Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)
☒
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2022
☐

OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934 FOR THE TRANSITION
PERIOD FROM
TO
Commission File Number 001-41429

PROMIS NEUROSCIENCES INC.
(Exact name of Registrant as specified in its Charter)
Canada
(State or other jurisdiction of
incorporation or organization)
Suite 200, 1920 Yonge Street

98-0647155
(I.R.S. Employer
Identification No.)

Toronto, Ontario
(Address of principal executive offices)

M4S 3E2
(Zip Code)

Registrant’s telephone number, including area code: 416-847-6898
Securities registered pursuant to Section 12(b) of the Act:

Title of each class
Common Shares, no par value per share

Trading
Symbol(s)
PMN

Name of each exchange on which registered
The Nasdaq Capital Market

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the
preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past
90 days. Yes ☒ No ☐
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such files). Yes ☒ No ☐
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, smaller reporting company, or an emerging growth
company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange
Act.
Large accelerated filer

☐

Accelerated filer

☐

Non-accelerated filer

☒

Smaller reporting company

☒

Emerging growth company

☒

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised
financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes ☐ No ☒
As of November 6, 2022, the registrant had 8,579,284 Common Shares outstanding.

Table of Contents

Table of Contents
PART I
Item 1.

Item 2.
Item 3.
Item 4.
PART II
Item 1.
Item 1A.
Item 2.
Item 3.
Item 4.
Item 5.
Item 6.
Signatures

FINANCIAL INFORMATION
Condensed Consolidated Financial Statements (unaudited)
Condensed Consolidated Balance Sheets
Condensed Consolidated Statements of Operations and Comprehensive Loss
Condensed Consolidated Statements of Changes in Shareholders’ Equity (Deficit)
Condensed Consolidated Statements of Cash Flows
Notes to Unaudited Condensed Consolidated Financial Statements
Management’s Discussion and Analysis of Financial Condition and Results of Operations
Quantitative and Qualitative Disclosures About Market Risk
Controls and Procedures
OTHER INFORMATION
Legal Proceedings
Risk Factors
Unregistered Sales of Equity Securities and Use of Proceeds
Defaults Upon Senior Securities
Mine Safety Disclosures
Other Information
Exhibits

Page
3
3
3
4
5
7
8
21
29
30
30
30
30
31
31
31
31
32
33

Table of Contents

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q contains statements that we believe are, or may be considered to be, “forward-looking statements.” Forward-looking
statements are neither historical facts nor assurances of future performance. Instead, they are based on current beliefs, expectations or assumptions
regarding the future of the business, future plans and strategies, operational results and other future conditions of the Company. All statements other than
statements of historical fact included in this Quarterly Report on Form 10-Q regarding the prospects of our industry or our prospects, plans, financial
position or business strategy may constitute forward-looking statements. In addition, forward-looking statements generally can be identified by the use of
forward-looking words such as “plans,” “expects” or “does not expect,” “is expected,” “look forward to,” “budget,” “scheduled,” “estimates,” “forecasts,”
“will continue,” “intends,” “the intent of,” “have the potential,” “anticipates,” “does not anticipate,” “believes,” “should,” “should not,” or variations of
such words and phrases that indicate that certain actions, events or results “may,” “could,” “would,” “might,” or “will,” “be taken,” “occur,” or “be
achieved,” or the negative of these terms or variations of them or similar terms. Furthermore, forward-looking statements may be included in various
filings that we make with the Securities and Exchange Commission (“SEC”) or press releases or oral statements made by or with the approval of one of
our authorized executive officers. Although we believe that the expectations reflected in these forward-looking statements are reasonable, we cannot assure
you that these expectations will prove to be correct. These forward-looking statements are subject to certain known and unknown risks and uncertainties, as
well as assumptions that could cause actual results to differ materially from those reflected in these forward-looking statements.
By their very nature, forward-looking statements involve inherent risks and uncertainties, both general and specific, and risks exist that predictions,
forecasts, projections and other forward-looking statements will not be achieved. We caution readers not to place undue reliance on these statements as a
number of important factors could cause the actual results to differ materially from the beliefs, plans, objectives, expectations, anticipations, estimates and
intentions expressed in such forward-looking statements. Risks, uncertainties and other factors which may cause the actual results, performance or
achievements of ProMIS Neurosciences Inc. (the “Company”), as applicable, to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking information and statements include, but are not limited to, the risks described under the
heading “Risk Factors Summary” and in Item 1A—“Risk Factors” in the Company’s Registration Statement on Form 10 filed with the SEC on June 22,
2022, as amended June 30, 2022 and July 1, 2022 (the “Form 10 Registration Statement”) as well as the risks described in Item 1A—“Risk Factors” in
this Quarterly Report on Form 10-Q and the Company’s Quarterly Report on Form 10-Q for the quarter ended June 30, 2022.
Readers are cautioned not to place undue reliance on any forward-looking statements contained in this Quarterly Report on Form 10-Q, which reflect
management’s opinions only as of the date hereof. Except as required by law, we undertake no obligation to revise or publicly release the results of any
revision to any forward-looking statements. You are advised, however, to consult any additional disclosures we make in our reports to the SEC. All
subsequent written and oral forward-looking statements attributable to us or persons acting on our behalf are expressly qualified in their entirety by the
cautionary statements contained in this Quarterly Report on Form 10-Q.
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PART I—FINANCIAL INFORMATION
Item 1. Financial Statements.
PROMIS NEUROSCIENCES INC.
Condensed Consolidated Balance Sheets
(expressed in US dollars, unless otherwise indicated)
(Unaudited)
September 30,
2022

Assets
Current assets:
Cash
Short-term investments
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Intangible assets, net
Total assets
Liabilities and Shareholders’ Equity
Current liabilities:
Accounts payable
Accrued liabilities
Total current liabilities
Convertible debt, net of issuance costs and debt discount
Derivative liability
Warrant liability
Total liabilities

$

$

$

Commitments and contingencies (Note 13)
Shareholders’ equity:
Series 1 Convertible Preferred Shares, no par value, 70,000,000 shares authorized, 70,000,000 and 0 shares
issued and outstanding as of September 30, 2022 and December 31, 2021, respectively
Common Shares, no par value, unlimited shares authorized, 7,195,529 shares issued and outstanding as of
September 30, 2022 and December 31, 2021
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit
Total shareholders’ equity
Total liabilities and shareholders’ equity

3,920,742
30,539
1,407,864
5,359,145
788
21,732
5,381,665

$

1,794,807
1,303,908
3,098,715
—
—
1,553,186
4,651,901

$

$

—

$

—
73,988,039
(270,316)
(72,987,959)
729,764
5,381,665

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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December 31,
2021

16,943,905
33,248
737,316
17,714,469
4,671
27,614
17,746,754

408,981
520,093
929,074
3,906,057
5,379,878
1,871,687
12,086,696

—

$

—
68,039,178
(187,919)
(62,191,201)
5,660,058
17,746,754
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PROMIS NEUROSCIENCES INC.
Condensed Consolidated Statements of Operations and Comprehensive Loss
(expressed in US dollars, except share and per share amounts)
(Unaudited)
For the
Three Months Ended
September 30,
2022

Operating expenses:
Research and development
General and administrative
Total operating expenses
Loss from operations

$

4,570,562 $
1,483,573
6,054,135
(6,054,135)

Other income (expense):
Interest expense, net
Change in fair value of financial instruments
Gain on extinguishment of convertible debt and derivative
liability
Other income
Total other income (expense), net
Net loss
Other comprehensive gain/(loss):
Gain/(loss) on foreign currency translation
Comprehensive loss
Net loss per Common Share, basic and diluted
Weighted-average Common Shares, basic and diluted

$
$

For the
Three Months Ended
September 30,
2021

805,392 $
1,265,486
2,070,878
(2,070,878)

For the
Nine Months Ended
September 30,
2022

For the
Nine Months Ended
September 30,
2021

9,702,978 $
5,154,324
14,857,302
(14,857,302)

1,779,285
1,964,978
3,744,263
(3,744,263)

—
61,407

(140,912)
997,095

(282,064)
2,972,272

(276,317)
(3,526,590)

—
35,853
97,260

—
4,052
860,235

1,307,421
62,915
4,060,544

—
1,673
(3,801,234)

(5,956,875)

(1,210,643)

(10,796,758)

(7,545,497)

(131,874)
(6,088,749) $
(0.85) $
7,195,529

42,659
(1,167,984) $
(0.20) $
5,919,485

(82,397)
(10,879,155) $
(1.51) $
7,195,529

(102,558)
(7,648,055)
(1.44)
5,310,483

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PROMIS NEUROSCIENCES INC.
Condensed Consolidated Statements of Changes in Shareholders’ Equity (Deficit)
(expressed in US dollars, except share amounts)
(Unaudited)

Common Shares
Shares
Amount
4,828,846
$
—
270,326
—
—
—
2,096,357
—
—
—
—
—
7,195,529
$
—

Balance, January 1, 2021
Conversion of special warrants
Share-based compensation
Issuance of common shares, net of issuance costs of $1,665,099
Foreign currency translation
Net loss
Balance, September 30, 2021

Balance, January 1, 2022
Share-based compensation
Conversion of convertible debt and derivative
liability to Series 1 Preferred Shares
Foreign currency translation
Net loss
Balance, September 30, 2022

Series 1 Convertible
Preferred Shares
Shares
Amount
—
$
—
—
—
70,000,000
—
—
70,000,000

Additional
Paid-in
Capital
$ 51,655,168
—
397,480
15,867,936
—
—
$ 67,920,584

$

—
—
—
—

Common Shares
Shares
Amount
7,195,529
$
—
—
—
—
—
—
7,195,529

$

—
—
—
—

Accumulated
Other
Comprehensive
Income (Loss)
$
(50,731)
—
—
—
(102,558)
—
$
(153,289)

Accumulated
Deficit
(52,401,095)
—
—
—
—
(7,545,497)
$ (59,946,592)
$

Additional
Paid-in
Capital
$ 68,039,178
348,861

Accumulated
Other
Comprehensive
Income (Loss)
$
(187,919)
—

Accumulated
Deficit
$ (62,191,201)
—

5,600,000
—
—
73,988,039

—
(82,397)
—
(270,316)

—
—
(10,796,758)
(72,987,959)

$

$

$

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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$

$

$

$

Total
(796,658)
—
397,480
15,867,936
(102,558)
(7,545,497)
7,820,703

Total
5,660,058
348,861
5,600,000
(82,397)
(10,796,758)
729,764
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PROMIS NEUROSCIENCES INC.
Condensed Consolidated Statements of Changes in Shareholders’ Equity (Deficit)
(expressed in US dollars, except share amounts)
(Unaudited)

Balance, June 30, 2021
Share-based compensation
Issuance of common shares, net of issuance costs of $1,665,099
Foreign currency translation
Net loss
Balance, September 30, 2021

Balance, June 30, 2022
Share-based compensation
Foreign currency translation
Net loss
Balance, September 30, 2022

Series 1 Convertible
Preferred Shares
Shares
Amount
70,000,000
$
—
—
—
—
—
—
—
70,000,000
$
—

