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G} Unaudited Condensed Interim Financial Statements

Critical Outcome For the three and nine months ended January 31, 2016 and 2015

Notice of No Audit or Review of Condensed Interim Financial Statements

The accompanying Interim Statements of Financial Position as at January 31, 2016, and April 30, 2015, of
Critical Outcome Technologies Inc., and the Interim Statements of Comprehensive Loss for the three and
nine month periods ended January 31, 2016 and 2015, and the Interim Statements of Changes in Equity
and the Interim Statements of Cash Flows for the nine month periods ended January 31, 2016 and 2015,
have been prepared by, and are the responsibility of the Company's management and have been
reviewed and approved by the Audit Committee as authorized by the Board of Directors.

Neither an audit nor review of the Interim Financial Statements is required by the Company's
independent auditor under regulatory reporting requirements, however, under National Instrument 51-
102 paragraph 4.3(3)(a), the Company must advise whether a review has occurred or not. Accordingly,
management advises that the Company's independent auditor, KPMG LLP, was not engaged to perform

a review of these Interim Financial Statements.



CRITICAL OUTCOME TECHNOLOGIES INC.

Interim Statements of Financial Position

(All amounts in Canadian dollars)
(Unaudited)

As at January 31, 2016 April 30, 2015
Assets
Current assets:
Cash and cash equivalents S 829,120 1,599,220
Short-term investments (note 6) 918,765 266,464
Investment tax credits and other receivables 133,730 170,445
Prepaid expenses and deposits 464,797 90,626
2,346,412 2,126,755
Non-currents assets:
Equipment (note 7) 51,919 42,290
Intangible assets (note 8) 1,233,418 1,324,144
1,285,337 1,366,434
S 3,631,749 S 3,493,189
Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities S 499,994 S 786,097
Warrant liability (note 9) 944,021 1,170,070
1,444,015 1,956,167
Shareholders' equity 2,187,734 1,537,022
S 3,631,749 S 3,493,189

Going concern (note 3)
Commitments (note 13)

Subsequent events (note 15)

See accompanying notes to interim financial statements



CRITICAL OUTCOME TECHNOLOGIES INC.

Interim Statements of Comprehensive Loss

(All amounts in Canadian dollars)
(Unaudited)

Three months ended Nine months ended
January 31,2016 January 31, 2015 January 31, 2016 January 31, 2015
Expenses (income):
Research and product development S 396,593 $ 345,520 S 1,043,879 $ 935,462
Sales and marketing 121,134 80,576 415,770 191,261
General and administration 474,931 584,000 1,434,600 1,844,204
Investment tax credits (28,589) (26,233) (57,527) (111,830)
964,069 983,863 2,836,722 2,859,097
Loss before finance income (expense) (964,069) (983,863) (2,836,722) (2,859,097)
Finance income (expense):
Interest income (expense), net 2,480 (15,948) 7,602 (53,175)
Change in fair value of warrant liability (note 9) 310,050 - 226,049 -
Foreign exchange gain (loss) 14,363 50,308 41,913 45,770
326,893 34,360 275,564 (7,405)
Loss and comprehensive loss S (637,176) $ (949,503) S (2,561,158) $ (2,866,502)
Loss per share:
Weighted average shares outstanding 127,910,546 113,356,049 124,889,729 105,925,630
Basic and diluted loss per common share S (0.01) S (0.01) S (0.02) S (0.03)

See accompanying notes to interim financial statements



CRITICAL OUTCOME TECHNOLOGIES INC.

Interim Statements of Changes in Shareholders' Equity

(All amounts in Canadian dollars)
(Unaudited)

For the nine months ended January 31, 2016

Total
Common Contributed Shareholders'
Shares Warrants  Total Capital Surplus Deficit Equity
Balance, April 30, 2015 $ 20,866,325 $ 5,873,753 $ 26,740,078 $ 560,275 $ (25,763,331) $ 1,537,022
Issuance of shares and warrants (note 10 (a)) 1,023,819 173,363 1,197,182 - - 1,197,182
Shares issued on contingency settlement (note 10 (b)) 250,340 - 250,340 - - 250,340
Warrant exercises (note 10 (c)) 1,914,783 (588,039) 1,326,744 - - 1,326,744
Warrant expiries (note 10 (d)) - (1,564,617) (1,564,617) 1,564,617 - -
Share option exercises (note 10 (e)) 191,635 - 191,635 (83,036) - 108,599
Share-based compensation (note 11) -

