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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of
Pharmala Biotech Holdings Inc.

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Pharmala Biotech Holdings Inc. (the Company
or Pharmala), which comprise the consolidated statements of financial position as at August 31, 2025 and
2024, and the consolidated statements of loss and comprehensive loss, consolidated statements of
changes in equity and consolidated statements of cash flows for the years then ended, and notes to the
consolidated financial statements, including a summary of material accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the financial position of the Company as at August 31, 2025 and 2024, and its financial performance and
its cash flows for the years then ended, in accordance with International Financial Reporting Standards.

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 Consolidated Financial Statements section of our report. We are independent of the Company in
accordance with the ethical requirements that are relevant to our audit of the consolidated financial
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with those
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our opinion.

Material Uncertainty Relating to Going Concern
We draw your attention to Note 1 in the consolidated financial statements, which indicates the Company
incurred a comprehensive loss of $2,175,244 during the year ended August 31, 2025. As stated in Note 1,
these events or conditions, along with other matters as set forth in Note 1, indicate that a material
uncertainty exists that may cast significant doubt on the Company’s ability to continue as a going concern.
Our opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the consolidated financial statements for the year ended August 31, 2025. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters.

In addition to the matter described in the Emphasis of Matter - Material Uncertainty Related to Going
Concern section of our report, we have determined the matter described below to be the key audit matters
to be communicated in our report.

Revenue Recognition and Non-cash Consideration - Contract with Merhavim Mental Health Centre

Description of the matter

As more fully described in note 5 to the consolidated financial statements, during the year ended August
31, 2025, the Company entered into a supply and data agreement (the “Agreement”) with Merhavim Mental
Health Centre (“Merhavim”), under which Pharmala would supply MDMA product and license to associated
intellectual property, in support of a clinical trial to be conducted by Merhavim, and in return, Merhavim
would provide PharmAla a license to the resulting clinical trial data.
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Management determined the contract was in scope of IFRS 15 — Revenue from Contracts with Customers,
and specifically that Merhavim was a customer, which required an analysis as to whether the Agreement
would be considered a collaboration arrangement, and whether it contained commercial substance, terms
as defined in IFRS 15. Based on this determination, on Pharmala meeting performance obligation in the
Agreement, product sales revenue and a contract asset were recognized in the consolidated financial
statements.

Why the matter is a key audit matter

e The magnitude of the resulting product sales revenue and contract asset balances.

e Determining whether the transaction falls within the scope of IFRS 15 required substantial
judgment.

e Given the non-cash nature of the exchange, judgement was required in determining the transaction
price.

e The accounting treatment for the clinical trial data as a contract asset, which was not received as
of the August 31, 2025 yearend date, involved uncertainty around whether or not the data will
provide future economic benefits, to be recognised as an asset, or rather should be expensed.

How the matter was addressed in the audit
The following were the primary procedures we performed to address this key audit matter:

e Evaluated management’s assessment of whether the transaction falls within the scope of IFRS 15;
including a review of the Agreement terms, noting the parties were in different lines of business
and did not share in the risks and benefits under the Agreement (akin to a collaboration
arrangement).

e Challenged management’s transaction price, nothing the fair value of the consideration received,
being the eventual clinical trial data license, could not be reasonably estimated, and thus concluded
it was reasonable to determine with reference to the stand-alone selling price of MDMA capsules.

o Assessed whether the license granted represented a performance obligation, separate from the
delivery of the MDMA capsules, and concluded it did not, based largely on the unique nature of
Pharmala’s LaNeo MDMA provided to Merhavim.

e Assessed the accounting treatment of clinical trial data, including whether classification as a
contract asset is appropriate under IFRS 15, and considered Pharmala’s right to future
consideration, that was not conditional on the passage of time.

e We assessed the appropriateness and completeness of the related disclosures in the consolidated
financial statements, ensuring compliance with IFRS 15.

Intangible Assets Impairment Testing

Description of the matter

The Company’s intangible assets, as described in Note 7 of the consolidated financial statements, consist
of deferred development costs for internally-generated intellectual property. Specifically: patented MDXX
molecules, manufacturing process development of clinical-grade MDMA and drug delivery methods. All
categories of intangible assets were assessed as having a definite useful life.

Under IAS 38, Intangible Assets, management is required to amortise intangible assets over their estimated
useful lives and test for impairment when facts and circumstances suggest they made be impaired, pursuant
to IAS 36, Impairment of Assets.

For each component of intangible assets, management evaluated qualitative indicators of impairment, and
concluded none were applicable. As a result, a quantitative impairment assessment was not required.

2560 MATHESON BLVD E., SUITE 527, MISSISSAUGA, ON L4W 4Y9 | (647) 969-7382 | INFO@CLEARHOUSE.CA | CLEARHOUSE.CA



CLEARHOUSE LLP

CHARTERED PROFESSIONAL ACCOUNTANTS

Why the matter is a key audit matter

This matter represented an area of significant risk of material misstatement given the magnitude of the
carrying value of the intangible assets. This matter involves a high level of judgment in evaluating both
internal and external qualitative factors and the potential impact on the consolidated financial statements.

How the matter was addressed in the audit
The following were the primary procedures we performed to address this key audit matter:

o We evaluated the reasonableness of judgments made in management’s impairment assessment,
including analysis of internal and external qualitative factors in accordance with 1AS 36;

e We evaluated reasonableness of the intangible assets having a definite useful life; notably
considering legal life of underlying patents and examining useful life of similar intellectual property
held by comparable companies;

e Verified the status of the Company’s relevant patents and confirmed their good standing with
governmental registries and external legal counsel;

e We considered sales data related to the intangible assets, noting the assets are generating revenue
through product sales and intellectual property licensing; reviewed sales contracts entered into
subsequent to August 31, 2025 to evidence expanding sales pipeline;

e We compared the Company’s market capitalization and net assets, noting market capitalization
exceeded net assets by a substantial margin; and,

o We assessed the appropriateness and completeness of the related disclosures in the consolidated
financial statements, ensuring compliance with IAS 36.

Information Other than the Consolidated Financial Statements and Auditor’s Report Thereon
Management is responsible for the other information. The other information comprises the annual
management’s discussion and analysis, but does not include the consolidated financial statements and our
auditor’s report thereon.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated.

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

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

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

In preparing the consolidated financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters relating 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.
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Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

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

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

e 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.

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

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

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

e Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business units within the group as a basis for forming an
opinion on the group financial statements. We are responsible for the direction, supervision and
review of the audit work performed for purposes of the group audit. We remain solely responsible
for our audit opinion.

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

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
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From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated 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 of 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 Pat Kenney.

(loartorge 77¥

Chartered Professional Accountants
Licensed Public Accountants

Mississauga, Ontario
December 23, 2025
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PharmAla Biotech Holdings Inc.

Consolidated Statements of Financial Position

(Expressed in Canadian Dollars)

August 31, August 31,
As at, 2025 2024
ASSETS
Current
Cash $ 40,187 $ 419,379
Short-term investments (Note 3) 920,473 -
Accounts receivables (Note 4, 16) 37,791 180,376
Subscription receivables 4,000 4,000
HST receivable 20,748 27,004
Prepaid expenses, deposits and other assets (Note 5) 253,956 59,153
Inventory (Note 6) 369,709 353,534
Total current assets 1,646,864 1,043,446
Equipment 2,918 401
Intangible assets (Note 7) 1,770,100 1,854,397
Total assets $ 3,419,882 $ 2,898,244
LIABILITIES
Current
Accounts payables and accrued liabilities (Note 19) $ 558,910 $ 550,880
Customer deposits and deferred revenue (Note 15) 276,035 208,574
Deferred joint venture downstream sales (Note 16) 126,787 157,430
Total liabilities 961,732 916,884
SHAREHOLDERS' EQUITY
Share capital (Note 8) 7,452,478 5,694,754
Contributed surplus (Note 9 & 10) 908,955 861,972
Warrants (Note 11) 1,227,906 380,579
Deficit (7,131,189) (4,955,945)
Total shareholders' equity 2,458,150 1,981,360
Total liabilities and shareholders' equity $ 3,419,882 $ 2,898,244
Nature of operations and going concern (Note 1)
Commitment and Contingencies (Note 18)
Subsequent events (Note 21)
Approved by the Board:

"Nicholas Kadysh" "Kevin Roy"
Director Director

The accompanying notes are an integral part of these consolidated financial statements.
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PharmAla Biotech Holdings Inc.
Consolidated Statements of Loss and Comprehensive Loss
(Expressed in Canadian Dollars)

Year Ended
August 31,

2025 2024
Revenue (Note 15 & 17) $ 605,498 $ 1,035,297
Cost of goods sold (Note 6) 53,162 147,856
Gross profit 552,336 887,441
Expenses
Bad debt expense (Note 4) 14,830 22,600
Consulting (Note 19) 210,064 264,380
Depreciation and amortization (Note 7) 117,047 70,209
Investor relations (Note 19) 143,152 89,165
Office and general (Note 19) 217,394 136,376
Research costs 243,935 125,287
Payroll expenses (Note 19) 355,281 94,196
Professional fees (Note 19) 412,210 163,583
Stock based compensation (Note 9, 10 & 19) 925,178 541,324
Loss on debt settlement (Note 8) 35,632 -
Travel 66,470 46,487
Total expenses 2,741,193 1,553,607
Deferred joint venture profit on sales (Note 16) (30,643) 157,430
Joint venture share of losses (Note 16) 17,030 -
Net loss and comprehensive loss for the year $ (2,175,244) $ (823,596)
Net loss and comprehensive loss per share - basic
and diluted (Note 12) $ (0.02) $ (0.01)
Weighted average number of common shares
outstanding - basic and diluted (Note 12) 99,576,412 88,573,739