Common Shares
Shares
Amount
5,099,172
$
—
—
—
2,096,357
—
—
—
—
—
7,195,529
$
—

Additional
Paid-in
Capital
$ 51,863,019
189,629
15,867,936
—
—
$ 67,920,584

Accumulated
Other
Comprehensive
Income (Loss)
$
(195,948)
—
—
42,659
—
$
(153,289)

Accumulated
Deficit
$ (58,735,949)
—
—
—
(1,210,643)
$ (59,946,592)

Common Shares
Shares
Amount
7,195,529
$
—
—
—
—
—
—
—
7,195,529
$
—

Additional
Paid-in
Capital
$ 73,879,455
108,584
—
—
$ 73,988,039

Accumulated
Other
Comprehensive
Income (Loss)
$
(138,442)
—
(131,874)
—
$
(270,316)

Accumulated
Deficit
$ (67,031,084)
—
—
(5,956,875)
$ (72,987,959)

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Total
(7,068,878)
189,629
15,867,936
42,659
(1,210,643)
7,820,703

$

$

Total
6,709,929
108,584
(131,874)
(5,956,875)
729,764
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PROMIS NEUROSCIENCES INC.
Condensed Consolidated Statements of Cash Flows
(expressed in US dollars)
(Unaudited)
Nine Months Ended
September 30,
2022
2021

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Share-based compensation
Foreign currency exchange loss
Change in fair value of derivative liability
Change in fair value of warrant liability
Depreciation of property and equipment
Amortization of debt discount and issuance costs
Amortization of intangible assets
Loss on joint venture
Gain on extinguishment of convertible debt and derivative liability
Changes in operating assets and liabilities:
Prepaid expenses and other current assets
Accounts payable
Accrued liabilities
Deferred compensation
Net cash used in operating activities
Cash flows from investing activities
Purchase of property and equipment
Other investing activities
Net cash used in investing activities
Cash flows from financing activities
Proceeds from convertible debt
Proceeds from issuance of common share units, net of issuance costs
Proceeds from issuance of warrants
Net cash provided by financing activities
Effect of exchange rates on cash
Net (decrease)/increase in cash

$

(10,796,758)

$

(7,545,497)

348,861
367,649
(2,643,123)
(326,741)
5,771
247,046
3,886
—
(1,307,421)

397,480
107,905
3,601,082
(31,141)
32,339
241,558
3,959
2,373
—

(781,683)
1,518,327
883,931
—
(12,480,255)

(1,903,741)
16,551
223,937
(405,508)
(5,258,703)

(2,024)
—
(2,024)

(1,187)
—
(1,187)

—
—
—
—
(540,884)
(13,023,163)

6,915,199
15,867,936
2,739,221
25,522,356
(174,228)
20,088,238

Cash at beginning of period
Cash at end of period

$

16,943,905
3,920,742

$

806,887
20,895,125

Supplemental disclosure of cash flow information
Conversion of convertible debt and derivative liability to Series 1 Convertible Preferred Shares
Cash paid for interest on convertible debt
Issuance of compensation warrants in consideration of issuance costs

$
$
$

5,600,000
87,069
—

$
$
$

—
—
957,947

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PROMIS NEUROSCIENCES INC.
Notes to Unaudited Condensed Consolidated Financial Statements
(expressed in US dollars, except share and per share amounts)
(Unaudited)
1.

DESCRIPTION OF BUSINESS
Business Description
ProMIS Neurosciences Inc. (the “Company” or “ProMIS”) is applying its patented technology platform to build a portfolio of antibody
therapies, therapeutic vaccines, and other antibody-based therapies in neurodegenerative diseases and other misfolded protein diseases, including
Alzheimer’s disease (“AD”), multiple system atrophy (“MSA”), and amyotrophic lateral sclerosis (“ALS”). The Company also plans to
investigate additional synucleinopathies, including Parkinson’s disease (“PD”) and dementia with Lewy bodies (“DLB”), frontotemporal lobar
degeneration (“FTLD”), progressive supranuclear palsy (“PSP”), corticobasal degeneration (“CBD”) and schizophrenia. These diseases share a
common biologic cause – misfolded versions of proteins that otherwise perform a normal function, become toxic and kill neurons, resulting in
disease. ProMIS’ technology platform is an example of the advances in drug discovery enabled by computational power, in silico discovery,
and/or artificial intelligence. ProMIS believes this platform provides a potential advantage by selectively targeting the toxic misfolded proteins
with therapeutics or detecting them with diagnostics.
The Company was incorporated on January 23, 2004 under the Canada Business Corporations Act and is located at 1920 Yonge Street, Toronto,
Ontario. The Company’s Common Shares are traded on the Toronto Stock Exchange (“TSX”) and on the Nasdaq Capital Market (“Nasdaq”)
under the symbol PMN. The Company has a wholly-owned U.S. subsidiary, ProMIS Neurosciences (US) Inc. (“ProMIS USA”), which was
incorporated in January 2016 in the State of Delaware. As of September 30, 2022, ProMIS USA has had no material activity and has no material
financial impact on the Company’s unaudited condensed consolidated financial statements.
The success of the Company is dependent on obtaining the necessary regulatory approvals of its product candidates, marketing its products, if
approved, and achieving profitable operations. The continuation of the research and development activities and the commercialization of its
products, if approved, are dependent on the Company’s ability to successfully complete these activities and to obtain additional financing through
a combination of financing activities and operations. It is not possible to predict either the outcome of future research and development or
commercialization programs, or the Company’s ability to fund these programs.
COVID-19
Impacts resulting from the COVID-19 pandemic have resulted in a widespread health crisis that has already adversely affected the economies and
financial markets of many countries around the world. The international response to the spread of COVID-19 has led to significant restrictions on
travel; temporary business closures; quarantines; global stock market and financial market volatility; a general reduction in consumer activity;
operating, supply chain and project development delays and disruptions; and declining trade and market sentiment; all of which have and could
further affect the world economy.
The extent to which the novel coronavirus may continue to impact the Company’s business, preclinical research and development activities will
depend on future developments which are highly uncertain and cannot be predicted with confidence, such as the duration of the outbreak, the
severity of illness arising with new COVID-19 variants, and the national and global response to such outbreaks. The current global uncertainty
and its effect on the local and global economies may also have an adverse effect on the Company’s ability to secure additional financing to
continue its research and development programs.
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Liquidity Risk
The accompanying unaudited condensed consolidated financial statements were prepared on a going concern basis, which assumes that the
Company will continue its operations for the foreseeable future and will be able to realize its assets and discharge its liabilities in the normal
course of business. The Company has not generated revenues from its activities. The Company had a net loss of $6.0 million and $10.8 million for
the three and nine months ended September 30, 2022, respectively, and an accumulated deficit of $73.0 million as of September 30, 2022.
Management believes these conditions raise substantial doubt about the Company’s ability to continue as a going concern within the next twelve
months from the date these unaudited condensed consolidated financial statements are issued. The Company will require additional funding to
conduct future clinical activities. The Company will seek additional funding through public financings, debt financings, collaboration agreements,
strategic alliances and licensing agreements. Although the Company has been successful in raising capital in the past, there is no assurance of
success in obtaining such additional financing on terms acceptable to us, if at all, and there is no assurance that the Company will be able to enter
into collaborations or other arrangements. If the Company is unable to obtain funding, it could force delays, reduce or eliminate research and
development programs, product portfolio expansion or commercialization efforts, which could adversely affect future business prospects, and the
ability to continue operations.
The Company may continue to incur net losses for at least the next several years as the Company advances its product candidates. The Company
is actively pursuing additional financing to further develop certain of the Company’s scientific initiatives, but there is no assurance these
initiatives will be successful, timely or sufficient.
2.

BASIS OF PRESENTATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation
The accompanying unaudited interim condensed consolidated financial statements should be read in conjunction with the audited consolidated
financial statements and the related notes thereto for the year ended December 31, 2021, which are included with the Company’s Form 10
Registration Statement and related amendments filed with the United States Securities Exchange Commission (“SEC”). Furthermore, the
Company’s significant accounting policies are disclosed in the audited consolidated financial statements for the years ended December 31, 2021
and 2020, included in the Company’s Form 10 Registration Statement filed with the SEC. Since the date of those audited consolidated financial
statements, there have been no changes to the Company’s significant accounting policies.
The accompanying unaudited interim condensed consolidated financial statements have been prepared in conformity with generally accepted
accounting principles in the United States of America (“GAAP”) for interim financial information. Accordingly, certain information and footnote
disclosures normally included in financial statements prepared in accordance with GAAP have been condensed or omitted. Any reference in these
notes to applicable guidance is meant to refer to the authoritative GAAP as found in the Accounting Standards Codification (“ASC”) and as
amended by Accounting Standards Updates (“ASU”) of the Financial Accounting Standards Board (“FASB”).
In the opinion of management, the accompanying unaudited interim condensed consolidated financial statements for the periods presented reflect
all adjustments, consisting of only normal recurring adjustments, necessary to fairly present the Company’s financial position, results of
operations, and cash flows. The December 31, 2021 condensed consolidated balance sheet was derived from audited financial statements, but does
not include all GAAP disclosures. The unaudited condensed consolidated financial statements for the interim periods are not necessarily
indicative of results for the full year.
On June 21, 2022, the directors of the Company authorized a reverse share split of the issued and outstanding Common Shares in a ratio of 60:1,
effective June 28, 2022 (the “Reverse Share Split”). All information included in these unaudited interim condensed consolidated financial
statements has been adjusted, on a retrospective basis, to reflect the Reverse Share Split, unless otherwise stated.
Principles of Consolidation
The accompanying unaudited interim condensed consolidated financial statements include the accounts of the Company and its wholly owned
subsidiary. All intercompany balances and transactions have been eliminated in consolidation.
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Use of Estimates
The preparation of financial statements in conformity with GAAP requires management to make certain estimates, judgements and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the unaudited condensed
consolidated financial statements and the reported amounts of revenues and expenses during the reporting period. Significant estimates and
assumptions made in the accompanying unaudited condensed consolidated financial statements include, but are not limited to, the accrual for
research and development expenses and the valuation of warrant liabilities and embedded derivative liabilities. Actual results could differ from
those estimates, and such differences could be material to the unaudited condensed consolidated financial statements.
Segment Information
Operating segments are identified as components of an enterprise about which separate discrete financial information is available for evaluation
by the chief operating decision maker (“CODM”), or decision-making group, in making decisions on how to allocate resources and assess
performance. The Company has one operating segment and its Chief Executive Officer serves as the CODM. Substantially all of the Company’s
assets are located in Canada.
Foreign Currency
Comprehensive loss is defined as a change in equity of a business enterprise during a period, resulting from transactions from non-owner sources.
The reporting currency of the Company is the United States dollar (“US$” or “$”) and the functional currency of the Company is the Canadian
dollar (“C$”). The assets and liabilities of the Company are translated to US$ at exchange rates in effect at the balance sheet date. All income
statement accounts are translated at average exchange rates. Resulting foreign currency translation adjustments are recorded directly in
accumulated other comprehensive income (loss) as a separate component of shareholders’ equity (deficit). Transaction gains and losses that arise
from exchange rate fluctuations on transactions denominated in a currency other than the functional currency are included in general and
administrative expenses in the accompanying unaudited condensed consolidated statements of operations and comprehensive loss when realized
and are not material for the three or nine months ended September 30, 2022 and 2021.
Emerging Growth Company Status
The Company is an Emerging Growth Company, as defined in Section 2(a) of the Securities Act of 1933, as modified by the Jumpstart Our
Business Startups Act of 2012 (“JOBS Act”). Under the JOBS Act, emerging growth companies can delay adopting new or revised accounting
standards issued subsequent to the enactment of the JOBS Act, until such time as those standards apply to private companies. The Company has
elected to use this extended transition period for complying with new or revised accounting standards that have different effective dates for public
and private companies until the earlier of the date that it (i) is no longer an emerging growth company or (ii) affirmatively and irrevocably opts out
of the extended transition period provided in the JOBS Act. As a result, these unaudited condensed consolidated financial statements may not be
comparable to companies that comply with the new or revised accounting pronouncements as of public company effective dates.
Recent Accounting Pronouncements
In February 2016, the FASB issued ASU No. 2016-02, Leases (“Topic 842”), which requires lessees to recognize the following for all leases (with
the exception of short-term leases) at the commencement date: a lease liability, which is a lessee’s obligation to make lease payments arising from
a lease, measured on a discounted basis; and a right-of-use asset, which is an asset that represents the lessee’s right to use, or control the use of, a
specified asset for the lease term. In July 2018, the FASB issued ASU 2018-11, Leases (“Topic 842”) Targeted Improvements, to amend certain
aspects of Topic 842. These amendments provide entities with an additional (and optional) transition method to adopt Topic 842. Under this
transition method, an entity initially applies the transition requirements in Topic 842 at that Topic’s effective date with the effects of initially
applying Topic 842 recognized as a cumulative effect adjustment to the opening balance of retained earnings (or other components of equity or net
assets, as appropriate) in the period of adoption. On April 8, 2020, the FASB changed the effective date of this standard applicable to the
Company as an emerging growth company to January 1, 2022. The Company adopted this standard as of January 1, 2022 with no material impact
on the unaudited condensed consolidated financial statements.
In December 2019, the FASB issued ASU No 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes (“Topic 740”), as
part of its simplification initiative to reduce the cost and complexity in accounting for income taxes.
10