- - 329,005 - 329,005
Loss and comprehensive loss - - - - (2,561,158)  (2,561,158)

Balance, January 31, 2016 S 24,246,902 S 3,894,460 $ 28,141,362 S 2,370,861 S (28,324,489) $ 2,187,734

For the nine months ended January 31, 2015

Total

Common Contributed Shareholders'
Shares Warrants  Total Capital Surplus Deficit Equity

Balance, April 30, 2014 $ 17,793,769 $ 5,264,035 $ 23,057,804 $ 389,483 S (21,950,145) S 1,497,142
Issuance of shares and warrants 2,411,759 1,337,921 3,749,680 - - 3,749,680
Warrant amendments - 1,477,853 1,477,853 (1,488,014) - (10,161)
Warrant exercises 438,676 (147,906) 290,770 - - 290,770
Share-based compensation - - - 219,415 - 219,415

Option exercises 153,119 - 153,119 (62,800) 90,319
Loss and comprehensive loss - - - (2,866,502)  (2,866,502)

Balance, January 31, 2015 $ 20,797,323 $ 7,931,903 $ 28,729,226 S (941,916) S (24,816,647) $ 2,970,663

See accompanying notes to interim financial statements



CRITICAL OUTCOME TECHNOLOGIES INC.

Interim Statements of Cash Flows

(All amounts in Canadian dollars)
(Unaudited)

For the nine months ended

January 31, 2016

January 31, 2015

Cash provided by (used in):

Operating activities:
Loss
Items not involving cash:

$ (2,561,158)

$ (2,866,502)

Amortization - equipment 14,243 8,708
Amortization - intangible assets 151,328 392,714
Loss on disposal of patents 1,297 9,921
Accretion expense - 52,498
Share-based compensation (note 11) 329,005 219,415
Change in fair value of warrant liability (226,049) -
Warrants issued in payment of consulting services - 265,200
Investment tax credits (57,527) (111,830)
Interest and financing expense (7,602) 53,175
Foreign exchange (gain) loss (41,913) (45,770)
(2,398,376) (2,022,471)
Change in non-cash operating working capital (note 12) (431,720) (239,406)
Foreign exchange income (loss) 37,956 (68,120)
Interest received 11,141 7,555
Net cash (used in) operating activities (2,780,999) (2,322,442)
Investing activities:
Purchase of short term investments (net of redemptions) (652,301) (265,595)
Purchase of equipment (23,872) (2,308)
Expenditures on intangible assets (61,899) (87,869)
Net cash (used in) investing activities (738,072) (355,772)
Financing activities:
Proceeds from issuance of common shares and warrants 2,722,861 4,180,972
Costs of issuance of common shares and warrants (90,498) (315,403)
Costs of warrant amendments - (10,161)
Investment tax credit recoveries 116,323 72,726
Interest paid (3,672) (34,199)
Net cash provided by financing activities 2,745,014 3,893,935
Increase (decrease) in cash and cash equivalents (774,057) 1,215,721
Effect of exchange rate fluctuations on cash and cash equivalents 3,957 113,890
Cash and cash equivalents, beginning of the period 1,599,220 830,275
Cash and cash equivalents, end of the period S 829,120 S 2,159,886
Represented by:
Cash S 596,262 S 233,677
Cash equivalents 232,858 1,926,209
S 829,120 S 2,159,886

See accompanying notes to interim financial statements



6 Notes to the Condensed Interim Financial Statements

Critical Outcome For the three and nine months ended January 31, 2016 and 2015
Technologies In (All amounts in Canadian dollars)

1. Corporate information:

Critical Outcome Technologies Inc. (“COTI” or “the Company” or the “Corporation”) is a public
corporation listed in Canada on the TSX Venture Exchange (“TSXV”) under the trading symbol “COT” and
in the United States on the OTCQB under the trading symbol “COTQF”. The Company is incorporated
under the laws of the Province of Ontario, Canada with its registered office located at Suite 213, 700
Collip Circle, London, Ontario, Canada, N6G 4X8.