The accompanying notes are an integral part of these consolidated financial statements.
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PharmAla Biotech Holdings Inc.
Consolidated Statements of Cash Flows
(Expressed in Canadian Dollars)

Year Ended

August 31,

2025 2024
Operating activities
Loss for the year $(2,175,244) $(823,596)
Items not affecting cash:
Depreciation and amortization (Note 7) 117,047 70,209
Stock based compensation (Note 9 & 10) 925,178 541,324
Shares issued for services (Note 8) 100,000 108,000
Bad debt expense (Note 4) 14,830 22,600
Deferred joint venture profit on sales (Note 16) (30,643) 157,430
Joint venture share of losses (Note 16) 17,030 -
Loss on debt settlement (Note 8) 35,632 -
Accrued interest income (Note 3) (20,473) -
Contract asset (Note 5) (201,528) -
Changes in non-cash working capital items:
Accounts receivables 110,725 (8,018)
HST receivable 6,256 (2,473)
Prepaid expenses and deposit 6,725 114,074
Inventory (16,175)  (231,342)
Accounts payables and accrued liabilities (518) (34,818)
Customer deposits 67,461 (234,750)
Net cash used in operating activities (1,043,697) (321,360)
Investing activities
Intangible asset development costs (Note 7) (32,349) (226,419)
Purchase of equipment (2,918) -
Purchase of investments (Note 3) (1,244,380) -
Redemption of investments (Note 3) 344,380 -
Net cash used in investing activities (935,267) (226,419)
Financing activities
Proceeds from private placement (net of issuance costs) (Note 8) 1,527,572 697,116
Proceeds from exercise of warrants (Note 8) 29,700 -
Proceeds from exercise of stock options (Note 8) 42,500 75,000
Net cash provided by financing activities 1,599,772 772,116
(Decrease) increase in cash (379,192) 224,337
Cash, beginning of year 419,379 195,042
Cash, end of year $ 40187 $419,379

The accompanying notes are an integral part of these consolidated financial statements.
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PharmAla Biotech Holdings Inc.

Notes to Consolidated Financial Statements

For the Years Ended August 31, 2025 and August 31, 2024
(Expressed in Canadian Dollars)

1. NATURE OF OPERATIONS AND GOING CONCERN

PharmAla Biotech Inc. ("PharmAla") was incorporated under the Business Corporations Act (British Columbia) on
December 23, 2020. PharmAla Biotech Holdings Inc. (previously Greenridez 3.0 Acquisitions Corp.) ("Holdings
Inc.") was incorporated under the Business Corporations Act (British Columbia) on January 12, 2021 (together, “the
Company”).

On December 17, 2024, Holdings Inc. filed articles of continuance (the “Continuance”) to redomicile from British
Columbia to Ontario. As a result of the Continuance, the registered head office of Holdings Inc. is 1 Adelaide Street
East, Unit 801, Toronto, Ontario, M5C 2V9, Canada.

PharmAla is a Canadian Biotechnology company dedicated to the development, manufacture and sales of MDMA
and MDXX class molecules in service to the burgeoning clinical research community and growing commercial use
cases in select jurisdictions.

On May 1, 2023, the Company along with Australian-based Vitura Health Limited (ASX: VIT) ("Vitura") each own
50% equity interest in Cortexa Pty Ltd. (“Cortexa” or “Joint Venture”). Cortexa has exclusive rights to manufacture
and distribute MDMA and Psilocybin in Australia under GMP conditions using PharmAla’s manufacturing technology
and intellectual property.

On August 11, 2025, the Company incorporated a wholly-owned subsidiary, PharmAla Biotech Australia Pty Ltd
(“PharmAla Australia”). As of August 31, 2025, PharmAla Australia has no operations, assets or liabilities. The
Company incorporated PharmAla Australia in order to facilitate a planned clinical trial for ALA-002.

The Company is a publicly listed company incorporated in Canada with limited liability under the legislation of the
Province of Ontario. On January 11, 2022, the Company’s shares were listed on the Canadian Securities Exchange
("CSE") under the symbol "MDMA".

These consolidated financial statements have been prepared on a going concern basis, which contemplates the
realization of assets and settlement of liabilities in the normal course of business as they come due. For the years
ended August 31, 2025 and 2024 the Company reported a net loss and negative cash flows from operations, and
an accumulated deficit as at August 31, 2025 and August 31, 2024. The Company's ability to continue as a going
concern is dependent upon its ability to develop and maintain profitable operations and/or to obtain additional
financing. Management is of the opinion that the Company will achieve profitable operations, or that sufficient
working capital will be obtained from either increased sales through access to new markets or new clients, or
external financing to sustain its operations for the foreseeable future and that the going concern assumption is
appropriate. However, there is no assurance that the outcome of these matters will be successful and, as a result,
there are material uncertainties that might cause significant doubt regarding the going concern assumption.

These consolidated financial statements do not give effect to any adjustments which would be necessary should
the Company be unable to continue as a going concern and therefore be 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 consolidated financial statements. Such adjustments could be material.



PharmAla Biotech Holdings Inc.

Notes to Consolidated Financial Statements

For the Years Ended August 31, 2025 and August 31, 2024
(Expressed in Canadian Dollars)

2. BASIS OF PREPARATION
Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards
("IFRS") issued by the International Accounting Standards Board (“IASB”) and interpretations issued by the IFRS
Interpretations Committee ("IFRIC").

These consolidated financial statements were approved and authorized for issuance by the Board of Directors on
December 12, 2025.

Basis of measurement

These consolidated financial statements have been prepared on a historical cost basis except for financial
instruments classified as financial instruments at fair value through profit or loss, which are stated at their fair value.
In addition, these consolidated financial statements have been prepared using the accrual basis of accounting,
except for cash flow information.

Functional currency and presentation currency

These consolidated financial statements are presented in Canadian (“CDN”) dollars, except as otherwise noted,
which is the functional currency of the Company.

Basis of consolidation
These consolidated financial statements incorporate the financial statements of the Company and its subsidiaries.

The subsidiaries are consolidated from the date of acquisition, being the date on which the Company obtains control,
and continues to be consolidated until the date that such control ceases. Control is achieved when an investor has
power over an investee to direct its activities, exposure to variable returns from an investee, and the ability to use
the power to affect the investor's returns.

The results of subsidiary acquired or disposed of during the period presented are included in the consolidated
statements of comprehensive loss from the effective date of control and up to the effective date of disposal or loss
of control, as appropriate. All intercompany transactions, balances, income and expenses are eliminated upon
consolidation.

3. MATERIAL ACCOUNTING POLICIES

The Company’s accounting policies and its standards of financial disclosure set out below are in accordance with
IFRS and have been applied consistently throughout the period presented in these financial statements, unless
otherwise stated.

Revenue recognition

The Company generates revenue primarily from the sale of tablets, raw MDMA and MDXX compounds/formulations,
and royalties from licensing of its IP. The Company uses the following five-step contract-based analysis of
transactions to determine if, when and how much revenue can be recognized:

o Identify the contract with a client;

o Identify the performance obligations in the contract;

o Determine the transaction price;

o Allocate the transaction price to the performance obligations; and

e Recognize revenue when, or as, the Company satisfies a performance obligation.

-6-



PharmAla Biotech Holdings Inc.

Notes to Consolidated Financial Statements

For the Years Ended August 31, 2025 and August 31, 2024
(Expressed in Canadian Dollars)

3.

MATERIAL ACCOUNTING POLICIES (continued)

Revenue recognition (continued)

Revenue may be earned over time as the performance obligations are satisfied or at a point in time, and recognized
when control over the goods has been transferred to the customer. Payment is due based on the underlying terms
of the agreement. The Company generally satisfies its performance obligation and transfers control to the customer
upon delivery and acceptance by the customer for revenue from product sales of MDMA and MDXX. License
revenue is recognised on a time apportioned basis or immediately depending on the contractual terms of the
agreement. Consulting revenue is recognized over time as the related services are provided.

The Company's arrangements with clients can include multiple performance obligations. When contracts involve
various performance obligations, the Company evaluates whether each performance obligation is distinct and
should be accounted for as a separate unit of accounting under IFRS 15, Revenue from Contracts with Customers.

The Company determines the standalone selling price by considering its overall pricing objectives and market
conditions. Significant pricing practices taken into consideration include discounting practices, the size and volume
of our transactions, our marketing strategy, historical sales and contract prices. The determination of standalone
selling prices is made through consultation with and approval by management, taking into consideration our go-to-
market strategy. As the Company's go-to-market strategies evolve, the Company may modify its pricing practices
in the future, which could result in changes in relative standalone selling prices.