Table of Contents

The amendments in ASU 2019-12 removes certain exceptions related to the approach for intraperiod tax allocation, the methodology for
calculating income taxes in an interim period and the recognition of deferred tax liabilities for outside basis differences. ASU 2019-12 also
amends other aspects of the guidance to help simplify and promote consistent application of GAAP. The guidance is effective for interim and
annual periods beginning after December 15, 2020, with early adoption permitted. For emerging growth companies, the standard is effective for
fiscal years beginning after December 15, 2021. The Company adopted this standard as of January 1, 2022 with no material impact on the
unaudited condensed consolidated financial statements.
In August 2020, the FASB issued ASU No. 2020-06, Debt—Debt with Conversion and Other Options (“Subtopic 470-20 ”) and Derivatives and
Hedging Contracts in Entity s Own Equity (“Subtopic 815-40 ”): Accounting for Convertible Instruments and Contracts in an Entity’s Own
Equity. ASU 2020-06 will simplify the accounting for convertible instruments by reducing the number of accounting models for convertible debt
instruments and convertible preferred shares. Limiting the accounting models results in fewer embedded conversion features being separately
recognized from the host contract as compared with current GAAP. Convertible instruments that continue to be subject to separation models are
(i) those with embedded conversion features that are not clearly and closely related to the host contract, that meet the definition of a derivative,
and that do not qualify for a scope exception from derivative accounting and (ii) convertible debt instruments issued with substantial premiums for
which the premiums are recorded as additional paid-in capital. ASU 2020-06 also amends the guidance for the derivatives scope exception for
contracts in an entity’s own equity to reduce form-over-substance-based accounting conclusions. ASU 2020-06 will be effective for the Company
for fiscal years beginning after December 15, 2023. Early adoption is permitted, but no earlier than fiscal years beginning after December 15,
2020, including interim periods within those fiscal years. The Company is currently evaluating the potential impact adopting ASU 2020-06 will
have on the Company’s consolidated financial statements and related disclosures.
In June 2016, and in later clarifying amendments, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments. The pronouncement changes the impairment model for most financial assets and will
require the use of an “expected loss” model for instruments measured at amortized cost. Under this model, entities will be required to estimate the
lifetime expected credit loss on such instruments and record an allowance to offset the amortized cost basis of the financial asset, resulting in a net
presentation of the amount expected to be collected on the financial asset. ASU 2016-13 will be effective for the Company for fiscal years
beginning after December 15, 2022, with early adoption permitted. The Company is currently evaluating the potential impact adopting ASU
2016-13 will have on the Company’s consolidated financial statements and related disclosures.
3.

FAIR VALUE MEASUREMENTS
The following are the major categories of assets measured at fair value on a recurring basis as of September 30, 2022 and December 31, 2021:
As of September 30, 2022
Level 2
Level 3

Level 1

Assets:
Short-term investments
Total assets measured at fair value
Liabilities:
Derivative liability
Warrant liability
Total liabilities measured at fair value

$ 30,539
$ 30,539

$
$

—
—

$
$

$

$

—
—
—

$

$

—
—
—

$

$
$

—
1,553,186
$ 1,553,186

$

$ 33,248
$ 33,248

$
$

—
—

$
$

$

$

—
—
—

$ 5,379,878
1,871,687
$ 7,251,565

$

11

—
—

—
—
—

$

—
—

30,539
30,539

—
1,553,186
$ 1,553,186

As of December 31, 2021
Level 2
Level 3

Level 1

Assets:
Short-term investments
Total assets measured at fair value
Liabilities:
Derivative liability
Warrant liability
Total liabilities measured at fair value

Total

Total

$
$

33,248
33,248

$ 5,379,878
1,871,687
$ 7,251,565
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No transfers between levels have occurred in either reporting period presented. Refer to Note 8 below for further discussion on the extinguishment
of the derivative liability and Note 9 below for disclosures related to the warrant liability.
4.

PREPAID EXPENSES AND OTHER CURRENT ASSETS
Prepaid expenses and other current assets consist of the following:
September 30,
2022

Upfront research payments
Goods and services tax receivable
Insurance
Dues and subscriptions
Consultants
License fee
Deposits
Deferred financing costs
Miscellaneous
Total prepaid expenses and other current assets
5.

$

85,675
60,711
700,344
15,283
9,958
48,555
12,711
470,054
4,573
$ 1,407,864

December 31,
2021

$

$

554,878
48,690
32,853
—
69,915
19,754
6,839
—
4,387
737,316

PROPERTY AND EQUIPMENT
Property and equipment, net, consist of the following:
September 30,
2022

Laboratory equipment
Computer equipment
Total property and equipment
Less: accumulated depreciation
Property and equipment, net

$

$

60,994
18,109
79,103
(78,315)
788

December 31,
2021

$

$

66,403
17,657
84,060
(79,389)
4,671

Depreciation expense was $1,883 and $10,862 for the three months ended September 30, 2022 and 2021, respectively and $5,771 and $32,339 for
the nine months ended September 30, 2022 and 2021, respectively.
6.

INTANGIBLE ASSETS
The Company has intangible assets consisting of acquired rights and patents with finite lives.
In March 2012, the Company acquired rights to a certain patented technology that it had licensed from its Chief Scientific Officer for C$100,000.
The Company is amortizing this asset over its expected useful life of 15 years.
September 30,
2022

Intangible assets
Less: accumulated amortization
Intangible assets, net

$
$

72,577
(50,845)
21,732

December 31,
2021

$
$

79,015
(51,401)
27,614

Amortization expense was $1,263 and $1,322 for the three months ended September 30, 2022 and 2021, respectively and $3,886 and $3,959 for
the nine months ended September 30, 2022 and 2021, respectively.
As of September 30, 2022, the estimated expected amortization expense related to the Company’s intangible assets is $1,211 for the remaining
three months of 2022, $4,842 for each year through the year ended 2026, and the remaining $1,153 to be expensed during the year ended 2027.
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7.

ACCRUED LIABILITIES
Accrued liabilities consist of the following:
September 30,
2022

Legal
Accounting
Research and development
Accrued interest
Other
Accrued liabilities
8.

$

212,161
42,544
869,975
—
179,228
$ 1,303,908

December 31,
2021

$

$

171,777
123,026
106,845
54,398
64,047
520,093

CONVERTIBLE DEBT
In March 2021, the Company completed a $7.0 million private placement of the convertible unsecured debentures (“Debentures”). The Company
allocated $3,567,442 of proceeds to the Debentures. The Company incurred $48,220 of issuance costs in connection with the private placement of
which $24,575 was allocated to the Debentures and amortized over the life of the Debentures. The conversion feature has been recognized as a
derivative liability recorded as a discount to the Debentures, adjusted to fair value each reporting period with the change in fair value recorded in
the unaudited condensed consolidated statements of operations and comprehensive loss. The derivative liability was valued at $3,432,558 at
issuance.
On June 17, 2022, the Company amended the conversion feature of the Debentures (the “Amended and Restated Debentures”). Previously, the
Debentures were convertible into Common Shares at the option of the holder at any time and from time to time at a conversion price of $6.00.
Following the amendment, the Amended and Restated Debentures became convertible into Series 1 Convertible Preferred Shares at the option of
the holder at any time and from time to time at a conversion price of $6.00. No other terms of the Debentures were amended. The modification of
the Debentures was determined to be non-substantial.
In June 2022, the Company received notices of conversion from the holders of the Company’s Amended and Restated Debentures, requesting
conversions in the aggregate of $7.0 million, representing the entirety of the outstanding balance thereof. In satisfaction of the notices of
conversion, the Company issued 70,000,000 Series 1 Convertible Preferred Shares, described further in Note 9, to the Amended and Restated
Debenture holders in accordance with the terms of the Amended and Restated Debentures and made cash payments to settle accrued interest of
$17,069.
The Company recognized the redemption as an extinguishment of the outstanding debt and the related derivative, which required a
remeasurement of the derivative liability as of June 19, 2022. The derivative liability at June 19, 2022 was valued at $2,741,058 using a scenariobased valuation method using a Monte Carlo (“Monte Carlo”) simulation model, volatility of 87%, a risk-free interest rate of 2.94% and a
selected debt yield of 27.2%. On June 19, 2022, following the remeasurement of the derivative liability, the Company recognized a gain from the
change in fair value of the derivative liability of $892,753 during the three months ended June 30, 2022. The total gain recognized on the change
in fair value of the derivative liability was $2,643,123 during the nine months ended September 30, 2022. The extinguishment of the convertible
notes was accounted for as follows:

Carrying value of convertible debt net of issuance costs and debt discount (includes amortization of debt discount of $117,212 from
April 1, 2022 to June 19, 2022)
Derivative liability remeasured as of June 19, 2022
Total liabilities extinguished on conversion
Fair value of Series 1 Convertible Preferred Shares recorded to additional paid-in-capital
Gain on extinguishment of convertible debt and derivative liability

June 19, 2022

$

$

4,166,363
2,741,058
6,907,421
5,600,000
1,307,421

The fair value of Series 1 Convertible Preferred Shares recorded to additional paid-in-capital was calculated using the observable market price of
Common Shares as the basis for determining fair value. The fair value of Common Shares was $0.08 per share on the conversion date. Legal fees
resulting from the debt modification were expensed as incurred.
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9.