2. Description of Business

COTI is a clinical stage biopharmaceutical company that uses machine learning to rapidly develop
targeted therapies thereby dramatically reducing the timeline and cost of getting new drug therapies to
market. COTI’s proprietary artificial intelligence platform, CHEMSAS®, utilizes a series of predictive
computer models to identify compounds with a high probability of being successfully developed from
disease specific drug discovery through chemical optimization and preclinical testing. The CHEMSAS®
platform technology is designed for small molecules, and as a drug candidate discovery engine can be
applied to any disease target with a modest amount of information for the target of interest.

The Company’s initial focus is in advancing the treatment of cancer with the Company’s lead compound,
COTI-2, having a novel p53-dependent mechanism of action demonstrating selective and potent anti-
cancer activity. The initial therapeutic indication for COTI-2 is in gynecologic cancers, which includes
ovarian, cervical and endometrial cancers. COTI-2 was granted orphan drug status for the ovarian
indication in the U.S. and commenced a Phase 1 clinical trial in December 2015.

3. Going concern:

The going concern basis of presentation assumes the Company will continue in operation for the
foreseeable future and be able to realize its assets and discharge its liabilities and commitments in the
normal course of operations. For COTI, there are material uncertainties related to certain conditions
and events that raise significant doubts about the validity of this assumption. In particular, the
Company has not yet established operating revenues, and operating cash flows continue to be negative.
Key financial results for the nine months ended January 31, 2016 and 2015 are indicative of concern and
include a loss of $2,561,158 (January 31, 2015 — $2,866,502) and negative cash flow from operations of
$2,780,999 (January 31, 2015 — $2,322,442). As at January 31, 2016, the Company had a deficit of
$28,324,489 (April 30, 2015 — $25,763,331), which results in shareholders' equity of $2,187,734 (April
30, 2015 - $1,537,022). As at January 31, 2016, the Company had working capital of $902,397 (April 30,
2015 -$170,588).

The Company is dependent upon key personnel and the need to raise additional funds to support the
Company’s development and continued operations, and to meet liabilities and commitments as they
become due while executing its business plan. The Company is taking steps to address the going
concern risk by actively seeking potential customers, partners, and collaborators as a means of



6 Notes to the Condensed Interim Financial Statements
For the three and nine months ended January 31, 2016 and 2015
(All amounts in Canadian dollars)

Critical Outcome
furthering molecule development and generating revenue streams, and pursuing alternative sources of
financing, including but not limited to, raising capital in the public market and securing government
grants.

Subsequent to the quarter-end, the Company realized approximately $449,544 in financing through the
exercise of warrants issued in prior years (note 15 (a)). Further, the Company has discretion with many
of its expenditure activities and plans to manage these activities during the balance of fiscal 2016 and in
fiscal 2017 within the limits of available cash resources. While the Company has a history of obtaining
financing, there is no certainty that any of the aforementioned strategies will enable the Company to
alleviate the going concern risk in future periods.

The accompanying Interim Financial Statements have been prepared assuming that the Company will
continue as a going concern. Accordingly, these Interim Financial Statements do not include any
adjustments to the carrying values and classifications of assets and liabilities, or the reported expenses
that would be necessary if the going concern assumption was not appropriate. Any adjustments to the
Interim Financial Statements could be material.

4. Basis of preparation:

(a) Compliance with accounting standards:

These Interim Financial Statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) and specifically International Accounting Standard (“IAS”) 34, Interim
Financial Reporting, as issued by the International Accounting Standards Board (“IASB”).

The accounting policies in these fiscal 2016 Interim Financial Statements are consistent with the policies
the Company adopted in its Annual Financial Statements as at, and for the year ending, April 30, 2015.
These accounting policies were disclosed in detail in note 5 of the Company’s April 30, 2015 Annual
Financial Statements. COTI has also prepared these Interim Financial Statements on an individual entity
basis, as it has no subsidiaries. Management has determined that the Company operates in one
reportable segment based on the business activities reflected in its revenues and expenses since
inception.