The Company will, from time to time, enter into agreements to provide MDMA product in exchange for licenses of
the related clinical trial data. As the consideration is non-cash, the value of such transactions is measured at the fair
value of the non-cash consideration, which is based on the stand-alone selling price of the related MDMA product.
Once the corresponding data is accessible to the Company the value of the data license will be recognized as an
intangible asset.

Customer deposit (contract liability)

A contract liability is recognised if a payment is received or a payment is due (whichever is earlier) from a customer
before the Company transfers the control of related goods or services. Contract liabilities are recognised as revenue
when the Company performs under the contract (i.e., transfers control of the related goods or services to the
customer).

Inventories

Inventory consists of finished goods, comprising finished MDMA and MDXX compounds, raw MDMA, which is
considered a finished good, and encapsulated drug products, and work in process inventory, which is bulk raw
MDMA that is in the process of being encapsulated. Inventories are measured at the lower of cost and net realizable
value, with cost being determined using the weighted average cost method. Net realizable value is the estimated
selling price in the ordinary course of business, less the costs necessary to make the sale. When the reversal of
previously written down inventories is recognized, this reversal is recognized in net income. The cost of purchased
inventory comprise the purchase price and other costs directly attributable to the acquisition of inventory and any
cost of conversion. Trade discounts and rebates are deducted in the costs of the purchase of finished goods. A
write-down is recorded to cost of goods sold for any slow moving or obsolete inventory.

Cost to obtain a contract

The Company pays sales commission to its employees for each contract that they obtain from the sale of MDMA.
The Company applies the optional practical expedient to immediately expense costs to obtain a contract if the
amortisation period of the asset that would have been recognised is one year or less. As such, sales commissions
are immediately recognised as an expense and included as part of employee benefits.



PharmAla Biotech Holdings Inc.

Notes to Consolidated Financial Statements

For the Years Ended August 31, 2025 and August 31, 2024
(Expressed in Canadian Dollars)

Financial assets
Initial recognition and measurement

Non-derivative financial assets within the scope of IFRS 9 are classified and measured as “financial assets at fair
value”, as either fair value through profit and loss ("FVTPL") or fair value through other comprehensive income
("FVOCI"), and “financial assets at amortized costs”, as appropriate. The Company determines the classification of
financial assets at the time of initial recognition based on the Company’s business model and the contractual terms
of the cash flows.

All financial assets are recognized initially at fair value plus, in the case of financial assets not at FVTPL, directly
attributable transaction costs on the trade date at which the Company becomes a party to the contractual provisions
of the instrument.

Financial assets with embedded derivatives are considered in their entirety when determining their classification at
FVTPL or at amortized cost. The Company has measured cash at FVTPL, short term investments, accounts
receivables and subscription receivables at amortized cost.

Subsequent measurement — financial assets at amortized cost

After initial recognition, financial assets measured at amortized cost are subsequently measured at the end of each
reporting period at amortized cost using the Effective Interest Rate (“EIR”) method. Amortized cost is calculated by
taking into account any discount or premium on acquisition and any fees or costs that are an integral part of the
EIR. The EIR amortization is included in profit or loss.

Subsequent measurement — financial assets at FVTPL

Financial assets measured at FVTPL include financial assets management intends to sell in the short term and any
derivative financial instrument that is not designated as a hedging instrument in a hedge relationship. Financial
assets measured at FVTPL are carried at fair value in the statement of financial position with changes in fair value
recognized in other income or expense in the statement of loss. The Company does not measure any financial
assets at FVTPL.

Subsequent measurement — financial assets at FVOCI

Financial assets measured at FVOCI are non-derivative financial assets that are not held for trading and the
Company has made an irrevocable election at the time of initial recognition to measure the assets at FVOCI. The
Company does not measure any financial assets at FVOCI.

After initial measurement, investments measured at FVOCI are subsequently measured at fair value with unrealized
gains or losses recognized in other comprehensive income or loss in the statement of comprehensive loss. When
the investment is sold, the cumulative gain or loss remains in accumulated other comprehensive income or loss and
is not reclassified to profit or loss.

Dividends from such investments are recognized in other income in the statement of loss when the right to receive
payments is established.

Derecognition

Afinancial asset is derecognized when the contractual rights to the cash flows from the asset expire, or the Company
no longer retains substantially all the risks and rewards of ownership.
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Impairment of financial assets

The Company’s only financial assets subject to impairment are other accounts receivable, which are measured at
amortized cost. The Company has elected to apply the simplified approach to impairment as permitted by IFRS 9,
which requires the expected lifetime loss to be recognized at the time of initial recognition of the receivable. To
measure estimated credit losses, accounts receivable have been grouped based on shared credit risk
characteristics, including the number of days past due. An impairment loss is reversed in subsequent periods if the
amount of the expected loss decreases and the decrease can be objectively related to an event occurring after the
initial impairment was recognized. The Company uses the simplified approach, which permits the use of a lifetime
expected loss provision to determine the expected credit losses.

Financial liabilities
Initial recognition and measurement

Financial liabilities are measured at amortized cost, unless they are required to be measured at FVTPL as is the
case for held for trading or derivative instruments, or the Company has opted to measure the financial liability at
FVTPL. Accounts payable and accrued liabilities and customer deposits are measured at amortized cost.

Subsequent measurement — financial liabilities at amortized cost

After initial recognition, financial liabilities measured at amortized cost are subsequently measured at the end of
each reporting period at amortized cost using the EIR method. Amortized cost is calculated by taking into account
any discount or premium on acquisition and any fees or costs that are an integral part of the EIR. The EIR
amortization is included in profit or loss.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged, cancelled or expires with
any associated gain or loss recognized in other income or expense in the statement of loss.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all
of its liabilities. Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue
costs.

Classification of financial instruments

The following is a summary of significant categories of financial instruments outstanding at August 31, 2024

Cash and cash equivalents FVTPL

Short-term investments Amortized cost
Accounts receivables Amortized cost
Subscription receivables Amortized cost
Accounts payable and accrued liabilities Amortized cost
Customer deposits Amortized cost

Carrying value and fair value of financial assets and liabilities are approximately equal.
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Fair value hierarchy

The Company classifies financial instruments recognized at fair value in accordance with a fair value hierarchy that
prioritizes the inputs to valuation technique used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy are described
below:

Level 1 — Unadjusted quoted prices in active markets that are accessible at the measurement date for identical,
unrestricted assets or liabilities.

Level 2 — Quoted prices in markets that are not active, or inputs that are observable, either directly or indirectly, for
substantially the full term of the asset or liability.

Level 3 — Prices or valuation techniques that require inputs that are both significant to the fair value measurement
and unobservable (supported by little or no market activity).

Short-term investments

Short-term investments consist of investments in term deposits and GICs with terms to maturity of greater than 90
days. These short-term investments are measured at amortized cost as they consist solely of payments of principal
and interest and the intention is to hold these financial assets and collect the related cash flows.

As at August 31, 2025, the short-term investments consist of:

Term Accrued
Principal Rate Maturity Issue date (days) interest
GIC (CAD) $ 900,000 3.45% 02-Jan-26 03-Jan-25 364 $ 20,473

The GIC is denominated in CAD and is cashable at any time. As the Company intends to hold this balance to maturity
both have been classified as short-term investments as opposed to cash equivalents. During the year, the Company’s
U.S. $100,000 USD ($144,380 CAD) term deposit matured, and the Company redeemed $200,000 of the CAD GIC,
for total redemptions of $344,380.

Investment in joint venture

The Company holds an interest in a joint venture, Cortexa Limited Pty. The Company has assessed the nature of
its joint arrangements and determined it to be a joint venture, whereby the Company has rights to the net assets of
the arrangement, rather than rights to its assets and obligations for its liabilities. An interest in a joint venture is
accounted for using the equity accounting method in accordance with IAS 28. It is recognized initially at cost, which
includes transaction costs. After initial recognition, the consolidated financial statements include the Company’s
share of the profit or loss and other comprehensive income (“OCI”) of equity accounted investees until the date on
which significant influence or joint control ceases. If the Company’s share of losses of a joint venture equals or
exceeds its interest in the joint venture, the Company discontinues recognizing its share of further losses. The
interest in a joint venture is the carrying amount of the investment in the joint venture together with any long-term
interests that, in substance, form part of the Company’s net investment in the joint venture. Such items include long-
term receivables and loans. Losses recognized using the equity accounting method in excess of the entity's
investment in shares are applied to the other components of the Company's interest in the joint venture in the
reverse order of their liquidity. Unrealized gains and losses on transactions between the Company and its joint
ventures are eliminated to the extent of the Company’s interest in those entities. Where unrealized losses are
eliminated, the underlying asset is also tested for impairment.
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Stock based payments

The Company may grant stock options to acquire common shares of the Company to directors, officers, employees
and consultants. An individual is classified as an employee when the individual is an employee for legal or tax
purposes, or provides services similar to those performed by an employee.

Stock options granted to directors, officers and employees are measured at their fair values determined on their
grant date, using the Black-Scholes option pricing model, and are recognized as an expense over the vesting
periods of the options on a graded basis. Options granted to consultants or other non-insiders are measured at the
fair value of goods or services received from these parties, or at their Black-Scholes fair values if the fair value of
goods or services received cannot be measured. A corresponding increase is recorded to equity reserves for share-
based payments recorded.