EQUITY
The Company has authorized an unlimited number of both Common and Preferred Shares. As of September 30, 2022 and December 31, 2021, the
Company had 7,195,529 issued and outstanding Common Shares and 70,000,000 and 0 issued and outstanding Series 1 Convertible Preferred
Shares as of September 30, 2022 and December 31, 2021, respectively. The Common Shares have no par value.
Common Shares reserved for future issuance consists of the following:

Warrants
Series 1 Convertible Preferred Shares
Convertible debt
Options issued and outstanding under stock option plan
Deferred share units
Common Shares available for grant under stock option plan
Total Common Shares reserved for future issuance

September 30,
2022

December 31,
2021

1,458,496
1,166,667
—
1,043,025
1,061
396,080
4,065,329

1,560,588
—
1,166,667
738,037
1,061
281,798
3,748,151

The rights of the Common Shares are as follows:
Voting
Subject to any special voting rights or restrictions, holders of Common Shares entitled to vote shall have one vote per share.
Dividends
The Company’s Board of Directors may from time to time declare and authorize payment of dividends, if any, as they may deem advisable and
need not give notice of such declaration to any shareholder. Subject to the rights of common shareholders, if any, holding shares with specific
rights as to dividends, all dividends on Common Shares shall be declared and paid according to the number of such shares held and paid in
Canadian dollars.
Liquidation Rights
In the event of the liquidation, dissolution or winding-up of the Company or any other distribution of the Company’s assets for the purpose of
winding up the Company’s affairs, after the payment of dividends declared but unpaid, the holders of Common Shares shall be entitled pari passu
to receive any remaining property of the Company.
Series 1 Convertible Preferred Shares
On June 17, 2022, the directors of the Company authorized the issuance of 70,000,000 Series 1 Convertible Preferred Shares (“Preferred Shares”)
with the following preferences, privileges and rights:
Dividends
If the Company declares, pays or sets aside any dividends on shares of any other class or series of capital stock the holders of the Preferred Shares
shall receive a dividend on each outstanding share of Preferred Share in an amount equal to that dividend per share of the Preferred Share as
would equal the product of the dividend payable as if all shares of such series had been converted into Common Shares.
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Liquidation
In the event of any voluntary or involuntary liquidation, dissolution or winding up of the Company, the holders of the Preferred Shares shall be
entitled to be paid out of the assets of the Company available for distribution to the shareholders an amount per share equal to $6.00, plus any
dividends declared but not paid. If, upon any such liquidation event, the assets available for distribution to the shareholders are insufficient to pay
the holders of the Preferred Shares, the holders of the Preferred Shares shall share ratably in any distribution of the assets available for distribution
in proportion to the respective amounts which would otherwise be payable in respect of the shares held by them upon such distribution if all
amounts payable on or with respect to such shares were paid in full.
Voting
The Preferred Shares do not confer any voting rights or privileges.
Redemption
The Preferred Shares are not subject to mandatory redemption or other redemption provisions for which the events resulting in redemption are not
within the Company’s control.
Optional Conversion
Preferred Shares are convertible, at the option of the holder thereof, at any time and from time to time, and without the payment of additional
consideration by the holder thereof, into such number of fully paid and non-assessable Common Shares as is determined by dividing $0.10 by the
applicable conversion price in effect at the time of conversion. The Conversion Price was initially equal to $0.10 and, following the Reverse Share
Split on June 28, 2022, is equal to $6.00, such that 60 Preferred Shares are convertible into 1 Common Share.
Mandatory Conversion
All outstanding Preferred Shares shall automatically convert into Common Shares, at the effective conversion rate upon the closing of one or more
sales of equity securities resulting in at least $30 million of gross proceeds to the Company.
Equity Transactions
In August 2021, the Company announced the closing of a public offering of 2,096,357 Common Share units at a price of $9.60 per unit for gross
proceeds of $20,125,000. The Company incurred $3,067,604 of share issuance costs in conjunction with the public offering. Each Common Share
unit (“Unit”) consisted of one Common Share and one-quarter Common Share purchase warrant. Each whole warrant entitles the holder thereof to
purchase one quarter Common Share at an exercise price of $12.60 per share at any time for five years. The warrants contain an acceleration
clause allowing the Company to accelerate the expiry date of the warrants to 30 days following a time period during which the Common Share
VWAP exceeds a TSX trading price of C$37.80 for ten consecutive trading days.
The Company determined the allocation of the US$9.60 per Unit issue price to the Common Shares and the one-quarter Common Share purchase
warrants based on the relative fair values of the warrants, with the residual charged to equity. The Common Shares were allocated gross proceeds
of $15,868,381 and share issue costs of $1,665,099. The Common Share warrants are accounted for as a warrant liability since the exercise price
is in US$ while the Company’s functional currency is C$. The initial balance was calculated using the assumptions below resulting an allocation
of gross proceeds of $2,739,221. Due to the existence of the acceleration option, the Company determined it was appropriate to fair value the
warrants using a Monte Carlo model. The Common Shares issued were allocated a price of $8.28 per share and the quarter Common Share
purchase warrants were allocated a price of $1.32. Assumptions used to determine the value of the Common Share warrants were: an average riskfree interest rate of 0.84%; annual volatility of 95.6%; and expected life of 5.0 years. The issuance costs allocated to the warrants based on the
relative fair values of the warrants amounted to $444,558 and were charged to general and administrative expense in the condensed consolidated
statements of operations and comprehensive loss.
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As of September 30, 2022, the fair value of the warrants was calculated using the Monte Carlo model with the following parameters: risk free
interest rate of 4.08%; annual volatility of 89.2%; and expected life of 3.9 years. The balance as of September 30, 2022 was $1,553,186.
September 30,
2022

Balance at December 31, 2021
Change in fair value of the warrant liability
Foreign exchange loss
Balance at September 30, 2022

$

$

1,871,687
(326,741)
8,240
1,553,186
December 31,
2021

Balance at December 31, 2020
Warrant liability at issuance
Change in fair value of the warrant liability
Foreign exchange gain
Balance at December 31, 2021
10.

$

$

—
2,739,221
(840,555)
(26,979)
1,871,687

WARRANTS
As of September 30, 2022, outstanding Common Share warrants and exercise prices denominated in C$ unless otherwise noted, related to unit
offerings are as follows:
Exercise
Price $

Number of
Warrants

28.80
28.80
18.00
18.00
18.00
12.00
USD12.60
USD9.60

11.

Expiry date

100,073
139,659
68,334
150,818
49,167
279,613
524,088
146,744
1,458,496

April 2023
January 2024
June 2024
November 2024
December 2024
November 2025
August 2026
August 2026

SHARE-BASED COMPENSATION
2007 Stock Option Plan
The Company maintains the 2007 Stock Option Plan (“2007 Option Plan”). In June 2015, the 2007 Option Plan was amended from a fixed
option plan to a rolling share option plan pursuant to which the Company is authorized to grant options of up to 20% of its issued and outstanding
Common Shares. Share options granted vest at various rates and have a term not exceeding ten years. As of September 30, 2022 and
December 31, 2021, the Company had 396,080 and 281,798 options, respectively, available for grant under the 2007 Option Plan.
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The following table summarizes the activity of the share options under the 2007 Option Plan for the nine months ended September 30, 2022. All
amounts are denominated in C$, except year and share amounts:

Number of
Share
Options

Outstanding as of December 31, 2021

738,037

Granted
Forfeited
Outstanding as of September 30, 2022
Vested and exercisable as of September 30, 2022

Weighted
Average
Exercise
Price Per
Share

Weighted
Average
Remaining
Contractual
Term (years)

$ 8.15

5.1

$ 2,231,253

—
—
6.4
4.4

—
—
2,377,874
$ 2,073,899

360,000
(55,012)
1,043,025
648,698 $

7.54
15.98
7.53
7.32

Aggregate
Intrinsic
Value

The aggregate intrinsic value of options outstanding and vested and exercisable is calculated as the difference between the exercise price of the
underlying options, and the fair value of the Company’s Common Shares.
During the nine months ended September 30, 2022 and 2021, the Company granted share options with a grant date fair value C$2,102,400 and
C$918,822 respectively. During the nine months ended September 30, 2022 there were no options exercised.
The fair value of the share options granted was estimated using Black Scholes with the following assumptions:
Nine Months Ended
September 30,
2022
2021

Weighted average fair value of Common Shares
Expected volatility
Risk-free interest rate
Expected dividend yield
Expected term (years)

C$

5.84
C$
95.34 %
2.71 %
0%
6.0

6.24
94.43 %
0.81 %
0%
4.1

Expected volatility is based on historical volatility of our shares over the expected life of the option, as our options are not readily tradable.
DSU Plan
The Company has a deferred share unit plan (“DSU Plan”) for senior officers. Under the DSU Plan, rights to the Company’s Common Shares
may be awarded on a deferred payment basis up to a maximum of 16,666 Common Share units. Each deferred share unit will fully vest upon
cessation of employment with the Company and then can be redeemed for one Common Share of the Company by the unitholder. The Company
has 1,061 units outstanding as of September 30, 2022.
Share-based Payment Expense
The following table summarizes total share-based compensation included in the Company’s accompanying unaudited condensed consolidated
statements of operations and comprehensive loss:
Three Months Ended
September 30,
2022
2021

Research and development
General and administrative
Total share-based compensation expense

$

39,627
68,957
$ 108,584

$

31,286
158,343
$ 189,629

Nine Months Ended
September 30,
2022
2021

$ 151,062
197,799
$ 348,861

$ 157,147
240,333
$ 397,480

As of September 30, 2022, there was C$2,382,998 of unrecognized share-based compensation related to options outstanding, which were
expected to be recognized over weighted-average remaining service period of 3.4 years.
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12.

