. Revenue is measured based on the price specified in the Company’s invoice provided to 
the customer. The Company does not have any multiple-element revenue arrangements. Revenue 
is presented net of discounts and sales and other related taxes. 

(h) Foreign Currency Translation 

The Company’s functional currency and reporting currency is the Canadian dollar. Transactions 
denominated in foreign currencies are translated using the exchange rate in effect on the 
transaction date or at an average rate. Monetary assets and liabilities denominated in foreign 
currencies are retranslated at the rate of exchange in effect at the statement of financial position 
date. Non-monetary items are translated using the historical rate on the date of the transaction. 
Foreign exchange gains and losses are included in the statement of operations. 

(i) Share-based Payments 

The grant date fair value of share-based payment awards granted to employees is recognized as 
share-based compensation expense, with a corresponding increase in equity, over the period that 
the employees unconditionally become entitled to the awards. The amount recognized as an 
expense is adjusted to reflect the number of awards for which the related service and non-market 
vesting conditions are expected to be met, such that the amount ultimately recognized as an 
expense is based on the number of awards that do meet the related service and non-market 
performance conditions at the vesting date. For share-based payment awards with non-vesting 
conditions, the grant date fair value of the share-based payment is measured to reflect such 
conditions and there is no true-up for differences between expected and actual outcomes. 

Where equity instruments are granted to parties other than employees, they are recorded by 
reference to the fair value of the services received. If the fair value of the services received cannot 
be reliably estimated, the Company measures the services received by reference to the fair value 
of the equity instruments granted, measured at the date the counterparty renders service.  

All equity-settled share-based payments are reflected in share-based payment reserve, unless 
exercised. Upon exercise, shares are issued from treasury and the amount reflected in share-based 
payment reserve is credited to share capital, adjusted for any consideration paid.  
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2. Significant Accounting Policies (continued) 

(j) Income Taxes 

Current income tax 

Current income tax assets and liabilities for the current period are measured at the amount 
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used 
to compute the amount are those that are enacted or substantively enacted, at the reporting date. 
Current income tax relating to items recognized directly in other comprehensive income or equity 
is recognized in other comprehensive income or equity and not in the statement of operations. 
Management periodically evaluates positions taken in the tax returns with respect to situations in 
which applicable tax regulations are subject to interpretation and establishes provisions where 
appropriate. 

Deferred income tax 

Deferred income tax is provided using the statement of financial position method on temporary 
differences at the reporting date between the tax bases of assets and liabilities and their carrying 
amounts for financial reporting purposes. The carrying amount of deferred income tax assets is 
reviewed at the end of each reporting period and recognized only to the extent that it is probable 
that sufficient taxable income will be available to allow all or part of the deferred income tax asset 
to be utilized. Deferred income tax assets and liabilities are measured at the tax rates that are 
expected to apply to the year when the asset is realized or the liability is settled, based on tax rates 
(and tax laws) that have been enacted or substantively enacted by the end of the reporting period. 
Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable 
right exists to set off current tax assets against current income tax liabilities and the deferred income 
taxes relate to the same taxable entity and the same taxation authority. 

(k) Loss Per Share 

Basic loss per common share is computed by dividing their respective net loss by the weighted 
average number of common shares outstanding during the period. The computation of diluted loss 
per share assumes the conversion, exercise or contingent issuance of securities only when such 
conversion, exercise or issuance would have a dilutive effect on the income per share. The dilutive 
effect of convertible securities is reflected in the diluted loss per share by application of the "if 
converted" method. The dilutive effect of outstanding incentive stock options and their equivalents 
is reflected in the diluted loss per share by application of the treasury stock method.  

(l) Comprehensive Loss 

Comprehensive loss is the change in the Company’s net assets that results from transactions, 
events and circumstances from sources other than the Company’s shareholders and includes items 
that are not included in the statement of operations. 

(m) Recent Accounting Pronouncements 

Accounting standards or amendments to existing accounting standards that have been issued but 
have future effective dates are either not applicable or are not expected to have a significant impact 
on the Company’s financial statements. 
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3. Licensing Agreements 

(a) On February 19, 2021, the Company entered into a licensing agreement (the “Licensing 
Agreement”) with 1150641 B.C. Ltd. (“1150641”), a company controlled by an individual who was 
appointed as a Director of the Company subsequent to entering into the Licensing Agreement, 
whereby the Company was granted an exclusive license and right to produce, distribute, and enter 
into sub-licenses or agreements within Canada with respect to the SureNanoTM surfactant (the 
“Product”), which is owned by 1150641. The Company was also granted the first right of refusal 
over licenses and rights to the Product in Europe over the life of the Licensing Agreement. The 
Licensing Agreement is for an initial term of 10 years, with an option to renew for an additional 10 
years upon the Company providing written notice to 1150641 prior to the expiration of the initial 
term. 