When stock options are exercised, the cash proceeds along with the amount previously recorded as equity reserves
are recorded as share capital. When the right to receive options is forfeited before the options have vested, any
expense previously recorded is reversed.

Restricted share units (“RSU”s) and Performance Share Units (“PSU”s)

The Company grants RSUs and PSUs to acquire common shares of the Company to directors, officers, employees,
and consultants. The fair value of RSUs and PSUs are measured at grant date, using the closing quoted bid price
on the issuance date.

Equipment

Equipment is stated at cost less accumulated depreciation and impairment loss. The cost of an asset consists of its
purchase price and any directly attributable costs of bringing the asset to its present working condition and location
for its intended use. Depreciation of each asset is calculated using the straight-line method to allocate its cost less
its residual value over its estimated useful life. The estimated useful life of the equipment is 3 years, in which is
depreciated over that time.

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each statement of financial
position date. An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount. Gains and losses on disposal are determined by
comparing the proceeds with the carrying amount and are recognized within the statement of loss and other
comprehensive loss.

Intangible assets

Intangible assets consist of costs incurred to acquire patents, unpatented technology, in progress research,
development programs, and trademarks. Development expenditures are capitalized as intangible assets only if the
expenditure can be measured reliably, the process is technically and commercially feasible, future economic
benefits are probable to the Company and the Company has sufficient resources to complete the development and
use or sell the asset. Otherwise, it is recognized in the consolidated statements of comprehensive loss as incurred.
Research costs are expensed in the period that they are incurred.

The useful lives of intangible assets are assessed as either finite or indefinite. Intangible assets with finite lives are
amortized over the useful economic life and assessed for impairment whenever there is an indication that the
intangible asset may be impaired. The amortization period and the amortization method for an intangible asset with
a finite useful life are reviewed at least at each financial year end. Changes in the expected useful life or the expected
pattern of consumption of future economic benefits embodied in the asset is accounted for by changing the
amortization period or method, as appropriate, and are treated as changes in accounting estimates.
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Intangible assets with indefinite lives, or not yet available for use are not amortized, and are subject to an annual
recoverability impairment assessment.

Detail Rate Method

MDXX 20 years Straight-line
Process development 15 years Straight-line
Drug delivery 10 years Straight-line

Impairment of long-lived assets and intangible assets

Long-lived assets and intangible assets are reviewed for impairment at each reporting period or whenever events
or changes in circumstances indicate that the carrying amount of an asset exceeds its recoverable amount. For
the purpose of impairment testing, assets that cannot be tested individually are grouped together into the smallest
group of assets that generates cash inflows from continuing use that are largely independent of the cash inflows
of other assets or groups of assets (the cash-generating unit, or "CGU"). The recoverable amount of an asset or a
CGU is the higher of its fair value, less costs to sell, and its value in use. If the carrying amount of an asset exceeds
its recoverable amount, an impairment charge is recognized immediately in profit or loss equal to the amount by
which the carrying amount exceeds the recoverable amount. Where an impairment loss subsequently reverses,
the carrying amount of the asset is increased to the lesser of the revised estimate of recoverable amount, and the
carrying amount that would have been recorded had no impairment loss been recognized previously.

The estimated useful lives, residual values, and amortization methods are reviewed at each year end or more
frequently if events or changes in circumstances indicate potential impairment, and any changes in estimates are
accounted for prospectively.

An intangible asset is derecognised upon disposal (i.e., at the date the recipient obtains control) or when no future
economic benefits are expected from its use or disposal. Any gain or loss arising upon derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included
in the statement of profit or loss.

Research and development

Expenditures during the research phase are expensed as incurred. Expenditures during the development phase
are capitalized as internally generated intangible assets if the Company can demonstrate each of the following
criteria:

o the technical feasibility of completing the intangible asset so that it will be available for use or sale;

its intention to complete the intangible assets and use or sell it;

how the asset will generate future economic benefits;

the availability of resources to complete the asset; and

the ability to measure reliably the expenditure during development.

Financing costs

Costs incurred to obtain equity financing are deducted from the value assigned to shares issued. When costs are
incurred prior to the closing of a financing arrangement, these amounts are presented as a deferred asset until the
financing has closed. When an expected financing arrangement does not occur, any deferred costs are recorded
as an expense.
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Government assistance

Government assistance consist of grants received under the refundable scientific research and experimental
development tax credits (“SR&ED”) as well as those received from other government programs (i.e. Intellectual
Property Ontario (“IPON”). Currently government assistance is recorded in net income or loss upon cash receipt.
When reasonable assurance exists that the Company has complied with the terms and conditions of the grants and
that the grant will be received the grant will be recorded on an accrual basis and as a recovery of the related
expenses. During the year ended August 31, 2024, the Company received $130,000 in grants from IPON, which
are reflected as a reduction in Professional Fees (2024 - $130,000). During the year ended August 31, 2025, the
IPON program was changed such that the legal professionals received the grant funding directly and the Company
was only invoiced for its portion of the related expenses.

Income taxes

Tax provisions are recognized when it is considered probable that there will be a future outflow of funds to a taxing
authority. In such cases, a provision is made for the amount that is expected to be settled, where this can be
reasonably estimated. This requires the application of judgment as to the ultimate outcome, which can change
over time depending on facts and circumstances. A change in estimate of the likelihood of a future outflow and/or
in the expected amount to be settled would be recognized in income in the period in which the change occurs.
Deferred tax assets or liabilities, arising from temporary differences between the tax and accounting values of
assets and liabilities, are recorded based on tax rates expected to be enacted when these differences are reversed.

Deferred tax assets are recognized only to the extent it is considered probable that those assets will be recovered.
This involves an assessment of when those deferred tax assets are likely to be realized, and a judgment as to whether
or not there will be sufficient taxable profits available to offset the tax assets when they do reverse. This requires
assumptions regarding future profitability and is therefore inherently uncertain. To the extent assumptions regarding
future profitability change, there can be an increase or decrease in the amounts recognized in respect of deferred tax
assets as well as in the amounts recognized in income in the period in which the change occurs.

Tax provisions are based on enacted or substantively enacted laws. Changes in those laws could affect amounts
recognized in income both in the period of change, which would include any impact on cumulative provisions, and
in future periods.

Harmonised sales tax (HST)

Expenses and assets are recognised net of the amount of HST, except:

o When the sales tax incurred on a purchase of assets or services is not recoverable from the taxation authority,
in which case, the HST is recognised as part of the cost of acquisition of the asset or as part of the expense
item, as applicable

o When receivables and payables are stated with the amount of HST included

The net amount of sales tax recoverable from, or payable to, the taxation authority is included as part of receivables
or payables in the statement of financial position.
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Loss per share

Basic loss per share is calculated by dividing net loss by the weighted average number of common shares
outstanding during the period which excludes shares held in escrow. All of the escrow shares are considered
contingently returnable until the Company completes a qualifying transaction and, accordingly, are not considered
to be outstanding shares for the purposes of the loss per share calculation.

Diluted loss per share is determined by adjusting the loss attributable to common shareholders and the weighted
average number of common shares outstanding for the effects of dilutive instruments, which includes stock options,
as if their dilutive effect was at the beginning of the period. The calculation of the diluted number of common shares
assumes that proceeds received from the exercise of “in-the-money” stock options and common share purchase
warrants are used to purchase common shares of the Company at their average market price for the period.

In periods that the Company reports a net loss, any stock options or warrants outstanding are excluded from the
calculation of diluted loss per share as their inclusion would be anti-dilutive.

Foreign currency transactions

Monetary assets and liabilities denominated in foreign currencies are translated into Canadian dollars at the closing
exchange rate being the rate prevailing on the statement of financial position date. Non-monetary assets and
liabilities are translated at historical rates of exchange at the time of the acquisition of assets or obligations incurred.
Revenues and expenses are translated at the rate of exchange in effect at the date of the transactions. Foreign
exchange translation gains and losses are recorded in operations in the period in which they occur.

Operating segments
The Company operates in one segment, which is the development, manufacture, license and sale of MDMA and
MDXX class molecules.

Summary of accounting estimates, judgments, and assumptions

The preparation of these consolidated financial statements under IFRS requires management to make certain
estimates, judgments and assumptions about future events that affect the amounts reported in the financial
statements and related notes to the financial statements. Although these estimates are based on management’s
best knowledge of the amount, event or actions, actual results may differ from those estimates and these differences
could be material.

The areas which require management to make significant judgements, estimates and assumptions in determining
carrying values include, but are not limited to:

Revenue recognition

Revenue is recognized when the revenue recognition criteria expressed in the accounting policy stated above for
Revenue Recognition have been met. Judgment may be required when allocating revenue or discounts on sales
amongst the various elements in a sale involving multiple deliverables, or performance obligations that are satisfied
over time.

The Company collects advance payments in accordance with the contract terms. These payments are deferred as
customer deposits until such time as the revenue recognition criteria are met, at which time the customer deposit is
recognized as revenue.