In preparing these Interim Financial Statements, certain information and disclosures normally included
in the notes to the Annual Financial Statements are condensed or not presented. These Interim
Financial Statements should be read in conjunction with the Company’s most recent Annual Financial
Statements as of April 30, 2015, and related notes.



6 Notes to the Condensed Interim Financial Statements
For the three and nine months ended January 31, 2016 and 2015
(All amounts in Canadian dollars)

Critical Outcome
These Interim Financial Statements were approved for issuance by the Audit Committee on March 10,
2016.

(b) Basis of measurement:

The Interim Financial Statements have been prepared on a historical cost basis, except for the liability
classified warrants, which are measured at fair value at each reporting date.

The Statements of Comprehensive Loss are presented using the functional expense classification
method.

(c) Functional and presentation currency:

These Interim Financial Statements are presented in Canadian dollars (“CAD”), which is the functional
currency of the primary economic environment in which the Company operates.

(d) Use of estimates and judgments:

The preparation of these Interim Financial Statements in conformity with IFRS requires the Company to
apply judgement when making estimates and assumptions that affect the reported amounts of assets,
liabilities, income, and expenses at the date of the Interim Financial Statements. There is a degree of
measurement uncertainty inherent in the Company’s estimates and assumptions and accordingly,
changes in these estimates and assumptions could result in material adjustments to the carrying
amounts of assets and liabilities in future periods. There has been no material change in the significant
estimates and assumptions as described in note 4 (d) of the Annual Financial Statements for the year
ended April 30, 2015, except as follows:

i. The amortization period for the molecules acquired in November 2007 was 96 months which
amortization commenced December 1, 2007, in accordance with the Company’s amortization
policy for intangible assets. This period was based upon the original purchase agreement
wherein if the contingent purchase consideration for the molecules was not paid by November
27, 2015, the molecules were required to be returned to the seller. As a result of the settlement
of the final payment of contingent purchase consideration during the first quarter of fiscal 2016
(note 10(b)), the Company reviewed the useful life and the expected pattern of consumption of
the future economic benefits of the molecules. The Company determined that the future
economic benefit of these molecules was more appropriately reflected in the period remaining
to the date of expiry of certain patents granted for the molecules. The carrying values of the
molecules at June 1, 2015, have accordingly been amortized over such periods.

10



6 Notes to the Condensed Interim Financial Statements
For the three and nine months ended January 31, 2016 and 2015

cr't.'lcfl p}ftf‘?me (All amounts in Canadian dollars)

5. Significant accounting policies:

The accounting policies as set out in detail in note 5 of the Annual Financial Statements for the year
ended April 30, 2015, have been applied consistently to all periods presented in these Interim Financial
Statements.

(a) Adoption of new accounting pronouncements:

The Company adopted new accounting pronouncements commencing in the first quarter of this fiscal
year, details of which were described in the Company’s April 30, 2015 Annual Financial Statements. The
adoption of these standards did not have a material impact on the Company’s year-to-date Interim
Financial Statements.

(b) Recent accounting pronouncements not yet adopted
i. Amendments to IAS 1, Presentation of Financial Statements

On December 18, 2014, the IASB issued amendments to IAS 1 as part of its major initiative to improve
presentation and disclosure in financial reports (the "Disclosure Initiative"). The amendments are
effective for annual periods beginning on or after January 1, 2016. Early adoption is permitted. These
amendments will not require any significant change to current practice, but should facilitate improved
financial statement disclosures. The Company intends to adopt these amendments in its financial
statements for the annual period beginning on May 1, 2016. The extent of the impact of adoption of the
amendments has not yet been determined.

ii. IFRS 9 - Financial Instruments

IFRS 9 introduces new requirements for the classification and measurement of financial assets and
liabilities which when implemented will eliminate the existing IAS 39 categories of held-to-maturity,
available-for-sale, and loans and receivables. The IASB has tentatively decided on an effective date of
January 1, 2018. The Company will be assessing the impact of the issued and proposed changes to IFRS
9 and does not intend to early adopt these changes.

iii. IFRS 15 - Revenue from Contracts with Customers

In May 2014, the IASB issued IFRS 15 - Revenue from Contracts with Customers, which introduces a
single model for recognizing revenue from contracts with customers except leases, financial instruments
and insurance contracts. The standard is effective for annual periods beginning on or after January 1,
2017 with retroactive application. The Company intends to adopt IFRS 15 in its financial statements for
the annual period beginning on May 1, 2017. The extent of the impact of adoption of the standard has
not yet been determined.