In consideration for the exclusive license and rights, the Company agreed to pay the following: 

(a) $50,000 within 3 business days of signing the Licensing Agreement (paid); 
(b) $50,000 on March 31, 2021 (paid); 
(c) $50,000 on June 30, 2021 (paid); and 
(d) $50,000 on September 30, 2021 (paid). 

The Company also agreed to pay an on-going royalty calculated as 25% of net sales, which are 
payable within 30 days of the end of each fiscal quarter. In the event any royalty is not paid when 
due, interest on such unpaid amount will be payable at a rate of 8% per annum.  

(b) On June 10, 2021, the Company entered into a Licensing Agreement (the “Colorado Licensing 
Agreement”) with 1150641, a company controlled by a Director of the Company, whereby the 
Company was granted an exclusive license and right to produce, distribute, and enter into sub-
licenses or agreements within the state of Colorado, USA, with respect to the Product, which is 
owned by 1150641. The Colorado Licensing Agreement is for an initial term of 10 years, with an 
option to renew for an additional 10 years upon the Company providing written notice to 1150641 
prior to the expiration of the initial term. 

In consideration for the rights and licenses, the Company paid $25,000 and agreed to pay an on-
going royalty calculated as 25% of net sales, which is payable within 30 days of the end of each 
fiscal quarter. In the event any royalty is not paid when due, interest on such unpaid amount will 
be payable at a rate of 8% per annum. 

During the year ended March 31, 2022, the Company recognized royalty expense of $4,500 
(period from incorporation on January 14, 2021, to March 31, 2021 – $9,000) pursuant to the 
above licensing agreements. 
 

4. Related Party Transactions 

Key management personnel are those persons having authority and responsibility for planning, 
directing and controlling the activities of the Company.  The Company has determined that its key 
management personnel are the members of the Company’s current and former Board of Directors and 
its executive officers. 

(a) During the year ended March 31, 2022, the Company incurred management fees of $67,500 
(period from incorporation on January 14, 2021, to March 31, 2021 – $nil) to the Chief Executive 
Officer (“CEO”) of the Company. As at March 31, 2022, the Company owed $7,875 (2021 – $nil) to 
the CEO. The amount is non-interest bearing, unsecured and due on demand. 

(b) During the year ended March 31, 2022, the Company incurred management fees of $47,250 
(period from incorporation on January 14, 2021, to March 31, 2021 – $nil) to the Chief Financial 
Officer (“CFO”) of the Company.   
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4. Related Party Transactions (continued) 

(c) During the year ended March 31, 2022, the Company incurred royalties of $4,500 (period from 
incorporation on January 14, 2021, to March 31, 2021 – $9,000) and license fees of $125,000 
(period from incorporation on January 14, 2021, to March 31, 2021 – $100,000) to a company 
controlled by a Director of the Company. As at March 31, 2022, the Company owed $4,710 (2021 
– $nil) to a company controlled by a Director of the Company. The amount is non-interest bearing, 
unsecured and due on demand. 

(d) During the year ended March 31, 2022, the Company incurred consulting fees of $49,000 (period 
from incorporation on January 14, 2021, to March 31, 2021 – $nil) to a company controlled by the 
son of the CFO of the Company. As at March 31, 2022, the Company owed $3,199 (2021 – $nil) 
to the son of the CFO of the Company. The amount is non-interest bearing, unsecured and due on 
demand. 

(e) During the year ended March 31, 2022, the Company incurred share-based compensation of 
$302,863 (period from incorporation on January 14, 2021, to March 31, 2021 – $nil) to officers and 
directors of the Company. 

5. Share Capital 

Authorized: Unlimited number of common shares without par value. 

The Company had the following capital stock transactions during the year ended March 31, 2022: 

(a) On December 9, 2021, the Company issued 1,757,700 common shares upon the conversion of 
special warrants (Note 6). 

The Company had the following capital stock transactions during the period ended March 31, 2022: 

(a) On January 14, 2021, the Company issued 5,000,100 common shares at $0.005 per share for 
gross proceeds of $25,000. 

(b) On February 5, 2021, the Company issued 11,600,000 common shares at $0.02 per share for gross 
proceeds of $232,000. 

(c) On March 16, 2021, the Company issued 3,100,000 common shares at $0.25 per share for gross 
proceeds of $775,000. 