Non-cash consideration is recognized at fair value, which is based on the stand-alone selling price of the MDMA
product.
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Income taxes

The calculation of income taxes requires judgment in interpreting tax rules and regulations. There are transactions
and calculations for which the ultimate tax determination is uncertain. The Company’s tax filings also are subject to
audits, the outcome of which could change the amount of current and deferred tax assets and liabilities.
Management believes that it has sufficient amounts accrued for outstanding tax matters based on information that
currently is available.

Management judgment is used to determine the amounts of deferred tax assets and liabilities and future tax liabilities
to be recognized. In particular, judgment is required when assessing the timing of the reversal of temporary
differences to which future income tax rates are applied.

Share-based payments and shares issued for non-cash consideration

The Company is required to measure these transactions at fair value, which requires judgment in selecting the
valuation models and techniques and the inputs into those models.

The fair value of stock-based compensation and warrants are estimated using the Black-Scholes option pricing
model and rely on a number of estimates, such as the expected life of the option, the volatility of the underlying
share price, the risk free rate of return, and the estimated rate of forfeiture of options granted.

Going concern

Management assessment of going concern and uncertainties of the Company's ability to raise additional capital
and/or obtain financing to meet its commitments.

The capitalization of costs for internally generated intangible assets

The capitalization of costs for internally generated intangible assets is subject to judgment including the technical
feasibility, timeframe to commercialization, assessment of availability of resources to complete the project, and if
economic benefits will be generated from its use.

Impairment of intangible assets

The recoverability of capitalized intangible assets which are included in the consolidated statements of financial
position. Management's assessment of whether indicator of impairment are present requires judgment based on
facts and circumstances as reporting period ends. There is a material degree of judgment with respect to the
estimates of the recoverable amounts of the CGU, given the necessity of making key economic assumptions about
the future.

Estimated Useful Lives of Equipment and Intangible Assets

Depreciation of equipment and intangible assets is dependent upon estimates of useful lives based on
management’s judgment.

Valuation of inventory

The Company adjusts inventory values so that the carrying values do not exceed the net realizable value. The
valuation of inventory at the lower of cost or net realizable value requires the use of estimates with regards to the
amount of current inventory that will be sold, the prices at which it will be sold, and an estimate of expected orders
from customers. Additionally, the estimates reflect changes in products or changes in demand because of various
factors, including the market for products, obsolescence, change in product offerings, technology changes and
competition. During the year ended August 31, 2025, no provision for obsolescence was taken (2024 - $nil).
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Accounting for joint venture

Judgement is required to classify the joint arrangement as a joint venture. The joint arrangement is held through a
separate vehicle and the terms of the Joint Venture Agreement indicate the Company has the rights to the net
assets and both joint venture parties have equal control. As a result, Cortexa is a joint venture.

Functional currency

The determination of the functional currency of the Company and its subsidiary requires judgments about the
primary economic environment in which the Company operates. Any change in those judgments that leads to a
change in the functional currency is recognized prospectively from the date of change.

Accounting standards issued but not yet applied

IFRS 18, Presentation and Disclosure in Financial Statements

The IASB has issued IFRS 18, the new standard on presentation and disclosure in financial statements, with a focus
on updates to the statement of profit or loss. The key new concepts introduced in IFRS 18 relate to: the structure of
the statement of profit or loss; required disclosures in the financial statements for certain profit or loss performance
measures that are reported outside an entity’s financial statements ( that is, management-defined performance
measures); and enhanced principles on aggregation and disaggregation which apply to the primary financial
statements and notes in general.

IFRS 18 will replace IAS 1; many of the other existing principles in IAS 1 are retained, with limited changes. IFRS 18
will not impact the recognition or measurement of items in the financial statements, but it might change what an entity
reports as its “operating profit or loss”. IFRS 18 will apply for reporting periods beginning on or after January 1, 2027
and also applies to comparative information. Management is currently assessing the impact of this standard.

In May 2024, the International Accounting Standards Board (IASB) issued narrow scope amendments to IFRS 9
Financial Instruments and IFRS 7 Financial Instruments: Disclosures. The amendments are effective for annual
reporting periods beginning on or after January 1, 2026.

There are no other standards, interpretations or amendments to existing standards that are not yet effective that are
expected to have a material impact on the consolidated financial statements of the Company.

4. ACCOUNTS RECEIVABLES

Accounts receivables consist of: August 31, August 31,

2025 2024
Trade receivables $ 78,133 $ 200,890
Other receivables 18,949 18,949
Expected credit loss (59,290) (39,463)
Total $ 37,791 $ 180,376
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ACCOUNTS RECEIVABLES - (continued)

Trade receivables are non-interest bearing and are generally on terms of 30 to 90 days. The aging of the gross

trade receivables at each reporting date was as follows:

Past due Past due Past due Past due
Current 1-30 31-60 61-90 >90 Total
August 31, 2025 $ - $ 18,028 $ - $ - $ 60,105 $ 78,133
August 31, 2024 $ 90,811 § 77688 $ 6,780 $ - $ 2561 $ 200,890
Expected credit loss:
Balance, August 31, 2023 $ 16,863
Additions 22,600
Balance, August 31, 2024 $ 39,463
Additions 14,830
Foreign exchange 4,997
Balance, August 31, 2025 $ 59,290
5. PREPAID EXPENSES, DEPOSITS AND OTHER ASSETS
Prepaid expenses, deposits and other assets consist of:
August 31, August 31,
2025 2024
Prepaid expenses $ 24525 $ 23,703
Contract asset 201,528 -
Deposits and other assets 27,903 35,450
Total $ 253,956 $ 59,153

The contract asset represents the right to receive a perpetual license of the clinical trial data from a customer as a
result of a contract under which the Company provided the MDMA product for their clinical trial, which was valued
at $201,528 based on the stand-alone selling price of the related MDMA product. As the Company has not yet
received any access to data, as a result of the early stage of the related clinical trial, the amount is reflected as a
contract asset, when the related clinical trial data is made available, the Company will reassess the nature and

classification of the asset at that point.

6. INVENTORY

Inventory consists of:

August 31, August 31,

2025 2024

Work in process $ 84,161 $ -
Finished goods 285,548 353,534
Total $ 369,709 $ 353,534

Cost of inventory recognized as an expense in cost of sales for the year ended August 31, 2025 was $40,388 (2024

— $93,745).
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7. INTANGIBLE ASSETS

Intangible assets consist of deferred development costs for internally generated intangible assets such as:

e Patents of novel MDXX class compounds, as well as novel synthesis routes to manufacture these molecules;
e Preclinical testing of MDXX molecules to advance development of the molecules through regulatory pathway

into human trails.

e Development of manufacturing pathways allowing for the manufacture and testing of clinical-grade MDMA at

scale; and

e The development of novel delivery mechanisms for non-scheduled, and MDMA and MDXX class compounds.

Process Drug Preclinical
Cost MDXX Development Delivery Testing Total
Balance, August 31, 2023 $ 574371 $§ 921,665 $ 27,500 $ 234,599 $ 1,758,135
Additions 226,419 - - - 226,419
Reclassifications 234,599 - - (234,599) -
Balance, August 31, 2024 $ 1035389 §$ 921665 $ 27,500 $ - $ 1,984,554
Additions 32,328 - - - 32,328
Balance, August 31, 2025 $ 1,067,717 $ 921,665 $ 27,500 $ - $ 2,016,882

Process Drug Preclinical
Amortization MDXX Development Delivery Testing Total
Balance, August 31, 2023 $ - $ 61,649 $ - $ - $ 61,649
Amortization 4,314 61,444 2,750 - 68,508
Balance, August 31, 2024 $ 4314 $ 123,093 § 2,750 $ - $§ 130,157
Amortization 52,429 61,444 2,752 - 116,625
Balance, August 31, 2025 $ 56,743 $ 184,537 $ 5,502 $ - $ 246,782

Process Drug Preclinical
Net Book value MDXX Development Delivery Testing Total
Balance, August 31, 2024 $ 1,031,075 $ 798572 $ 24,750 $ - $ 1,854,397
Balance, August 31, 2025 $ 1010974 $ 737,128 $ 21,998 $ - $ 1,770,100

During the year ended August 31, 2024, the Company successfully obtained patents over two MDXX molecules, ALA
002 and APA 01, which utilized the preclinical testing data previously capitalized. As a result of being granted the
patents, the Company reclassified the Preclinical Testing to MDXX and commenced amortization over the 20 year
patent life. Further, the drug delivery asset, related to nasal spray applications, was determined to be ready for use and
as a result amortization was commenced during the year.

As all intangible assets were being amortized during the years ended August 31, 2025 and 2024, the Company
performed an assessment of impairment indicators and having determined that none were present and did not proceed

with a quantitative impairment test
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8. SHARE CAPITAL

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

Common shares issued

Number of Share Capital
Shares

Balance August 31, 2023 86,082,552 $ 5,139,502
Share issuance 4,166,665 750,000
Fair value of warrants - (380,579)
Issue costs - (52,884)
Exercise of stock options 875,000 130,715
Shares issued for services 600,000 108,000
Balance, August 31, 2024 91,724,217 $ 5,694,754
Share for debt settlement 459,770 138,680
Issue costs - (3,048)
Proceeds from private placement 8,676,221 1,558,672
Fair value of warrants - (867,422)
Issue costs - (31,100)
Vesting of RSUs 4,784,545 838,078
Exercise of stock options 850,000 74,069
Exercise of warrants 110,000 49,795
Balance, August 31, 2025 106,604,753 $ 7,452,478

On April 19, 2024, the Company closed its non-brokered private placement issuing 4,166,665 units at a price of
$0.18 per unit for aggregate gross proceeds of $750,000, and incurred share issuance costs of $52,884. Each unit
shall consist of one common share in and one-half of one warrant. Each warrant will entitle the holder thereof to
acquire one additional common share at a price of $0.27 prior to April 19, 2027. The warrants were valued at
$380,579 using the Black-Scholes option-pricing model. The following weighted average assumptions were used:
share price - $0.215; risk free interest rate — 4.11%; expected volatility — 169.24%; expected dividend yield - nil;
expected life - 3 years.