11



6 Notes to the Condensed Interim Financial Statements
For the three and nine months ended January 31, 2016 and 2015

cr't.'lcfl p}ftcj’me (All amounts in Canadian dollars)

6. Short-term investments:

The Company invests cash not needed for immediate working capital purposes in short-term securities
having maturities greater than three months and rated “A high” or greater by Standard and Poor’s and
the Dominion Bond Rating Service. At April 30, 2015, the investment consisted of a guaranteed
investment certificate with an effective interest rate of 1.35% maturing on December 1, 2015. At
January 31, 2016, the investments consisted of three guaranteed investment certificates maturing
within the next year and having effective interest rates of 0.95% to 1.20%.

7. Equipment:

Summary details of the Company’s equipment at January 31, 2016, appear in the following table.

Computer Furniture
As at January 31, 2016 Hardware and Fixtures Total
Cost, April 30, 2015 S 34,482 S 122,248 S 156,730
Purchases 23,872 - 23,872
Disposals (1,560) - (1,560)
Cost, January 31, 2016 56,794 122,248 179,042
Accumulated amortization, April 30, 2015 (17,961) (96,479) (114,440)
Amortization (7,750) (6,493) (14,243)
Disposals 1,560 - 1,560
Accumulated amortization, January 31, 2016 (24,151) (102,972) (127,123)
Net carrying value, January 31, 2016 S 32,643 S 19,276 S 51,919

12



6 Notes to the Condensed Interim Financial Statements

cr't.'lcﬁl p}ftf‘?me (All amounts in Canadian dollars)

8. Intangible assets:

For the three and nine months ended January 31, 2016 and 2015

Summary details of the Company’s intangible assets at January 31, 2016, appear in the following table.

Granted Pending Computer
Molecules Patents Patents Software Total
Cost, April 30, 2015 $ 3526287 S 496691 $ 360,758 $ 148,528 S 4,532,264
Additions - 3,699 48,981 9,219 61,899
Transfers upon patent grant - 36,074 (36,074) - -
Patent disposal - - (1,297) - (1,297)
Expired software licenses - - - (69,152) (69,152)

Cost, January 31, 2016 3,526,287 536,464 372,368

88,595 4,523,714

Accumulated amortization, April 30, 2015 (3,025,412) (110,451) -

Amortization (67,168) (23,814) -
Expired software licenses - - -

(72,257) (3,208,120)

(60,346) (151,328)
69,152 69,152

Accumulated amortization, Janury 31, 2016 (3,092,580) (134,265) -

(63,451) (3,290,296)

Net carrying value, January 31, 2016 S 433,707 S 402,199 $§ 372,368

S 25,144 S 1,233,418

9. Warrant liability:

During fiscal 2015, the Company completed a private placement financing of units in three tranches

consisting of one common share and one warrant to purchase a common share. The warrants issued

have an exercise price of $0.34 USD. Under IFRS, warrants issued with an exercise price denominated in

a foreign currency are financial derivative instruments and the prescribed accounting treatment is to

classify these warrants as a liability measured at fair value upon initial recognition. At each subsequent

reporting date, the warrants are re-measured at fair value and the change in fair value is recognized

through profit or loss. Details related to the warrant liability are summarized below.

January 31, 2016 April 30, 2015
Number of warrants 10,177,760 10,177,760
Expiry dates Oct16- Nov24/19  Oct 16 - Nov 24/19
Weighted average exercise price in CAD S 0.4762 S 0.4102
Opening balance S 1,170,070 S -
Issued in private placements 1,405,190
Revaluation of warrant liability (226,049) (235,120)
Closing balance S 944,021 S 1,170,070

13



6 Notes to the Condensed Interim Financial Statements
For the three and nine months ended January 31, 2016 and 2015

cr't.'lcfl p}ftf‘?me (All amounts in Canadian dollars)

10. Share capital:

Summary details of the Company’s share capital at January 31, 2016, with comparable amounts for April
30, 2015, appear in the following table.