6. Special Warrants 

On May 19, 2021, the Company completed a private placement of 1,757,700 non-transferable special 
warrants at $0.25 per special warrant for gross proceeds of $439,425. Each special warrant entitled 
subscribers to acquire, without payment of any consideration in addition to that already paid, one 
common share of the Company. In connection with the private placement, the Company paid a finder’s 
fee of $27,350 and incurred other issuance costs of $4,230. On December 9, 2021 the Company 
converted 1,757,700 special warrants into 1,757,700 common shares of the Company (Note 5).  

7. Stock Options 

On June 16, 2021, the Board of Directors of the Company adopted the Company’s Stock Option Plan 
(the “Plan”). The Plan is administered by the Board of Directors. Stock options granted under the Plan 
have a maximum term of 10 years, and vest at the discretion of the Board of Directors. The aggregate 
number of shares of the Company’s common stock available for issuance under the Plan is 10% of the 
Company’s issued and outstanding shares on the date on which a stock option is granted. 
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7. Stock Options (continued) 

The following table summarizes the continuity of the Company’s stock options: 

 

Number of 
stock 

options 

Weighted 
average 
exercise 

price 
$ 

   
Balance, January 14, 2021 (date of incorporation) and March 31, 2021  – – 
   
Granted 2,200,000 0.25 

   
Balance, March 31, 2022 2,200,000 0.25 

   Exercisable, March 31, 2022 2,000,000 0.25 

Additional information regarding stock options outstanding and exercisable as at March 31, 2022, is as 
follows: 

Number of stock 
options 

outstanding 

Number of stock 
options 

exercisable 
Exercise price 

$ 

Weighted average 
remaining contractual 

life (years) Expiry date 

     
2,000,000 2,000,000 0.25 2.21 June 16, 2024 

200,000 – 0.30 0.88 February 15, 2023 

     
2,200,000 2,000,000    

Share-based compensation expense is determined using the Black-Scholes option pricing model. 
During the year ended March 31, 2022, the Company recognized share-based compensation expense 
of $411,277 (incorporation on January 14, 2021, to March 31, 2021 – $nil) in share-based payment 
reserves, of which $302,863 (incorporation on January 14, 2021, to March 31, 2021 – $nil) pertains to 
directors and officers of the Company. The weighted average fair value of options granted during the 
year ended March 31, 2022, was $0.19 (incorporation on January 14, 2021, to March 31, 2021 – $nil) 
per share. Weighted average assumptions used in calculating the fair value of share-based 
compensation expense are as follows: 

 March 31, 
2022 

March 31, 
2021 

   
Risk-free interest rate 0.60% – 
Expected life (in years) 2.83 – 
Expected volatility 144% – 

8. Commitments 

(a) On June 10, 2021, the Company entered into a Collaborative Research Agreement with 1150641, 
a company controlled by a Director of the Company, whereby the Company and 1150641 will 
participate in a collaborative research project regarding the use of surfactants in cannabis oil and 
the products resulting therefrom and does not include the development of new surfactant formulae. 
Pursuant to the agreement, the Company agreed to pay and contribute half of the amounts required 
to pay for invoices of consultants in carrying out the research project to a maximum of $100,000 
during every six months of the term of the agreement. In addition, the Company was also 
responsible for covering half of the $34,464 already paid by 1150641 (paid). The initial term of the 
agreement was 1 year and was extended by mutual agreement. The agreement may be terminated 
with 90 days prior written notice by either party. 
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8. Commitments (continued) 

(b) On January 4, 2022, the Company entered into an agreement with a marketing firm to provide 
media and marketing services for a term of 1 year, whereby the marketing firm will receive monthly 
compensation of $6,500. In addition, the Company granted the marketing firm 200,000 stock 
options, which are subject to vesting terms and may be exercised at a price of $0.30 per common 
share, expiring on February 15, 2023 (Note 7). 

9. Capital Management 

The Company’s objectives when managing capital are to raise the necessary equity financing to fund 
its projects and to manage the equity funds raised which best optimizes its programs and the interests 
of its equity shareholders at an acceptable risk. In the management of capital, the Company includes 
the components of shareholders’ equity.  

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. In order to maintain or adjust 
the capital structure, the Company may raise additional equity funds. The Company is not subject to 
externally imposed capital requirements. There have been no changes to the Company’s capital 
management during the year. 

 
10. Fair Value Measurements and Risk Management 

(a) Fair Values  

The Company classified the fair value of the financial instruments according to the following fair 
value hierarchy based on the amount of observable inputs used to value the instruments: 

• Level 1 - quoted prices in active markets for identical assets or liabilities. 

• Level 2 - inputs other than quoted prices included in Level 1 that are observable for the 
asset or liability, either directly (i.e.: as prices) or indirectly (i.e.: derived from prices). 