On April 19, 2024, the Company issued 600,000 common shares in exchange for consulting services in the
amount of $108,000, valued at $0.18 per share.

On November 14, 2024, the Company issued 459,770 common shares in exchange for settlement of accounts
payable in the amount of $100,000, the extinguishment of the liability at the market price of the common shares
resulted in a loss on debt settlement of $35,632.

On December 20, 2024, the Company closed its non-brokered private placement issuing 8,676,221 units at a
price of $0.18 per unit for aggregate gross proceeds of $1,561,720, and incurred share issuance costs of $31,100.
Each unit shall consist of one common share in and one-half of one warrant. Each warrant will entitle the holder
thereof to acquire one additional common share at a price of $0.27 prior to December 20, 2027. The warrants
were valued at $867,422 using the Black-Scholes option-pricing model. The following weighted average
assumptions were used: share price - $0.24; risk free interest rate — 2.99%; expected volatility — 160.5%;
expected dividend yield - nil; expected life - 3 years.

Warrant exercises
During the year ended August 31, 2025, the Company received funds for the exercise of 110,000 warrants for gross
proceeds of $29,700, with a black scholes value of $20,095.
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Option exercises
During the year ended August 31, 2024, the Company received funds for the exercise of 875,000 options for gross
proceeds of $75,000, with a black scholes value of $55,715.

During the year ended August 31, 2025, the Company received funds for the exercise of 850,000 options for gross
proceeds of $42,500, with a black scholes value of $31,569.

RSU Vesting

During the year ended August 31, 2025, as a result of the vesting of RSUs (note 9) the Company issued 4,784,545
common shares and reclassified the grant date fair value of the vested awards from contributed surplus to share capital,
amounting to $846,625 (2024 - $nil), which included a value of $8,548 attributable to withholding taxes that were net
settled through the issuance of fewer common shares with a corresponding value of $8,548, resulting in a net amount of
share capital issued of $838,078.

9. RESTRICTED SHARE UNITS AND PERFORMANCE SHARE UNITS

Restricted Share Units

Under the Company's Restricted Stock Unit (‘RSU”) plan (“‘RSU Plan”), the Company may issue RSUs to directors,
officers, employees, and consultants, and may be granted for a maximum term of ten years from the date of the grant.
The Board of Directors are responsible for determining if the RSU vest immediately or have vesting conditions.

The Company had the following RSUs activity during the years noted:

Number of
RSUs
Balance, August 31, 2023 -
Granted 6,375,000
Balance, August 31, 2024 6,375,000
Granted 1,700,000
Vested and issued (4,853,125)
Balance, August 31, 2025 3,221,875
Number of Number of Number of Grant Date
RSUs RSUs RSUs Fair Value
Grant Date Granted Velsst::eﬁ Outstanding Per RSU
November 3, 2023 2,300,000 - 2,300,000 0.12
March 8, 2024 2,075,000 1,653,125 421,875 0.20
July 30, 2024 2,000,000 2,000,000 - 0.11
December 13, 2024 1,500,000 1,000,000 500,000 0.25
January 27, 2025 200,000 200,000 - 0.23
Balance, August 31, 2025 8,075,000 4,853,125 3,221,875
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9. RESTRICTED SHARE UNITS AND PERFORMANCE SHARE UNITS - continued

On November 3, 2023, the Company issued 2,300,000 RSUs to Clariti Strategic Advisors Inc, which vest based upon
liquidity event and have an expiry date of 10 years. During the year ended August 31, 2025, the Company revised
the estimated timeline for meeting the liquidity event vesting condition, formerly assumed to be a 2 year period the
timeline was revised to 3 years, which resulted in a recovery of $37,904 of stock-based compensation recognized
during the year ended August 31, 2024.

On March 8, 2024, the Company issued 2,075,000 RSUs to certain directors, officers, employees and consultants,
950,000 RSUs granted vest quarterly over a one-year period with the remaining 1,125,000 RSUs vesting quarterly
over a two year period.

On July 30, 2024, the Company issued 2,000,000 RSUs to the CEO, vesting quarterly over a one year period.

On December 13, 2024, the Company issued 1,000,000 RSUs to the CFO, vesting quarterly over a one year period.
Further, on December 13, 2024, the Company issued 500,000 RSUs, vesting immediately, to a consultant as bonus
compensation for their contributions during the period.

On January 27, 2025, the Company issued 200,000 RSUs to an employee, vesting 50% immediately, 25% in three
months from the grant date and the remainder in six months from the grant date. The awards fully vested; however,
only 162,840 common shares were issued as the awards were settled net of withholding taxes on the awards and
the corresponding number of common shares were withheld by the Company with a value of $8,548.

For the year ended August 31, 2025, the Company recorded share-based compensation of $775,340 (August 31,
2024 - $428,096) related to the vesting of the restricted share units.

Performance Share Units

Under the Company’s omnibus equity incentive plan (the “Equity Incentive Plan”) the Company may grant
Performance Share Units (“PSU”) to directors, officers, employees, and consultants, and may be granted for a
maximum term of ten years from the date of the grant. The Board of Directors are responsible for determining if the
PSUs vest immediately or have vesting conditions.

During year ended August 31, 2025, the Company granted 500,000 PSUs, 250,000 of which vest on achieving a
target of $2.5M of combined sales or equity proceeds and 250,000 which vest upon achieving a target of $3M
combined sales or equity proceeds for the year ended August 31, 2025. The grant date fair value per PSU was
$0.25, as of August 31, 2025, none of these PSUs have vested and no share-based compensation has been
recognized in respect of these awards.

Additionally, on February 6, 2025, the Company granted 1,000,000 PSUs to an advisor, which vest based on various
performance metrics. 1/3 vests based on established market outreach metrics; 1/3 vests on the occurrence of
financing of more than $500,000 USD sourced by the advisor and, the final 1/3 vests based on certain sales metrics.
If all objectives are met, but the advisor falls short of the established metrics, they will be compensated 150,000
common shares or $45,000 of value in common shares at the then market price, whichever is lower. The grant date
fair value per PSU was $0.25, as of August 31, 2025, the Company recognized share-based compensation of
$21,164 in respect of these awards.
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10. STOCK OPTIONS

The Company has adopted an incentive stock option plan in accordance with the policies of the Exchange (the
“Stock Option Plan”). Options may be granted for a maximum term of ten years from the date of the grant. They
are not transferable. Unless the Board determines otherwise, options shall be exercisable in whole or in part at
any time during this period. Options expire within 90 days of termination of employment or holding office as
director or officer of the Company and, in the case of death, expire within a maximum period of one year after
such death, subject to the expiry date of the option.

The Company had the following stock options activity during the years ended August 31, 2025 and 2024

Number of Stock Weighted

options Average

Exercise Price

Balance, August 31, 2023 6,040,000 $0.08
Issued 2,300,000 $0.175
Exercised (875,000) $0.09
Balance, August 31, 2024 7,465,000 $0.12
Issued 1,500,000 $0.105
Exercised (850,000) $0.05
Balance, August 31, 2025 8,115,000 $0.12

For the year ended August 31, 2025, the Company recorded share-based compensation of $128,674 (year ended
August 31, 2024 - $113,228) related to options granted.

(i) On August 12, 2021, the Company granted stock options to an employee to purchase 250,000 common shares
of the Company at an exercise price of $0.10 for a period of 5 years following the date of grant, vesting 5,000 options
per month until fully vested. The options were valued at $18,560 using a Black-Scholes valuation model with the
following assumptions: share price of $0.10 per common shares, expected dividend yield of 0%, expected volatility
of 100%, risk-free rate of 0.89%, and expected life of 5 years.

(ii) On January 5, 2022, the Company granted stock options to an employee to purchase 750,000 common shares
of the Company at an exercise price of $0.10 for a period of 5 years (expiring January 5, 2027) following the date
of grant, which 41,667, vest immediately, and the remainder vest equally over 36 months ended November 30,
2024. The options were valued at $55,324 using a Black-Scholes valuation model with the following assumptions:
share price of $0.10 per common shares, expected dividend yield of 0%, expected volatility of 100%, risk-free rate
of 0.89%, and expected life of 5 years.

(i) January 5, 2022, the Company granted stock options to directors, and officers to purchase 1,750,000 common
shares of the Company at an exercise price of $0.10 for a period of 5 years following the date of grant. Included in
the 1,750,000 options are 1,500,000 options vest over 12 months, the remaining options vest 25% every three
months. The options were valued at $130,525 using a Black-Scholes valuation model with the following
assumptions: share price of $0.10 per common shares, expected dividend yield of 0%, expected volatility of 100%,
risk-free rate of 1.42%, and expected life of 5 years.