RELATED PARTY TRANSACTIONS
During the nine months ended September 30, 2022 and 2021, the Company paid $320,247 and $193,916, respectively, for consulting services to a
firm specializing in finance and strategic support for life science companies. The Chief Financial Officer of the Company is a managing director
of the consulting firm.
In April 2016, the Company entered into a three-year, collaborative research agreement (“CRA”) with the University of British Columbia
(“UBC”) and the Vancouver Coastal Health Authority in the amount of C$787,500, with the Company’s Chief Scientific Officer, as principal
investigator at the UBC. In March 2018, the CRA was amended and funding was increased to C$892,500 over three years. In July 2018, the total
funding commitment to UBC increased to C$1,130,000 over the period of the agreement. In February 2019, the CRA was amended, and funding
was increased to C$2,130,000 for an additional two-year period. In September 2019, the CRA was amended, and funding was increased to
C$2,630,000 for an additional one- year period. In November 2021, the CRA was amended for an additional grant of C$800,000 effective
January 1, 2022, for the 2022 calendar year for total funding of C$3,430,000. In January 2022, the UBC CRA was amended, and funding was
increased to C$5,030,000 for an additional two years. This amendment, along with the November 2021 amendment extends the project for an
additional three years, effective January 1, 2022. During the nine months ended September 30, 2022 and 2021, the Company incurred costs of
$409,268 and $233,115, respectively, and are included in research and development expenses in the accompanying unaudited condensed
consolidated statements of operations and comprehensive loss.
Following the resignation of Eugene Williams as CEO of the Company and the appointment of Gail Farfel, Ph.D. as the Company’s new CEO in
September 2022, the Company entered into a Strategic Services Agreement with the former CEO. Mr. Williams will serve as a consultant and
strategic advisor to the Board. During the period from September 19, 2022 and ending on its third anniversary (the “Consulting Period”), subject
to earlier termination under certain circumstances, Mr. Williams will serve as a consultant to the Board providing reasonable advisory and
consulting services with respect to the Company’s business. Service in this role counts as service towards the vesting and exercisability of Mr.
Williams’ outstanding equity compensation awards from the Company, including awards granted to Mr. Williams in his capacity as an employee
prior to his resignation date. In exchange for such consulting services, the Company will pay Mr. Williams, in equal monthly installments, a
consulting fee of $225,000 per year during the Consulting Period. The Company accrued general and administrative consulting expenses of
$7,500 for the prorated September 2022 consulting installment and did not make any cash payments during the nine months ended September 30,
2022.

13.

COMMITMENTS AND CONTINGENCIES
Research, Development and License Agreements
The Company enters into research, development and license agreements with various parties in the ordinary course of business where the
Company receives research services and rights to proprietary technologies. The agreements require compensation to be paid by the Company,
typically, by a combination of the following:
●

fees comprising amounts due initially on entering into the agreements and additional amounts due either on specified timelines or
defined services to be provided;

●

milestone payments that are dependent on products developed under the agreements proceeding toward specified plans of clinical trials
and commercial development; and

●

royalty payments calculated as a percentage of net sales, commencing on commercial sale of any product candidates developed from the
technologies.

Milestone and royalty related amounts that may come due under various agreements are dependent on, among other factors, preclinical safety and
efficacy, clinical trials, regulatory approvals and, ultimately, the successful development and commercial launch of a new drug, the outcomes and
timings of which are uncertain. Amounts due per the various agreements for milestone payments will accrue once the occurrence of a milestone is
likely. Amounts due as royalty payments will accrue as commercial revenues from the product are earned. Through September 30, 2022, no
events have occurred that require accrual of any milestone or royalty related amounts.
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UBC and the Vancouver Coastal Health Authority Agreement
In April 2016, the Company entered into a three-year, CRA with the UBC and the Vancouver Coastal Health Authority. The agreement was
amended various times through September 2019. In January 2022, the UBC CRA was amended, and funding was increased to C$5,030,000 for an
additional two years. This amendment, along with the November 2021 amendment extends the project for an additional three years, effective
January 1, 2022. Refer to Note 12 Related Party Transactions.
UBC Agreement
In February 2009, the Company entered into an agreement with UBC to further the development and commercialization of certain technology
developed, in part, by the Company’s Chief Scientific Officer. The agreement was amended and restated in October 2015. Under the amended and
restated agreement, the Company is committed to make royalty payments based on revenue earned from the licensed technology. An annual
license fee is payable over the term of the agreement. The agreement remains effective unless terminated under the provisions of the agreement.
Through September 30, 2022 no accruals for royalty payments have been made.
University Health Network Agreement
In April 2006, and in additional amendments through November 2013, the Company entered into an agreement with the University Health
Network, Toronto, to license certain technology and related intellectual property. Under the agreement, the Company is committed to make
milestone payments of up to C$635,000 based on the successful outcomes of clinical and regulatory outcomes, buyout payments and royalty
payments based on revenue earned from the licensed technology. As of September 30, 2022 and December 31, 2021, no milestones or royalty
payments have been made.
Indemnification
In the ordinary course of business, the Company enters into agreements that may include indemnification provisions. Pursuant to such
agreements, the Company may indemnify, hold harmless and defend an indemnified party for losses suffered or incurred by the indemnified party.
Some of the provisions will limit losses to those arising from third party actions. In some cases, the indemnification will continue after the
termination of the agreement. The maximum potential amount of future payments the Company could be required to make under these provisions
is not determinable. The Company has never incurred material costs to defend lawsuits or settle claims related to these indemnification provisions.
The Company has also entered into indemnification agreements with its directors and officers that may require the Company to indemnify its
directors and officers against liabilities that may arise by reason of their status or service as directors or officers. The Company currently has
directors’ and officers’ insurance.
Leases
During the nine months ended September 30, 2022 and 2021, the Company made short-term lease payments in the amount of $49,854 and
$15,909, respectively, and are included in general and administrative expenses in the accompanying unaudited condensed consolidated statements
of operations and comprehensive loss. The Company’s commitment for future payments under its lease agreements is $9,553 for the remainder of
the year ended 2022.
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14.

NET LOSS PER SHARE

The following table sets forth the computation of basic and diluted net loss per share attributable to common shareholders:
Nine Months Ended September 30,
2022
2021

Numerator:
Net loss attributable to common shareholders
Denominator:
Weighted-average shares outstanding used in computing net loss per share attributable to common
shareholders, basic and diluted
Net loss per share attributable to common shareholders, basic and diluted

$ 10,879,155

$

7,648,055

7,195,529
(1.51)

$

5,310,483
(1.44)

$

The following outstanding potentially dilutive Common Shares equivalents were excluded from the computation of diluted net loss per share for
the periods presented because including them would have been antidilutive:
September 30,
2022

Options issued and outstanding under stock option plan
Warrants
Convertible debt
Series 1 Convertible Preferred Shares
Deferred share units
Total
15.