January 31, 2016 April 30, 2015
Expiry Date Ranges Issued Amount Issued Amount
Share capital:
Authorized:
Unlimited common shares
Unlimited preference shares
Issued and fully paid:
Common shares, without par value 129,015,039 S 24,246,902 118,435,518 S 20,866,325
Common share purchase warrants:
$0.30 warrants May 9- 26/15 - - 7,500,000 1,227,980
$0.26 warrants Jul 31/15-Jan 29/16 - - 7,985,353 906,636
$0.30 warrants Mar 15/16 12,500,000 2,518,901 12,500,000 2,518,901
$0.28 warrants Apr29-Jun2/16 8,951,385 385,071 8,951,385 385,071
$0.22 compensation warrants Apr29-Jun2/16 461,110 38,436 461,110 38,436
$0.42 warrants Jun 28/17 - Jul 31/17 2,144,267 156,283 - -
$0.315 compensation warrants Jun 28/17 - Jul 31/17 108,120 11,542 - -
$0.26 warrants Feb 4/19 769,230 33,492 769,230 40,392
$0.19 USD compensation warrants Apr1l-Jun6/19 3,000,000 472,222 3,000,000 472,222
$0.26 USD compensation warrants Oct 17- Nov 25/19 534,737 78,163 554,752 82,124
$0.38 warrants Dec 18/19 - Feb 16/20 3,099,374 186,814 3,099,374 186,814
$0.29 compensation warrants Dec 18/19 - Feb 16/20 162,811 13,536 182,350 15,177
31,731,034 3,894,460 45,003,554 5,873,753
S 28,141,362 S 26,740,078

A summary of the changes in common share capital is set out below.

Balance April 30, 2015 118,435,518 S 20,866,325
Shares issued - private placements (note 10 (a)) 4,288,533 1,023,819
Shares issued - contingency settlement (note 10 (b)) 715,720 250,340
Shares issued - warrant exercise (note 10(c) i) - 1,317
Shares issued - warrant exercise (note 10 (c) ii) 4,913,252 1,913,466
Shares issued - option exercise (note 10 (e)) 662,016 191,635

10,579,521 3,380,577
Balance January 31, 2016 129,015,039 S 24,246,902

14



6 Notes to the Condensed Interim Financial Statements
. For the three and nine months ended January 31, 2016 and 2015
cr't.'lcfl p}ftf‘?me (All amounts in Canadian dollars)

A summary of the changes in warrant capital is set out below.

Balance April 30, 2015 45,003,554 S 5,873,753
Warrants issued - private placements (note 10 (a)) 2,144,267 156,430
Warrants issued - private placement compensation (note 10 (a)) 157,620 16,933
Warrants exercised (note 10 (c) i) - (1,317)
Warrants exercised (note 10 (c) ii) (4,913,252) (586,722)
Warrants expired (note 10 (d)) (10,661,155) (1,564,617)
(13,272,520) (1,979,293)
Balance January 31, 2016 31,731,034 S 3,894,460

Details concerning the share capital transactions are summarized below.
(a) Private placements:

The Company completed a non-brokered private placement in two tranches on June 29 and July 31,
2015. The Company issued 4,288,533 units consisting of one common share and one-half of a warrant
at $0.30 per unit for gross proceeds of $1,286,560. Each whole common share purchase warrant is
exercisable for one common share at an exercise price of $0.42 for a period of 24 months following the
issue date. The Company paid cash costs for professional and legal fees of $38,672 and finders' fees of
$50,706 in connection with the offering and issued 157,620 compensation warrants. Each
compensation warrant is exercisable for one common share at an exercise price of $0.315 for a period of
24 months from the date of issue.

The expiry date for the common share purchase warrants and the compensation warrants (“the
Warrants”) was set at the same date for each Warrant in each tranche. The expiry date for each
Warrant will be accelerated to a period of 21 days, if for any ten consecutive trading days during the
unexpired term of the Warrants (the “Premium Trading Days”), the closing price of the common shares
on the TSXV equals or exceeds three times the exercise price set out in the warrant certificate. If this
occurs, the reduced exercise period of 21 days will begin seven calendar days after the tenth Premium
Trading Day.