(iv) On July 13, 2022, the Company granted stock options to a director to purchase 300,000 common shares of the
Company at an exercise price of $0.10 for a period of 5 years following the date of grant, which vest over 12 months.
The options were valued at $5,235 using a Black-Scholes valuation model with the following assumptions: share
price of $0.10 per common shares, expected dividend yield of 0%, expected volatility of 100%, risk-free rate of 3.13%,
and expected life of 5 years.
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10. STOCK OPTIONS (continued)

(v) On November 6, 2023, the Company granted stock options to advisors to purchase 2,300,000 common shares
of the Company at an exercise price of $0.175 for a period of 10 years following the date of grant, which vest upon
the occurrence of a liquidity event. The options were valued at $250,100 using a Black-Scholes valuation model
with the following assumptions: share price of $0.14 per common shares, expected dividend yield of 0%, expected
volatility of 177.69%, risk-free rate of 4.45%, and expected life of 2 years. During the year ended August 31, 2025,
the expected life was reassessed and adjusted to 3 years, the change resulted in a net reduction of previously
recognized share-based compensation expense of $31,857.

(vi)On May 29, 2025, the Company granted stock options to directors and officers to purchase 1,500,000 common
shares of the Company at an exercise price of $0.105 for a period of 5 years following the date of grant, which vest
quarterly over 12 months. The options were valued at $152,292 using a Black-Scholes valuation model with the
following assumptions: share price of $0.105 per common shares, expected dividend yield of 0%, expected volatility
of 154%, risk-free rate of 3.02%, and expected life of 5 years.

The following table reflects the stock options issued and outstanding as of August 31, 2025:
Weighted Average

Remaining Number of Number of Options

Exercise Contractual Life Options Vested

Expiry Date Price ($) (years) Outstanding (Exercisable)
March 23, 2026 0.05 0.56 160,000 160,000
June 18, 2026 0.10 0.80 1,025,000 1,025,000
August 12, 2026 0.10 0.95 330,000 330,000
January 5, 2027 0.10 1.35 750,000 750,000
January 5, 2027 0.10 1.35 1,750,000 1,750,000
July 13, 2027 0.10 1.87 300,000 300,000
November 6, 2033 0.18 8.19 2,300,000 -
May 29, 2030 0.105 4.75 1,500,000 386,301
Total 0.12 3.83 8,115,000 4,701,301

11. WARRANTS
The Company had the following activity regarding warrants during the years ended August 31, 2025 and 2024:

Number of Weighted Average

Warrants Exercise Price
Balance, August 31, 2023 - -
Issued (note 8) 2,083,331 $ 0.270
Balance, August 31, 2024 2,083,331 $ 0.270
Issued (note 8) 4,338,111 $ 0.270
Exercised (note 8) (110,000) $ 0.270
Balance, August 31, 2025 6,311,442 $ 0.270
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11.

WARRANTS (CONTINUED)

The following table reflects the warrants issued and outstanding as of August 31, 2025:

Weighted Average

Remaining Number of
Exercise Contractual Life Warrants

Expiry Date Price ($) (years) Outstanding
April 19, 2027 $ 0.270 1.63 1,973,331
December 20, 2027 $ 0.270 2.30 4,338,111

2.09 6,311,442

12

13.

As at August 31, 2023 the Company had no warrants outstanding. During fiscal 2024, in the private placement on
April 19, 2024, the Company issued 2,083,331 warrants, and in the private placement on December 20, 2024, the
Company issued another 4,338,111 warrants, as further discussed in Note 8. Further during the year ended
August 31, 2025, 110,000 warrants were exercised, see Note 8.

LOSS PER SHARE

For the years ended August 31, 2025 and 2024, basic and diluted loss per share has been calculated based on
the loss attributable to common shareholders and the weighted average number of common shares outstanding.
The potential dilutive effect of the shares issuable under the terms of options, warrants and RSUs has not been
included as their impact would be anti-dilutive.

FINANCIAL INSTRUMENTS AND OBJECTIVES AND POLICIES
Risk Management

In the normal course of business, the Company is exposed to a number of risks that can affect its operating
performance. These risks, and the actions taken to manage them, are as follows:

Fair Values

The Company has designated its cash as FVTPL which is measured at fair value. Fair value of cash is
determined based on transaction value and is categorized as a Level One measurement.

- Level One - includes quoted prices (unadjusted) in active markets for identical assets or liabilities.

- Level Two - includes inputs that are observable other than quoted prices included in Level One.

- Level Three - includes inputs that are not based on observable market data.

As at August 31, 2025 the carrying and fair value amounts of the Company's cash are approximately equivalent
due to its short term nature.

Credit Risk

Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment obligations. As at August
31, 2025, management believes that the credit risk with respect to cash and cash equivalents, subscription
receivables and accounts receivable is minimal. The accounts receivable are primarily from large research
institutions at reputable educational institutions, whereby the credit risk from these entities is minimal and the
Company further mitigates that risk by receiving up front deposits.
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13. FINANCIAL INSTRUMENTS AND OBJECTIVES AND POLICIES (Continued)

Liquidity Risk

Liquidity risk is the risk that the Company will encounter difficulty in satisfying its financial obligations. The Company
manages its liquidity risk by forecasting it operations and anticipating its operating and investing activities.

Less than 1
2025 Carrying Amount Contractual Year
Accounts payable 366,215 366,215 366,215
Accrued liabilities 192,695 192,695 192,695
Total $558,910 $558,910 $558,910

Less than 1
2024 Carrying Amount Contractual Year
Accounts payable 358,185 358,185 358,185
Accrued liabilities 192,695 192,695 192,695
Total $550,880 $550,880 $550,880
Market Risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate due to changes
in market risk factors.

The Company is exposed to currency risk as a result of certain of its bank balances, accounts receivable and
accounts payable being denominated in foreign currency. The Company does not employ any hedging instruments
to manage this risk. The sensitivity on foreign exchange gain or loss for a fluctuation of 10% in the applicable foreign
exchange rates as at August 31, 2025 is as follows:

Foreign Currency Exposure 2025
Cash - USD 10,801
Accounts receivable - USD 30,292
Accounts receivable - AUS 56,081
Accounts payable - USD (157,174)
Accounts payable - AUS (1,977)
Accounts payable - CHF (996)
Accrued liabilities - USD (40,096)
Accrued liabilities - AUS (53,063)
Sensitivity - 10% (15,613)
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14.

15.

16.

CAPITAL MANAGEMENT

The Company objectives when manages its capital is to ensure sufficient financial flexibility to achieve the ongoing
business objectives including funding of future growth opportunities, and pursuit of accretive acquisitions and to
maximize shareholder return through enhancing the share value.

The Company monitors its capital structure and makes adjustments according to market conditions in an effort to
meet its objectives given the current outlook of the business and industry in general. The Company may manage
its capital structure by issuing new shares, repurchasing outstanding shares, adjusting capital spending, or
disposing of assets. The capital structure is reviewed by management and the Board of Directors on an ongoing
basis. The Company's ability to continue to carry out its planned activities is uncertain and dependent upon the
continued financial support of its shareholders and securing additional financing.

The Company considers its capital to be its total shareholders’ equity.

Management reviews its capital management approach on an ongoing basis and believes that this approach, given
the relative size of the Company, is reasonable.

CUSTOMER DEPOSITS AND DEFERRED REVENUE

Customer deposits and deferred revenue relates to advance consideration received from customers for services yet
to be performed, generally, these consist of refundable deposits that become non-refundable upon the initiation of
manufacturing. Customer deposits and deferred revenue will be recognised as revenue as the Company satisfies
its performance obligation, ordinarily delivery to and acceptance by the customer. Below is a summary of deferred
revenue from contracts with customers and the significant changes in those balances during the noted periods:

August 31, August 31,

2025 2024

Opening balance, beginning of year $ 208,574 $ 189,787

Additions during the year 150,463 239,705
Deferred revenue recognized as revenue during the

year (83,002) (220,918)

Closing balance, end of year $ 276,035 $ 208,574

JOINT VENTURE

On May 1, 2023, the Company along with Australian-based Vitura Health Limited (ASX: VIT) each acquired a 50%
equity interest in Cortexa. Cortexa has exclusive rights to manufacture and distribute MDMA and Psilocybin in
Australia under GMP conditions using PharmAla’s manufacturing technology and intellectual property. Cortexa is
controlled by a board consisting of equal representatives of both the Company and Vitura. Cortexa is considered a
joint venture for accounting purposes and accordingly is accounted for using the equity method.

A joint venture is a contractual arrangement whereby the Company and other parties undertake an economic activity
that is subject to joint control (i.e. when the strategic, financial and operating policy decisions relating to the activities
of the joint venture require the unanimous consent of the parties sharing control).

PharmAla may make available from time to time products to Cortexa for import into Australia for supply to medical
practitioners under the Therapeutic Goods Administration (TGA) Authorised Prescriber 2 scheme.