1,043,025
1,458,496
—
1,166,667
1,061
3,669,249

2021

689,321
1,560,588
1,166,667
—
1,061
3,417,637

SUBSEQUENT EVENTS
In October 2022, the Company announced the closing of a private offering of 1,383,755 Common Share units at a price of $5.40 per unit for gross
proceeds of $7,472,277. Each Common Share unit (“Unit”) consisted of one Common Share and one-quarter Common Share purchase warrant.
Each whole warrant entitles the holder thereof to purchase one quarter Common Share at an exercise price of $7.50 per Common Share at any
time during the five-year period commencing six months after the closing date of the transaction. Related to the sale of the Units, the Company
paid certain intermediaries $597,782 and issued 69,188 compensation warrants. The compensation warrants are exercisable at a price of $6.10 per
Common Share any time for during the five-year period commencing six months after the closing date of the transaction. The compensation
warrants have been issued as consideration for services provided by the intermediaries.
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ITEM 2. FINANCIAL INFORMATION
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
All references in this management’s discussion and analysis of financial condition and results of operations, or MD&A, to the “Company”, “ProMIS”,
“we”, “us”, or “our” refer to ProMIS Neurosciences Inc., unless otherwise indicated or the context requires otherwise. The following MD&A is prepared
as of November 14, 2022 for the three and nine months ended September 30, 2022 and should be read in conjunction with the audited consolidated
financial statements for the year ended December 31, 2021 and 2020 included in the Form 10 and the unaudited condensed consolidated interim financial
statements for the three and nine months ended September 30, 2022 and 2021 included in this Quarterly Report on Form 10-Q (collectively, the
“Financial Statements”), which have been prepared by management in accordance with GAAP as issued by the FASB. All dollar amounts refer to United
States dollars, except as stated otherwise. Unless otherwise stated herein, all share and per share numbers relating to the Company’s Common Shares
prior to the effectiveness of the Reverse Share Split have been adjusted to give effect to the Reverse Share Split.
Overview
We are applying our patented technology platform to build a portfolio of antibody therapies, therapeutic vaccines, and other antibody-based therapies in
neurodegenerative diseases and other protein-misfolding diseases, with a focus on Alzheimer’s disease (AD), multiple system atrophy (MSA), and
amyotrophic lateral sclerosis (ALS). The Company also plans to pursue additional synucleinopathies including Parkinson’s disease (PD) and dementia with
Lewy bodies (DLB), and schizophrenia. We believe these diseases share a common biologic cause – misfolded versions of proteins, that otherwise perform
a normal function, becoming toxic and killing neurons, resulting in disease. ProMIS’ technology platform enables drug discovery through a combination of
protein biology, physics and supercomputing. We believe this platform provides a potential advantage in selectively targeting the toxic misfolded proteins
with therapeutics or detecting them with diagnostics.
We are developing a pipeline of antibodies aimed at selectively targeting misfolded toxic forms of proteins that drive neurodegenerative diseases without
interfering with the essential functions of the same properly folded proteins. Our product candidates are PMN310, PMN442, and PMN267. Our lead
product candidate is PMN310, a monoclonal antibody designed to treat AD by selectively targeting toxic, misfolded oligomers of amyloid-beta. In light of
research suggesting that misfolded toxic a-syn is a primary driver of disease in synucleinopathies, our second lead product candidate, PMN442, shows
robust binding to pathogenic a-syn oligomers and seeding fibrils in preclinical studies, with negligible binding to a-syn monomers and physiologic
tetramers which are required for normal neuronal function. PMN267 is our third lead product candidate, which has been shown in preclinical studies to
selectively recognize misfolded, cytoplasmic TDP-43 aggregates without interacting with normal TDP-43. Misfolded TDP-43 is believed to play an
important role in the development of ALS. We also have a number of earlier stage preclinical programs as discussed in the Business section of the Form 10
Registration Statement.
We are incorporated under the Canada Business Corporations Act and located at 1920 Yonge Street, Toronto, Ontario. We are traded on the TSX and
Nasdaq under the symbol PMN. We have a wholly-owned U.S. subsidiary, ProMIS USA, which was incorporated in January 2016 in the State of
Delaware. To date, ProMIS USA has had no material activity and has no material financial impact on our Financial Statements. Since our inception, we
have devoted substantially all of our resources to developing our platform technologies, building our intellectual property portfolio, business planning,
raising capital and providing general and administrative support for these operations. We have principally financed our operations through private
placements of Common Shares and warrants and convertible debt.
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We have incurred significant operating losses since inception. Our ability to generate product revenue sufficient to achieve profitability will depend heavily
on the successful development and eventual commercialization of our product candidates and any future product candidates. Our net losses were $10.8
million and $7.5 million for the nine months ended September 30, 2022 and 2021, respectively, and were $6.0 million and $1.2 million for the three
months ended September 30, 2022 and 2021, respectively. As of September 30, 2022 and December 31, 2021, we had an accumulated deficit of $73.0
million and $62.2 million, respectively. We expect to continue to incur net losses for the foreseeable future and, if able to raise additional funding, would
expect our research and development expenses, general and administrative expenses and capital expenditures to increase. In particular, if we are able to
raise additional funding we expect our expenses to increase as we continue our development of, and seek regulatory approvals for, our product candidates,
as well as initiate clinical trials, hire additional personnel, pay fees to outside consultants, lawyers and accountants, and incur other increased costs
associated with being a public company. In addition, if we obtain marketing approval for any product candidates, we expect to incur significant
commercialization expenses related to product manufacturing, marketing, sales and distribution. We may also incur expenses in connection with the inlicensing or acquisition of additional product candidates. Furthermore, following the recent effectiveness of the Form 10 Registration Statement, we expect
to incur additional costs associated with operating as a public company in the United States, including significant legal, accounting, investor relations,
compliance and other expenses that we did not incur as a public Canadian company.
As a result, we will need substantial additional funding to support our continuing operations and pursue our growth strategy. Until such time as we can
generate significant revenue from product sales, if ever, we expect to finance our operations through the sale of equity, debt financings, or other capital
sources, which may include collaborations with other companies or other strategic transactions. We may be unable to raise additional funds or enter into
such other agreements or arrangements when needed on favorable terms, or at all. If we fail to raise capital or enter into such agreements as and when
needed, we may have to significantly delay, reduce or eliminate the development and commercialization of one or more of our product candidates or delay
our pursuit of potential in-licenses or acquisitions.
Because of the numerous risks and uncertainties associated with product development, we are unable to predict the timing or amount of increased expenses
or when or if we will be able to achieve or maintain profitability. Even if we are able to generate product sales, we may not become profitable. If we fail to
become profitable or are unable to sustain profitability on a continuing basis, then we may be unable to continue our operations at planned levels and be
forced to reduce or terminate our operations.
We expect that our cash of $3.9 million as of September 30, 2022 and the estimated net proceeds from the October 2022 financing of $6.4 million, will not
be sufficient to fund the Company’s operating expenses for at least 12 months from the date these Financial Statements were issued. Refer to additional
discussion related to going concern considerations in “Liquidity and Capital Resources.”
Program Updates
ProMIS lead program PMN310: Potential Next Generation Therapy for AD
PMN310, a monoclonal antibody selective for toxic amyloid-beta oligomers in AD, is our lead product candidate. In the third quarter of 2022, the
Company made significant progress on the program elements.
Producer cell line development has been completed. We have manufactured material to be used in Good Laboratory Practice (GLP) toxicology studies and
are on track for producing current Good Manufacturing Practice (cGMP) material for use in the initial clinical trials of PMN310, if allowed to proceed. We
have completed pilot toxicology, pharmacokinetics (PK) and tissue cross reactivity (TCR) studies and conducted the formal GLP studies to support an
Investigational New Drug Application (“IND”). Development of assays to measure drug levels in nonhuman primates and in human studies was completed
in the second quarter of 2022. We anticipate enrolling the first subject in our phase 1a trial in the first half of 2023 subject to FDA’s acceptance of the IND.
In addition, we have initiated formulation development with two vendors, with the goal of developing a high concentration formulation that can support
subcutaneous dosing as a future step to improve overall convenience and patient compliance. The first stage of development towards a subcutaneous
formulation was completed in the third quarter of 2022.
Expenditures for PMN310 in the three months ended September 30, 2022 were approximately $3.0 million, not including allocations of senior
management time.
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ALS Portfolio, including TAR-DNA binding protein 43 (TDP-43)
The ALS portfolio includes antibodies targeting misfolded forms of TDP-43 and receptor of activated protein C kinase 1 (“RACK1”). Based on the
binding profile and activity of selected antibodies/intrabodies against misfolded TDP-43, we have declared PMN267 as our lead candidate for the treatment
of ALS. The evidence to date supports potential use of PMN267 both as an intrabody or as a conventional antibody acting inside neurons as well as outside
neurons to stop the cell-to-cell propagation of toxic TDP-43 aggregates. PMN267 is currently being humanized in a human IgG1 framework for future
clinical testing. In addition to pursuing development of PMN267, we are exploring the scientific interaction between the various targets, and our goal is to
identify and develop a portfolio of complementary therapies that alone and/or together may play a significant role in effectively treating disease.
In the three months ended September 30, 2022, our total expenditure for the ALS portfolio was $0.3 million, not including allocations of senior
management time.
Other key projects
We continue to make considerable progress on other key projects, in addition to our top priorities PMN310 and PMN267. Based on the characterization of
selected antibodies to date, we have declared PMN442 as our lead alpha-synuclein antibody candidate. In vivo testing in mouse disease models is ongoing
and results are expected in the second half of 2022. PMN442 is currently being humanized in a human IgG1 framework for future clinical testing
In the amyloid vaccine program, additional mouse studies that build on data obtained previously, are ongoing in collaboration with the Vaccine and
Infectious Disease Organization (VIDO) at the University of Saskatchewan with the aim to develop an optimized AD vaccine containing our peptide
antigens conjugated to a carrier protein in formulation with an adjuvant. A vaccination study in a mouse model of AD is ongoing. Studies have also been
initiated with VIDO to test potential a-syn vaccine candidates utilizing our peptide antigens to target pathogenic a-syn.
Recent Corporate Highlights
In July 2022, the Company announced that it received final approval from Nasdaq to list its Common Shares on Nasdaq. The Company’s Common Shares
began trading on Friday, July 8, 2022, under the symbol “PMN”. The Company’s Common Shares continue to trade on the TSX under the same symbol
“PMN” (its current symbol). Concurrent with the listing of ProMIS’ Common Shares on Nasdaq, the Common Shares ceased to be quoted on the OTCQB.
In September 2022, Eugene Williams resigned as the Company’s Chief Executive Officer. He continues to serve in his role as Chairman of the Board. The
Board also approved the appointment of Gail Farfel, Ph.D. as the Company’s Chief Executive Officer, effective September 19, 2022.
In October 2022, the Company closed the sale of the PIPE Units pursuant to the Unit Purchase Agreements. The gross proceeds to the Company from the
PIPE Offering were approximately $7.47 million before deducting placement agent fees and other offering expenses.
Components of Operating Results
Revenue
We have not generated any revenue since our inception and do not expect to generate any revenue from the sale of our products in the near future, if at all.
If our product candidates are successful and result in marketing approval or if we enter into collaboration or license agreements with third parties, we may
generate revenue in the future from a combination of product sales or payments from such collaboration or license agreements.
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Operating Expenses
Research and Development Expenses
Research and development expenses consist primarily of costs incurred in connection with the development and research of our platform technologies, as
well as unrelated discovery program expenses. We expense research and development costs in the periods in which they are incurred. These expenses
include:
●
●
●
●

employee-related expenses, including salaries, related benefits and share-based compensation expense, for employees engaged in research
and development activities;
external research and development expenses incurred under arrangements with third parties, such as contract research organizations or
contract research organizations (“CROs”), and consultants;
the cost of acquiring, developing, and manufacturing clinical study materials; and
costs associated with preclinical and clinical activities and regulatory operations.

We enter into consulting, research, and other agreements with commercial entities, researchers, universities, and others for the provision of goods and
services. Such arrangements are generally cancelable upon reasonable notice and payment of costs incurred. Costs are considered incurred based on an
evaluation of the progress to completion of specific tasks under each contract using information and data provided by the respective vendors, including our
clinical sites. These costs consist of direct and indirect costs associated with our platform technologies, as well as fees paid to various entities that perform
certain research on our behalf. Depending upon the timing of payments to the service providers, we recognize prepaid expenses or accrued expenses
related to these costs. These accrued or prepaid expenses are based on management’s estimates of the work performed under service agreements,
milestones achieved, and experience with similar contracts. We monitor each of these factors and adjust estimates accordingly. See “Item 1A. Risk Factors”
in the Form 10.
Research and development activities account for a significant portion of our operating expenses. If we are able to obtain additional funding, we expect our
research and development expenses to increase substantially for the foreseeable future as we continue to implement our business strategy, which includes
advancing our platform technologies through clinical development as well as other product candidates into clinical development, expanding our research
and development efforts, including hiring additional personnel to support our research efforts, our clinical and product development efforts, and seeking
regulatory approvals for our product candidates that successfully complete clinical trials.
We use our personnel and infrastructure resources across multiple research and development programs directed toward identifying and developing product
candidates. Our direct research and development expenses consist primarily of external costs, including fees paid to consultants, contractors and CROs in
connection with our development activities and the cost of acquiring, developing, and manufacturing clinical study materials.
General and Administrative Expenses
General and administrative expenses consist primarily of personnel costs including salary, bonus, employee-benefits and share-based compensation, costs
incurred in development and protection of intellectual property, professional service fees, and other general overhead and facility costs, (including rent)
depreciation and amortization. If we are able to obtain additional funding, we expect our general and administrative expenses to increase substantially for
the foreseeable future as we increase our administrative function to support the growth of the business and its continued research and development
activities.
Other (Expense) Income
Other (expense) income consists primarily of interest expense on our Debentures, changes in the fair value of our financial instruments and the gain on
extinguishment of our convertible debt and derivative liability.
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Result of Operations
Nine Months Ended September 30, 2022 and 2021
The following table summarizes our results of operations for the periods presented:
Nine Months Ended September 30,
2022
2021

Operating expenses
Research and development
General and administrative
Total operating expenses
Loss from operations
Other (expense)/income, net
Net loss

$

$

Change

9,702,978 $ 1,779,285 $
5,154,324
1,964,978
14,857,302
3,744,263
(14,857,302)
(3,744,263)
4,060,544
(3,801,234)
(10,796,758) $ (7,545,497) $

7,923,693
3,189,346
11,113,039
(11,113,039)
7,861,778
(3,251,261)

Research and Development Expenses
The following table summarizes the period-over-period changes in research and development expenses for the periods presented:
Nine Months Ended September 30,
2022
2021

Direct research and development expenses by program
PMN310
ALS
Platform and other programs
Indirect research and development expenses:
Personnel related expense, including share-based compensation
Consulting expense
Other operating costs
Total research and development expenses

$

$

5,823,786
690,539
392,905
1,572,609
1,110,319
112,820
9,702,978

$

$

Change

558,965
186,667
194,105

$ 5,264,821
503,872
198,800

495,076
297,357
47,115
1,779,285

1,077,533
812,962
65,705
$ 7,923,693

Research and development expenses increased by $8.0 million, or 445%, for the nine months ended September 30, 2022 compared to the nine months
ended September 30, 2021. This increase is attributable to a $6.0 million increase in direct research and development expenses related to a $5.3 million
increase in spending on our lead program, PMN310, largely attributable to $3.3 million of expenses on pre-clinical preparation costs and $2.3 million on
external research costs, $0.5 million increase in expenses on external research costs on ALS portfolio projects and a $0.2 million increase in spending on
our platform technology and other projects. Personnel related expenses increased by $1.1 million due to the engagement of additional personnel, including
a part-time chief medical officer and chief operating officer, as well as the engagement of certain management personnel on a full-time basis in 2022. The
$0.8 million increase in consulting expense relates to various consultants advising on the preparation of the IND and design of preclinical and clinical trials
for PMN310.
General and Administrative Expenses
The following table summarizes the period-over-period changes in general and administrative expenses for the periods presented:
Nine Months Ended September 30,
2022
2021