The common share purchase warrants were allocated a portion of the proceeds and private placement
costs based upon their relative fair market value at the date of issuance. The Warrants were valued
using a Black-Scholes valuation model using the assumptions set out below.

15



6 Notes to the Condensed Interim Financial Statements
For the three and nine months ended January 31, 2016 and 2015

cr't.'lcfl p}ftf‘?me (All amounts in Canadian dollars)

Common Share Purchase Warrants Jun 29,2015 Jul 31, 2015
Common share market price S 0.295 $ 0.290
Risk free interest rate 0.98% 0.73%
Expected dividend yield - -
Estimated common share price volatility 79.72% 73.89%
Estimated life in years 1.97 1.98
Estimate fair value S 73,011 § 118,562
Compensation Warrants Jun 29, 2015 Jul 31, 2015
Common share market price S 0.295 S 0.290
Risk free interest rate 0.98% 0.73%
Expected dividend yield - -
Estimated common share price volatility 74.18% 69.43%
Estimated life in years 1.92 1.94
Estimate fair value S 10,067 S 6,866

Accordingly, $170,700 in gross proceeds and $14,270 in costs were allocated to the common share

purchase warrants.
(b) Molecule purchase contingency - share issuance:

Upon the purchase of a library of molecules in November 2007, the Company became contingently
liable for the issuance of 1,431,441 common shares as part of the purchase consideration should two
development milestones be subsequently achieved by any molecule from the library.

In 2012, the Company received a U.S. patent for a molecule, COTI-2, which represented the
achievement of one of the milestones and accordingly one-half of the contingent consideration was
issued. On May 22, 2015, the FDA advised the Company that it had completed its review of the
Company’s investigational new drug (“IND”) application for COTI-2, submitted on April 24, 2015. The
IND was granted enabling the Company to proceed with its proposed clinical investigation. This grant
satisfied the second milestone for the molecule, COTI-2, being notification of acceptance of an IND
application. Accordingly, the Company issued 715,720 common shares as final payment of the
contingent share consideration that arose on the acquisition. This consideration had a fair value of
$250,502 based upon the closing market price of the Company’s shares on May 22, 2015, the date of
the grant, and the Company incurred $162 in issuance costs.

(c) Warrant exercises:

i. Subsequent to the April 30, 2015, year-end, a valuation adjustment of $1,317 was
recognized related to the exercise of compensation warrants in the fourth quarter. This
adjustment was recorded as an increase in Share Capital and a decrease in Warrant Capital.

16



6 Notes to the Condensed Interim Financial Statements
For the three and nine months ended January 31, 2016 and 2015
(All amounts in Canadian dollars)

Critical Outcome
ii. During the nine months ended January 31, 2016, warrant holders exercised common share
purchase warrants and compensation warrants. The gross proceeds of these exercises plus
the value attributed to these warrants on the initial grant, less the costs to issue the
common shares upon exercise, were recorded as common share capital and the warrant

capital account relieved as summarized below.

Number of Net warrant Share

warrants Gross transfer issuance Net
Warrant description exercised  proceeds value costs  Proceeds
$0.26 common share 3,684,198 S 957,891 S 427,900 S (551) $1,385,240
$0.26 USD compensation 20,015 6,418 2,644 (103) 8,959
$0.29 compensation 19,539 5,666 1,641 (38) 7,269
$0.315 compensation 49,500 15,593 5,539 (65) 21,067
$0.30 common share 1,140,000 342,000 148,998 (67) 490,931

4,913,252 $1,327,568 $ 586,722 S (824) $1,913,466

(d) Warrant expiries:

Common share purchase warrants totaling 10,661,155 expired unexercised in the nine months ended
January 31, 2016, with exercise prices of $0.26 and $0.30. As a result, the net amount previously
recorded for these warrants of $1,564,617 was transferred to Contributed Surplus.