• Level 3 - inputs for the asset or liability that are not based on observable market data. 

The Company has recorded its cash at fair value using level 1 inputs. The fair values of the 
Company’s other financial instruments, which include amounts receivable, accounts payable, and 
due to related parties approximate their carrying values due to the relatively short-term maturity of 
these instruments. 

The Company’s risk exposures and the impact on the Company’s financial instruments are 
summarized below: 

(b) Credit Risk 

Credit risk is the risk of a loss if a counterparty to a financial instrument fails to meet its contractual 
obligations. The Company’s credit risk is primarily attributable to its liquid financial assets including 
accounts receivable. Accounts receivable consists of government sales tax recoverable and trade 
receivables from customers. Of the Company’s trade receivables outstanding at March 31, 2022, 
nil% (2021 – 100%) is held with nil (2021 – 1) customer of the Company. The carrying amount of 
these financial assets represents the maximum credit exposure. 

(c) 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 currently settles its financial obligations out of cash. The ability to do this 
relies on the Company raising equity financing in a timely manner and by maintaining sufficient 
cash in excess of anticipated needs. 
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10. Fair Value Measurements and Risk Management (continued) 

(c) Liquidity Risk (continued) 

The Company manages liquidity risk by maintaining sufficient cash balances and adjusting its 
operating budget and expenditure. Liquidity requirements are managed based on expected cash 
flows to ensure that there is sufficient capital in order to meet short-term and other specific 
obligations.  

(d) Market Risk 

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, 
foreign exchange rates, and commodity and equity prices.  These fluctuations may be significant. 

(i) Interest Rate Risk 

Interest rate risk is the risk that the fair value or cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. The exposure to interest rates for the Company 
is considered minimal. The Company has no interest bearing borrowings. 

(ii) Foreign Exchange Rate Risk and Interest Rate Risk 

The Company is not currently exposed to foreign exchange rate risk or interest rate risk. 

(iii) Price Risk 

The Company is not exposed to significant price risk.   

(e) Economic Dependence Risk 

Economic dependence risk is the risk of reliance upon a select number of customers which 
significantly impact the financial performance of the Company. During the year ended March 31, 
2022, the Company recorded sales from 1 (period from incorporation on January 14, 2021, to 
March 31, 2021 – 1) customer of the Company representing 100% (period from incorporation on 
January 14, 2021, to March 31, 2021 – 100%) of total revenue. 

11. Income Taxes 

The following table reconciles the expected income tax recovery at the Canadian statutory income tax 
rates to the amounts recognized in the statement of operations and comprehensive loss for the periods 
ended March 31, 2022, and 2021: 
 2022 

$ 
2021 

$ 

   Canadian statutory income tax rate 27% 11% 

   Income tax recovery at statutory rate (302,000) (8,975) 

   
Tax effect of:    

Change in income tax rates, and other items (15,185) - 

Permanent difference 111,000 - 

Share issuance costs (9,000) - 

Change in unrecognized deferred income tax assets 216,100 9,900 

   
Income tax provision  915 925 
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11. Income Taxes (continued) 

The significant components of deferred income tax assets and liabilities are as follows: 
  2022 

$ 
2021 

$ 

    
Deferred income tax assets:    
    

Licence fees  60,000 9,900 
Share issuance costs  7,000  
Non-capital losses available for future periods  159,000  

  226,000 9,900 

Unrecognized deferred income tax assets  (226,000) (9,900) 

    
Net deferred income tax asset  - – 

 

The Company has the following income tax assets available for future use: 

 
 March 31, 

2022 
Expiry date 

range 
March 31, 2021 

    
Licences $   223,000 No expiry $       98,000 
Share issuance costs $     25,000 2023 - 2026 - 

Non-capital losses available for future periods $   587,000 2042 - 
  -  

 

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

 

12. Subsequent Event 

In June, 2022, the Company entered into a Licensing Agreement (the “Oklahoma Licensing Agreement”) 
with 1150641, a company controlled by a Director of the Company, whereby the Company was granted an 
exclusive license and right to produce, distribute, and enter into sub-licenses or agreements within the state 
of Oklahoma, USA, with respect to current and future products developed by 1150641. The Oklahoma 
Licensing Agreement is for an initial term of 10 years, with an option to renew for an additional 10 years 
upon the Company providing written notice to 1150641 prior to the expiration of the initial term. 
 
In consideration for the rights and licenses, the Company paid $10,000 and agreed to pay an on-going 
royalty calculated as 25% of net sales, which is payable within 30 days of the end of each fiscal quarter. In 
the event any royalty is not paid when due, interest on such unpaid amount will be payable at a rate of 8% 
per annum.  

 

 