Personnel related, including share-based compensation
Professional and consulting fees
Patent expense
Facility-related and other
Total general and administrative expenses

$

$

25

1,140,720
3,706,245
358,974
(51,615)
5,154,324

$

$

633,193
734,159
309,229
288,397
1,964,978

Change

$

$

507,527
2,972,086
49,745
(340,012)
3,189,346
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General and administrative expenses increased by $3.2 million, or 162%, for the nine months ended September 30, 2022 compared to the nine months
ended September 30, 2021. Personnel costs increased by $0.6 million due to the addition of full-time management and employees offset by a $0.1 million
decrease in stock compensation. The $3.0 million increase in professional and consulting fees was due to $1.3 million of one-time costs related to our
listing on Nasdaq, increased consulting fees of $0.3 million, an increase of $0.6 million in investor relations expenses, an increase of $0.1 million in
recruiting costs, an increase in legal fees of $0.3 million, increased Board payments of $0.1 million and an increase an insurance of $0.2 million. Patent
fees increased by $0.1 million and facilities costs increased by $0.1 million offset by warrant issuance costs of $0.5 million related to the August 2021
financing.
Other Income (Expense)
Other income increased by $7.9 million for the nine months ended September 30, 2022 compared to the nine months ended September 30, 2021. The
increase was primarily due to a $6.5 million change in fair value of the derivative liability and warrant liabilities, a $1.3 million gain on extinguishment of
convertible debt and derivative liability, and a $0.1 million increase in other income.
Three Months Ended September 30, 2022 and 2021
The following table summarizes our results of operations for the periods presented:
Three Months Ended September 30,
2022
2021

Operating expenses
Research and development
General and administrative
Total operating expenses
Loss from operations
Other income/(expense), net
Net loss

$

4,570,562
1,483,573
6,054,135
(6,054,135)
97,260
(5,956,875)

$

$

Change

805,392 $
1,265,486
2,070,878
(2,070,878)
860,235
(1,210,643) $

$

3,765,170
218,087
3,983,257
(3,983,257)
(762,975)
(4,746,232)

Research and Development Expenses
The following table summarizes the period-over-period changes in research and development expenses for the periods presented:
Three Months Ended September 30,
2022
2021

Direct research and development expenses by program
PMN310
ALS
Platform and other programs
Indirect research and development expenses:
Personnel related expense, including share-based compensation
Consulting expense
Other operating costs
Total research and development expenses

$

$

2,988,181
286,481
84,875
573,681
604,139
33,205
4,570,562

$

$

Change

295,306
69,833
104,237

$ 2,692,875
216,648
(19,362)

177,272
143,452
15,292
805,392

396,409
460,687
17,913
$ 3,765,170

Research and development expenses increased by $3.8 million, or 467%, for the three months ended September 30, 2022 compared to the three months
ended September 30, 2021. This increase is attributable to a $2.9 million increase in direct research and development expenses related to a $2.7 million
increase in spending on our lead program, PMN310, largely attributable to $1.6 million of expenses on pre-clinical preparation costs and $1.3 million on
external research costs and $0.2 million in external research costs on ALS portfolio projects. The $0.5 million increase in consulting expense relates to
various consultants advising on the preparation of a PMN310 IND and design of preclinical and clinical trials. The increase of $0.4 million in personnel
related expenses relates to the engagement of full-time and additional management personnel in 2022.
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General and Administrative Expenses
The following table summarizes the period-over-period changes in general and administrative expenses for the periods presented:
Three Months Ended September 30,
2022
2021

Personnel related, including share-based compensation
Professional and consulting fees
Patent expense
Facility-related and other
Total general and administrative expenses

$

$

338,194
1,181,602
104,172
(140,395)
1,483,573

$

$

287,336
373,708
149,115
455,327
1,265,456

Change

$

$

50,858
807,894
(44,943)
(595,722)
218,087

General and administrative expenses increased by $0.2 million, or 17%, for the three months ended September 30, 2022 compared to the three months
ended September 30, 2021. The increase in professional and consulting fees included $0.3 million of one-time fees incurred in relation our Nasdaq listing,
increased insurance fees of $0.2 million, legal fees of $0.1 million, and an increase in investor relations expenses of $0.2 million. Additional drivers
included an increase in salaries, recruiting and other personnel related expenses of $0.2 million and a benefit of $0.2 million related to foreign exchange
impact, offset by a decrease in stock based compensation of $0.1 million and warrant issuance costs of $0.5 million related to the August 2021 financing.
Other Income (Expense)
Other income decreased by $0.8 million for the three months ended September 30, 2022 compared to the three months ended September 30, 2021. The
decrease was primarily due to a $0.9 million decrease on the gain from the change in fair value of the derivative liability and warrant liabilities offset by a
decrease of $0.1 million from interest expense.
Liquidity and Capital Resources
Sources of Liquidity
We are a development stage company as we have not generated revenues to date and do not expect to have significant revenues until we are able to sell a
product candidate after obtaining applicable regulatory approvals or we establish collaborations that provide funding, such as licensing fees, milestone
payments, royalties, research funding or otherwise. Operations have been financed since inception, through the sale of equity and debt securities and the
conversion of Common Share purchase warrants and share options. Our objectives, when managing capital, are to ensure there are sufficient funds
available to carry out our research, development and eventual commercialization programs. When we have excess funds, we manage our liquidity risk by
investing in highly liquid corporate and government bonds with staggered maturities to provide regular cash flow for current operations. We do not hold
any asset-backed commercial paper and our cash is not subject to any external restrictions. We also manage liquidity risk by frequently monitoring actual
and projected cash flows. The Board reviews and approves the Company’s operating and capital budgets, as well as any material transactions not in the
ordinary course of business. The majority of our accounts payable and accrued liabilities have maturities of less than three months. We are dependent on
our ability to generate revenues from our products or secure additional financing in order to continue our research and development activities and meet our
ongoing obligations.
We incurred a net loss of $10.8 million and $6.0 million for the nine months ended September 30, 2022 and three months ended September 30, 2022,
respectively, and reported an accumulated deficit of $73.0 million as of September 30, 2022. Management believes that these conditions raise substantial
doubt as to the Company’s ability to continue as a going concern within 12 months of the date the Financial Statements are issued. Additional funding will
be necessary to fund future clinical activities. We will seek additional funding through public financings, debt financings, collaboration agreements,
strategic alliances and licensing agreements. Although we have been successful in raising capital in the past, there is no assurance of success in obtaining
such additional financing on terms acceptable to us, if at all, and there is no assurance that we will be able to enter into collaborations or other
arrangements. If we are unable to obtain funding, it could force us to delay, reduce or eliminate research and development programs and product portfolio
expansion or commercialization efforts. These potential delays, reductions and eliminations could adversely affect future business prospects, and the ability
to continue operations.
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Cash Flows
The following table summarizes our sources and uses of cash for the periods presented:
Nine Months Ended September 30,
2022
2021

Net cash used in operating activities
Net cash used in investing activities
Net cash provided by financing activities
Effect of exchange rates on cash
Net increase (decrease) in cash

$

$

(12,480,255) $
(2,024)
—
(540,884)
(13,023,163) $

(5,258,703) $
(1,187)
25,522,356
(174,228)
20,088,238 $

Change

(7,221,552)
(837)
(25,522,356)
(366,656)
(33,111,401)

Cash Flows from Operating Activities
Cash used in operating activities was $12.5 million for the nine months ended September 30, 2022, which consisted of a net loss of $10.8 million,
increased by $3.3 million in non-cash activities and offset by a net change of $1.6 million in our operating assets and liabilities. The additive non-cash
activities primarily consisted of the change in fair value of financial instruments of $3.0 million and gain on extinguishment of debt and derivative liability
of $1.3 million, offset by non-cash charges for share-based compensation of $0.3 million, $0.2 million for amortization of convertible debt discount and
foreign exchange losses of $0.4 million. Changes in cash flows related to operating assets and liabilities primarily consisted of a $0.8 million increase in
prepaid expenses and other current assets and an increase of $2.4 million of accounts payable and accrued liabilities.
Cash used in operating activities was $5.3 million for the nine months ended September 30, 2021, which consisted of a net loss of $7.5 million, partially
offset by $4.4 million in non-cash charges and increased by a net change of $2.1 million in our operating assets and liabilities. The non-cash charges
primarily consisted of a change in fair value of financial instruments of $3.6 million, share-based compensation of $0.4 million and amortization of debt
discount of $0.2 million. Changes in cash flows related to operating assets and liabilities primarily consisted of a $1.9 million increase in prepaid expenses
and other current assets and a net decrease of $0.2 million in accounts payable, accrued liabilities and deferred management compensation.
Cash Flows from Investing Activities
Cash used in investing activities was nominal for the nine months ended September 30, 2022 and September 30, 2021.
Cash Flows from Financing Activities
There was no cash used in or provided by financing activities during the nine months ended September 30, 2022.
Cash provided by financing activities was $25.5 million for the nine months ended September 30, 2021, which consisted of $6.9 million in proceeds from
March 2021 convertible debt offering and $18.6 million in net proceeds from the August 2021 equity offering.
Critical Accounting Policies and Estimates
Our MD&A is based on our unaudited condensed consolidated financial statements, which have been prepared in accordance with U.S GAAP and on a
basis consistent with those accounting principles followed by us and disclosed in Note 2 to our audited consolidated financial statements for the year ended
December 31, 2021. The preparation of these unaudited condensed consolidated financial statements in conformity with U.S. GAAP requires our
management to make certain judgments and estimates that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and
liabilities at the date of the unaudited condensed consolidated financial statements, as well as the reported expenses incurred during the reporting periods.
Our estimates are based on our historical experience and on various other factors that we believe are reasonable under the circumstances, the results of
which form the basis for making judgement about the carrying value of assets and liabilities that are not readily apparent from other sources. Significant
estimates and judgments include, but are not limited to, accrual for research and development expenses, the valuation of share-based compensation and the
valuation of warrant liabilities and embedded derivative liabilities. Accordingly, actual results may differ from these judgments and estimates under
different assumptions or conditions and any such difference may be material.
Other than as described in Note 2 of our unaudited interim condensed consolidated financial statements included herein, there have been no material
changes to our critical accounting estimates since December 31, 2021.
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Recently Issued Accounting Pronouncements
A description of recently issued accounting pronouncements that may potentially impact our financial position and results of operations is disclosed in
Note 2 to the accompanying unaudited condensed consolidated financial statements.
Emerging Growth Company Status
We are an “emerging growth company,” as defined in the JOBS Act. Under the JOBS Act, emerging growth companies can delay adopting new or revised
accounting standards issued subsequent to the enactment of the JOBS Act until such time as those standards apply to private companies.
We have elected to use this extended transition period to enable us to comply with new or revised accounting standards that have different effective dates
for public and private companies until the earlier of the date we (i) are no longer an emerging growth company or (ii) affirmatively and irrevocably opt out
of the extended transition period provided in the JOBS Act. As a result, our financial statements may not be comparable to companies that comply with
new or revised accounting pronouncements as of public company effective dates.
Fully Diluted Share Capital
The number of issued and outstanding Common Shares on a fully converted basis as at September 30, 2022 was as follows:
Number of
Common
Share
Equivalents