(e) Share option exercises:

On October 27, 2015, 562,016 share options were exercised at a price of $0.165 per common share and
on November 30, 2015, a further 100,000 share options were exercised at a price of $0.16 per common
share. Concurrent with these exercises, the Company was required to transfer to Share Capital the
value previously recognized in Contributed Surplus at the time the share options were granted.
Accordingly, gross proceeds of $108,733 received on exercise, net of issuance costs of $134, and the
transfer of $83,036 from Contributed Surplus resulted in an increase in Share Capital of $191,635.

11. Share-based compensation:

For the three and nine months ended January 31, 2016, the Company recognized share-based
compensation expense of $182,150 and $329,005 respectively (January 31, 2015 — $165,627 and
$219,415 ) related to the vesting of share options granted during the quarter and prior periods that did
not vest immediately upon initial grant.

Details concerning the 172,850 share options issued by the Company during the quarter (2,543,811
share options year to date) are summarized below.
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6 Notes to the Condensed Interim Financial Statements
For the three and nine months ended January 31, 2016 and 2015

Cr't.'lcﬁl p}ftf‘?me (All amounts in Canadian dollars)

Director  Consultant

Option terms:

Number granted 147,850 25,000
Exercise price S 0.305 S 0.28
Life of option in years 5.00 5.00
Vesting from grant date Quarterly Quarterly
Black-Scholes assumptions:

Risk free interest rate 0.592% 0.517%
Expected dividend yield - -
Estimated share price volatility 91.47% 79.59%
Estimated life in years 3.79 1.87

Estimated share option value S 24,839 S 2,821

At January 31, 2016, there were 7,218,320 unexercised options with 5,416,224 vested and exercisable at
prices ranging from $0.14 to $0.34 per share.

12. Supplementary cash flow information:

As at January 31 2016 2015
Change in non-cash working capital:
Other receivables S (21,947) S (44,048)
Prepaid expenses and deposits (374,172) (34,897)
Accounts payable and accrued liabilities (35,601) (160,461)

$ (43,7200 $  (239,406)

The Company also engaged in financing transactions that did not involve the use of cash as set out
below.

As at January 31 2016 2015
Warrants amended to extend the time to expiry S - S 1,477,853
Warrants issued in payment of consulting fees - 257,870
Warrants issued as compensation in private placements 16,933 72,657
Shares issued in settlement of molecule purchase contingency 250,340 -

S 267,273 S 1,808,380

13. Commitments:

The Company had commitments at the quarter-end to pay for the completion of work under research
and development contracts primarily related to the Company’s Phase 1 clinical trial for COTI-2 in
gynecologic cancers. Payment timing of clinical trial costs is subject to the actual timing of trial activities
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6 Notes to the Condensed Interim Financial Statements
For the three and nine months ended January 31, 2016 and 2015
(All amounts in Canadian dollars)

Critical Qutc_ome
such as the enrollment of patients, completion of testing, and administration of drug in combination
with negotiated payment terms. The Company currently expects the clinical trial to conclude at the end
of June 2017. Summary details of the estimated timing of these commitments are set out below.

Years ending April 30

2016 2017 2018 Total

COTI-2:
Clinical trial costs S 190,365 S 1,161,584 S 210,130 S 1,562,080
Other preclinical 80,944 - 7,345 88,289
271,309 1,161,584 217,475 1,650,369
Other Molecules 61,371 - - 61,371
Total S 332,680 S 1,161,584 S 217,475 S 1,711,739

14. Related party transactions:

Material transactions with related parties that occurred during the quarter were in the ordinary course
of business and included:

(a) theissuance of share options to a director (note 11);
(b) the exercise of share options by a director (note 10 (e)); and,

(c) the engagement under a contract at standard market terms of a human resource consulting
firm that reports to the Chief Executive Officer of the Company. The President of the
consulting firm is related to a director of the Company. Fees paid or accrued for services
rendered in the quarter were $8,750 (year-to-date — $21,050).

15. Subsequent events:
(a) Warrant exercises:

Subsequent to January 31, 2016, and up to the close of business on March 10, 2016, the Company
realized gross proceeds of $449,544 from the exercise on various dates of a total of 1,498,480 warrants
exercisable at $S0.30 per share that were due to expire on March 15, 2016.
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