Cortexa has a licence based on PharmAla’s manufacturing technology and intellectual property, allowing for the
manufacturing of MDMA and Psilocybin in Australia under GMP conditions. As at August 31, 2025, the Company
accrued license revenue receivable of $18,433 (AUS 20,833; August 31, 2024 - $18,949 (AUS 20,833)).
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JOINT VENTURE (continued)

The following table summarizes, in aggregate, the financial information of Cortexa. The amounts included in the
IFRS financial statements of the associate are presented in Australian dollars, and adjusted to reflect adjustments
made by the Company when using the equity method.

As of As of

August 31, 2025 August 31, 2024

(AUS) (AUS)

Cash 42,388 23,555
Total current assets 550,635 479,527
Total non-current assets - -
Total assets 550,635 479,527
Total current liabilities 85,475 85,258
Total non-current liabilities 1,571,219 1,012,665
Net assets (1,106,059) (618,396)
Year Ended Year Ended

August 31, 2025 August 31, 2024

(AUS) (AUS)

Revenue 79,375 166,122
Loss from continuing operations and total comprehensive loss 507,870 449,424

Under the equity method, the Company's share of losses in Cortexa equals or exceeds its interest in Cortexa, the
Company discontinues recognising its share of further losses. After the Company’s interest is reduced to zero,
additional losses are provided for, and a liability is recognised, only to the extent that the Company has incurred
legal or constructive obligations or made payments on behalf of Cortexa. If Cortexa subsequently reports profits,
the entity resumes recognising its share of those profits only after its share of the profits equals the share of losses
not recognised. The Company’s share of current loss is 50%, or $253,331 (2024 - $224,721). During the year ended
August 31, 2025, the Company contributed $17,030 ($19,000 AUS) to Cortexa, which resulted in a pick up of losses
in the corresponding amount. Cumulative losses of Cortexa attributed to the Company amount to $544,029.

As part of its operations the Company from time to time may sell either raw GMP or encapsulated product to Cortexa
to facilitate sales (downstream transaction), under the equity method transactions involving downstream sales must
be recognised only to the extent of unrelated investors’ interests. During the year ended August 31, 2024, the
Company made sales of $476,723 to Cortexa, and deferred the gain on sales of $157,430 as at August 31, 2024.
There were no additional product sales to Cortexa and the Company recognized $30,643 of the deferred gain during
the year ended August 31, 2025.

17. REVENUE
The following is a disaggregation of the Company’s revenues:
August 31, 2025 August 31, 2024
Product sales $ 379,828 $ 722,710
License revenue 225,670 224,337
Consulting revenue - 88,250
Balance, August 31, 2024 $ 605,498 $ 1,035,297
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REVENUE (continued)

18.

19.

Product Sales - by Geography August 31, 2025 August 31, 2024
Canada $ 29,575 $ 69,956
United States 350,253 32,378
Australia - 620,376

$ 379,828 $ 722,710
Product Sales - by Type August 31, 2025 August 31, 2024
SAP Sales $ 29,575 $ 29,590
Clinical Trial and Other Sales 350,253 693,120

$ 379,828 $ 722,710

License revenue is earned from Cortexa, which is located in Australia.
COMMITMENTS AND CONTINGENCIES
Sales contracts

Pursuant to the sales contracts with customers, the Company receives deposits for sales contracts. Certain upfront
costs are non-refundable, however due to the nature of the industry of which the Company operates in, completing
performance obligation for the contract often requires regulatory approval from a number of agencies. The Company
is committed to completing its performance obligations.

Contingencies

From time to time, the Company may become involved in various claims and litigation as part of its normal course
of business. The Company is not currently aware of any material claims and litigation that it is party to at this time.

RELATED PARTY TRANSACTIONS

Related parties include the Board of Directors, officers, close family members and enterprises that are controlled by
these individuals as well as certain persons performing similar functions.

The former Chief Financial Officer ("CFQO") of the Company is the managing director of Marrelli Support Services
Inc. ("MSSI"). The CFO contract was terminated and officially ended September 30, 2024; however, entities related
to the former CFO continued to provide various services to the Company, as further described below. During the
year ended August 31, 2025, the Company paid for professional fees of $60,949 (2024 — $78,801) to Marrelli
Support Services Inc., DSA Corporate Services Inc., DSA Filling Services Limited, and Marrelli Trust Company
Limited, collectively, the ("Marrelli Group"), while the Company continued to contract with these parties, they cease
to be related party transactions. The services provided by the Marrelli Group are for:

o Bookkeeping services;

e Regulatory filing services;

e Corporate secretarial services; and
e Transfer agent services.

These services are required by the Company to maintain its reporting issuer status. As at August 31, 2025, the
Marrelli Group was owed $5,006 (2024 - $3,571), and this amount is included in accounts payables and accrued
liabilities. These services were incurred in the normal course of business, and these costs are included in
professional fees.
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During the year ended August 31, 2025, the Company incurred consulting and payroll fees of $170,000 (2024 -
$146,167) to the Chief Executive Officer ("CEO") and companies controlled by the CEO. As at August 31, 2025, the
CEO and companies controlled by the CEO were owed $10,525 (August 31, 2024 - $nil) inclusive of HST, and this
amount was included in accounts payables and accrued liabilities. During the year ended August 31, 2025, the CEO
also received RSU’s resulting in stock-based compensation of $180,059 (2024 - $39,941).

During the year ended August 31, 2025, the Company incurred consulting fees of $96,000 (2024 — $105,836) to a
company controlled by the Chief Operating Officer ("COQ"). This service was incurred in the normal course of
business, and these costs are included in consulting fees. As at August 31, 2025, the Company has accrued $16,000
for consulting fees due to the COO (2024 - $27,654). During the year ended August 31, 2025, the COO also received
RSU’s resulting in stock-based compensation of $61,337 (2024 - $82,654) and stock options resulting in stock-
based compensation of $3,395 (2024 — 2,998).

During the year ended August 31, 2025, the Company incurred $79,000 in consulting fees (2024 - $5,000) to a
company owned by the successor CFO, of which $nil was included in accounts payable and accrued liabilities.
During the year ended August 31, 2025, the successor CFO also received RSU’s resulting in stock-based
compensation of $234,418 (2024 - $nil) and stock options resulting in stock-based compensation of $2,615 (2024
— $nil).

The Chief Commercial Officer (“CCQO”) was appointed in March 2025, during the year ended August 31, 2025, the
Company incurred $113,028 (2024 - $nil) to companies owned by the CCO for services as the CCO and for legal
services. During the year ended August 31, 2025, the CCO also received RSU’s resulting in stock-based
compensation of $125,000 (2024 - $nil) and stock options resulting in stock-based compensation of $2,615 (2024
— $nil).

See notes 8, 9 and 10.

During the year ended August 31, 2025, the Company incurred stock-based compensation expense to directors
and officers of $566,697 (2024 - $275,743).

20. INCOME TAXES
Rate reconciliation
A reconciliation of actual income tax expense and the accounting loss multiplied by the Company’s statutory tax
rate of 26.5% (2022 - 26.5%) is as follows:
August 31, 2025 August 31, 2024
Loss for the years ended before income taxes $ (2,175,244) $ (823,596)
Expected income tax recovery based on statutory rate (576,440) (218,253)
Adjustment to expected income tax benefit:
Share issuance costs (9,049) (33,652)
Share based payments 245,172 143,451
Other non-deductible items 61,090 (63,708)
Change in unrecorded deferred tax assets 279,231 172,162
Total $ - $ -
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Deferred tax assets and liabilities

Deferred income tax assets have not been recognized in respect of these items because it is not probable that
future taxable profit will be available against which the Company can use the benefits. Deferred income tax assets
have not been recognized in respect of the following deductible temporary differences:

As at, August 31, 2025 August 31, 2024
Non-Capital losses carry forward $ 1,069,552 $ 758,097
Share issuance costs 16,109 79,937
Capital assets 68,164 36,561
Deferred tax asset (liability) 1,153,825 874,595
Less: deferred tax asset not recognized (1,153,825) (874,595)
Deferred tax asset (liability) $ - $ -

Certain deferred tax assets have not been recognized because it is not probable that future taxable profit will be
available against which the Company can utilize the benefits therefrom.

Non-capital losses

As at August 31, 2025, the Company has non-capital losses available to reduce taxable income in future years
expiring as follows:

2041 § 42,039
2042 1,724,709
2043 676,501
2044 364,516
2045 1,153,825

$ 3,961,590

21. SUBSEQUENT EVENTS

Subsequent to year end, the Company had the following stock based compensation activity:

250,000 RSU’s vested to the Chief Financial Officer

97,045 RSU'’s vested to employees and contractors

187,500 RSU’s and 330,000 stock options were cancelled upon the resignation of the former COO
1,000,000 stock options with an exercise price of $0.12 were granted to the new COO, expiring October 3,
2030, vesting quarterly over one year.

225,000 RSU’s were granted to a director of PharmAla Australia, with 18,750 vesting immediately and the
balance vesting equally over a three-year period.
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On September 9, 2025, the Company issued 1,666,667 common shares in exchange for settlement of accounts
payable in the amount of $150,000, the extinguishment of the liability at the market price of the common shares
resulted in a loss on debt settlement of $58,333.
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