Common Shares
Options issued and outstanding under stock option plan
Warrants
Series 1 Convertible Preferred Shares
Deferred share units
Total - September 30, 2022

7,195,529
1,043,025
1,458,496
1,166,667
1,061
11,260,858

Item 3. Quantitative and Qualitative Disclosures About Market Risk.
In the normal course of business, we are exposed to a number of financial risks that can affect our operating performance. These risks are credit risk,
liquidity risk and market risk. Our overall risk management program and prudent business practices seek to minimize any potential adverse effects on the
Company’s financial performance.
Credit Risk
Financial instruments that potentially subject the Company to a significant concentration of credit risk consist primarily of cash and short-term
investments. We manage our exposure to credit losses by placing our cash with accredited financial institutions, which at times, may exceed federally
insured limits, and when we have excess funds, such funds are invested in high-quality government and corporate issuers with low credit risk. Cash held is
not subject to any external restrictions. As of the year ended December 31, 2021 and nine months ended September 30, 2022, a hypothetical 10% relative
change in interest rates would not have a material impact on our Financial Statements.
Liquidity Risk
Our exposure to liquidity risk is dependent on purchasing obligations and raising funds to meet commitments and sustain operations. We are a pre-revenue
development stage company, and we rely on external fundraising to support our operations. We also manage liquidity risk by continuously monitoring
actual and projected cash flows. Our Board of Directors reviews and approves the Company’s operating budget, as well as any material transaction.
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Foreign Currency Exchange Risk
We are exposed to foreign exchange risk on our US dollar denominated cash and US dollar denominated liabilities. As of December 31, 2021, we held
$17.7 million of cash and prepaid expenses and $12.1 million of accounts payable, accrued liabilities, convertible debt, derivative and warrant liability. A
10% change in the USD exchange rate on the December 31, 2021 balances would impact net loss by $0.6 million. As of September 30, 2022, we held $5.4
million of cash and prepaid expenses and $4.7 million of accounts payable, accrued liabilities and warrant liability. A 10% change in the USD exchange
rate on the September 30, 2022 balances would impact net loss by $0.1 million.
Inflation Risk
Inflation generally affects us by increasing our cost of labor, outside consultants and CROs. We do not believe that inflation had a material effect on our
business, financial condition or results of operations during the three and nine months ended September 30, 2022 or 2021.
Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures
We maintain disclosure controls and procedures that are designed to provide reasonable assurance that information required to be disclosed in our reports
filed or submitted under the Securities Exchange Act of 1934, as amended, is recorded, processed, summarized and reported within the time periods
specified in the SEC’s rules and forms.
As of September 30, 2022, an evaluation was carried out under the supervision and with the participation of our management, including our Chief
Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and procedures (as defined in
Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended). Based upon that evaluation, our Chief Executive Officer and
Chief Financial Officer concluded that as of September 30, 2022, our disclosure controls and procedures were effective in providing reasonable assurance
in timely alerting them to material information relating to us and that information required to be disclosed in our reports is recorded, processed,
summarized and reported as required to be included in our periodic SEC filings.
Changes in Internal Control over Financial Reporting
There were no significant changes in our internal controls over financial reporting identified in connection with the evaluation required by Rules 13a15(d) and 15d-15(d) of the Securities Exchange Act of 1934, as amended, that occurred during the quarter ended September 30, 2022 that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting.
PART II
Item 1. Legal Proceedings
From time to time, we may become involved in litigation or other legal proceedings arising in the ordinary course of our business. We are not currently a
party to any material litigation or legal proceedings that, in the opinion of our management, are likely to have a material adverse effect on our business.
Regardless of outcome, litigation can have an adverse impact on us because of defense and settlement costs, diversion of management resources, negative
publicity, reputational harm and other factors.
Item 1A. Risk Factors.
We operate in a rapidly changing environment that involves a number of risks which could materially affect our business, financial condition or future
results, some of which are beyond our control. In addition to the other information set forth in this Quarterly Report on Form 10-Q, the risks and
uncertainties that we believe are most important for you to consider are discussed under the heading “Risk Factors Summary” and in Item 1A – “Risk
Factors” in the Company’s Form 10. The risk factors set forth below are risk factors containing changes, which may be material, from the risk factors
previously disclosed under the heading “Risk Factors Summary” and in Item 1A – “Risk Factors” in the Company’s Form 10 as filed with the SEC.
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We have incurred losses since inception, we anticipate that we will incur continued losses for the foreseeable future and there is substantial doubt
about our ability to continue as a going concern for the full one-year period following the date of this Registration Statement/prospectus. We will
require additional financing to achieve our goals, and a failure to obtain this necessary capital when needed on acceptable terms, or at all, could force
us to delay, limit, reduce or terminate our development programs, commercialization efforts or other operations.
The development of biopharmaceutical therapeutic candidates is capital-intensive. We expect our expenses to increase in connection with our ongoing
activities, particularly as we conduct our ongoing and planned preclinical studies of our development programs, initiate clinical trials for our therapeutic
candidates and seek regulatory approval for our current therapeutic candidates and any future therapeutic candidates we may develop. If we obtain
regulatory approval for any of our therapeutic candidates, we also expect to incur significant commercialization expenses related to product manufacturing,
marketing, sales and distribution. Because the outcome of any preclinical study or clinical trial is highly uncertain, we cannot reasonably estimate the
actual amounts necessary to successfully complete the development and commercialization of our therapeutic candidates. Furthermore, following the
effectiveness of this Registration Statement/prospectus, we expect to incur additional costs associated with operating as a public company. Accordingly, we
will need to obtain substantial additional funding in connection with our continuing operations. We had working capital of approximately $2.3 million as of
September 30, 2022. Management believes its working capital position raises substantial doubt about the Company’s ability to continue as a going concern
within the next twelve months from the date of filing of this Form 10-Q. We will require substantial additional funds for further research and development,
planned clinical testing, regulatory approvals, establishment of manufacturing capabilities and, if necessary, the marketing and sale of our products. Our
ability to raise additional financing and maintain operations in the future could be at substantial risk and there can be no assurance that additional funding
or partnerships will be available on acceptable terms that would foster successful commercialization of our products. Failing to raise capital when needed
or on attractive terms could force us to delay, reduce or eliminate our research and development programs or any future commercialization efforts.
We may attempt to raise additional funds for these purposes through public or private equity or debt financing, collaborations with other biopharmaceutical
companies and/or from other sources.
If we fail to attract and retain senior management and key scientific personnel, our business may be materially and adversely affected.
Our success depends in part on our continued ability to attract, retain and motivate highly qualified management and clinical and scientific personnel. We
are highly dependent upon members of our senior management, particularly our CEO, Gail Farfel, as well as our senior scientists and other members of our
management team. The loss of services of any of these individuals could delay or prevent the successful development of our product pipeline, initiation or
completion of our planned clinical trials or the commercialization of our product candidates or any future product candidates.
Competition for qualified personnel in the biopharmaceutical field is intense due to the limited number of individuals who possess the skills and experience
required by our industry. We will need to hire additional personnel as we expand our clinical development and if we initiate commercial activities. We may
not be able to attract and retain quality personnel on acceptable terms, or at all. In addition, to the extent we hire personnel from competitors, we may be
subject to allegations that they have been improperly solicited or that they have divulged proprietary or other confidential information, or that their former
employers own their research output.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
None.
Item 3. Defaults upon Senior Securities
None.
Item 4. Mine Safety Disclosures.
Not applicable
Item 5. Other Information.
None.
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Item 6. Exhibits.
The following documents are filed as exhibits to this Quarterly Report on Form 10-Q:
10.38

31.1*

ProMIS Neurosciences Inc. 2015 Stock Option Plan (incorporated by reference to Exhibit 10.38 to ProMIS’ Registration Statement on Form
S-1 filed November 1, 2022.
Strategic Services Agreement, dated September 12, 2022, by and between ProMIS Neurosciences Inc. and Eugene Williams, effective
September 19, 2022. (incorporated herein by reference to Exhibit 10.48 to ProMIS’ Current Report on Form 8-K filed September 13, 2022).
Executive Employment Agreement of Gail Farfel dated September 12, 2022, effective September 19, 2022. (incorporated herein by reference
to Exhibit 10.49 to ProMIS’ Current Report on Form 8-K filed September 13, 2022).
Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 – Chief Executive Officer

31.2*

Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 – Chief Financial Officer

32.1*

Certification Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 – Chief Executive
Officer and Chief Financial Officer
The following financial statements from the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2022, formatted
in Inline XBRL: (i) Condensed Consolidated Balance Sheets, (ii) Condensed Consolidated Statements of Operations and Comprehensive
Loss, (iii) Condensed Consolidated Changes in Shareholders’ Equity (Deficit), (iv) Condensed Consolidated Statements of Cash Flows, and
(v) Notes to Unaudited Condensed Consolidated Financial Statements, tagged as blocks of text and including detailed tags.
The cover page from the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2022, formatted in Inline XBRL
(included within Exhibit 101).

10.48
10.49

101*

104*

* Filed herewith.
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SIGNATURES
Pursuant to the requirements of the Securities Act of 1933, the registrant has duly caused this report to be signed on its behalf by the undersigned,
thereunto duly authorized, on November 14, 2022.
PROMIS NEUROSCIENCES INC.
Date: November 14, 2022

By:

/s/ Gail Farfel
Gail Farfel
Chief Executive Officer
(principal executive officer)

Date: November 14, 2022

By:

/s/ Daniel Geffken
Daniel Geffken
Chief Financial Officer
(principal financial officer)
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Exhibit 31.1
I, Gail Farfel, certify that:
1. I have reviewed this quarterly report of ProMIS Neurosciences Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.
Date: November 14, 2022
/s/Gail Farfel
Gail Farfel
Chief Executive Officer
(Principal Executive Officer)

Exhibit 31.2
I, Daniel Geffken, certify that:
1. I have reviewed this quarterly report of ProMIS Neurosciences Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.
Date: November 14, 2022
/s/ Daniel Geffken
Daniel Geffken
Chief Financial Officer
(Principal Financial Officer)

Exhibit 32.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER AND PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 906
In connection with the Quarterly Report on Form 10-Q of ProMIS Neurosciences Inc. (the “Company”) for the period ended September 30, 2022, as filed
with the Securities and Exchange Commission on the date hereof (the “Report”), the undersigned, as the Principal Executive Officer of the Company and
the Principal Financial Officer of the Company, respectively, certify, pursuant to and for purposes of 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes- Oxley Act of 2002, that to their knowledge:
(1)

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: November 14, 2022

/s/ Gail Farfel
Gail Farfel
Chief Executive Officer
(Principal Executive Officer)

Date: November 14, 2022

/s/ Daniel Geffken
Daniel Geffken
Chief Financial Officer
(Principal Financial Officer)

