VITALITY PRODUCTS INC.

CONDENSED INTERIM FINANCIAL STATEMENTS

(Unaudited)

(Expressed in Canadian Dollars)

FOR THE NINE MONTHS ENDED OCTOBER 31, 2021 AND 2020
VITALITY PRODUCTS INC.
NOTICE TO READER

The condensed interim statements of financial position of Vitality Products Inc. as at October 31, 2021 and 2020 and the condensed interim statements of loss and comprehensive loss, changes in equity and cash flows for the nine months then ended have not been reviewed by an auditor.  These condensed interim financial statements are the responsibility of the Company’s management.  These condensed interim financial statements have been prepared by management of the Company in accordance with International Accounting Standard 34, Interim Financial Reporting (“IAS 34”) using accounting policies consistent with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and interpretations of the International Financial Reporting Interpretations Committee (“IFRIC”).
VITALITY PRODUCTS INC.

CONDENSED INTERIM STATEMENTS OF FINANCIAL POSITION
(Unaudited)

(Expressed in Canadian Dollars)
	Assets
	October 31,

2021
	January 31,

2021

	Current:
	
	

	     Cash
	$  112,210
	$  36,600

	     Short-term investment (Note 4)
	1,101,409
	601,030

	     Accounts and other receivables (Notes 5 and 9)
	149,776
	181,193

	     Inventories (Note 6)
	183,137
	225,929

	     Current prepaid expenses
	29,824
	10,026

	
	
	

	
	1,576,356
	1,054,778

	Long-term prepaid expenses
	-
	9,668

	Property and equipment (Notes 7 and 16)
	20,062
	13,402

	Investment property (Notes 8, 12 and 16)
	239,074
	239,182

	
	
	

	
	$  1,835,492
	$  1,317,030

	
	
	

	Liabilities
	
	

	Current:
	
	

	     Accounts payable and accrued liabilities (Note 12)
	$  147,305      
	$  177,248

	     Current portion of lease liabilities (Note 16)
	5,198
	5,244

	     Amounts owing to related parties (Note 12)
	1,458,441
	1,474,557

	     Redeemable preference shares (Notes 10 and 12)
	656,796
	643,593

	
	
	

	
	2,267,740
	2,300,642

	Long-term lease liabilities (Note 16)
	-
	3,832

	
	
	

	
	2,267,740
	2,304,474

	
	
	

	Shareholders’ Deficiency
	
	

	Common shares, net of share issuance cost (Note 11)
	12,505,409
	11,869,356

	Reserves - warrants (Note 11)
	881,931
	553,365

	Reserves - equity settled employee benefits (Note 11)
	793,744
	714,269

	Deficit
	(14,613,332)
	(14,124,434)

	
	
	

	
	(432,248)
	(987,444)

	
	
	

	
	$  1,835,492
	$  1,317,030

	Nature of Operations and Going Concern (Note 1)
	
	


Other Commitments and Contingencies (Notes 9, 12, 16 and 18)
Approved and authorized by the Board on December 30, 2021
    “Cheryl A. Grant” (signed)         , Director

    “W. Douglas Grant” (signed)     , Director
- See accompanying Notes to the condensed interim financial statements -
VITALITY PRODUCTS INC.

CONDENSED INTERIM STATEMENTS OF LOSS AND COMPREHENSIVE LOSS
(Unaudited)

(Expressed in Canadian Dollars)
	
	Three Months Ended

Oct. 31, 2021
	Nine Months Ended

Oct. 31, 2021
	Three Months Ended

Oct. 31, 2020
	Nine Months Ended

Oct. 31, 2020

	
	
	
	
	

	Sales
	$ 213,030
	$ 618,747
	$ 205,437
	$ 606,005

	Cost of sales (Note 6)
	76,084
	198,021
	58,085
	162,719

	
	
	
	
	

	Gross margin
	136,946
	420,726
	147,352
	443,286

	
	
	
	
	

	General and administrative expenses:
	
	
	
	

	     Consulting fees (Notes 9 and 12)
	13,679
	64,107
	23,452
	83,117

	     Depreciation
	2,413
	6,005
	1,528
	4,584

	     Directors’ fees (Note 12)
	-
	1,750
	-
	2,450

	     Filing and transfer agent fees
	8,770
	27,490
	5,542
	21,544

	     Foreign exchange loss (gain)
	419
	2,531
	(578)
	409

	     Office (Note 9)
	7,304
	21,040
	7,753
	19,186

	     Professional fees
	12,719
	54,918
	12,327
	36,090

	     Promotion (Note 9)
	41,252
	159,809
	30,120
	97,354

	     Rent and administration (Note 12)
	6,160
	18,094
	4,165
	12,473

	     Share-based compensation (Note 12)
	-
	79,475
	-
	24,150

	     Telephone
	1,755
	4,515
	1,388
	4,215

	     Travel (Note 9)
	4,194
	5,772
	2,443
	9,091

	     Wages and salary (Notes 9 and 12)
	164,455
	449,337
	97,461
	284,390

	
	263,120
	894,843
	185,601
	599,053

	Other revenues and expenses
	
	
	
	

	     Interest income
	(777)
	(2,159)
	(320)
	(1,141)

	     Interest expense (Note 16)
	1,189
	3,737
	(189)
	1,526

	     Accrued dividends on redeemable
	
	
	
	

	        preference shares (Notes 10 and 12)
	4,449
	13,203
	4,449
	13,203

	
	
	
	
	

	
	267,981
	909,624
	189,541
	612,641

	
	
	
	
	

	Net loss and comprehensive loss
	$ 131,035
	$ 488,898
	$ 42,189
	$ 169,355

	
	
	
	
	

	Loss per share
	
	
	
	

	     Basic and diluted (Note 17)
	$ 0.00
	$ 0.01
	$ 0.00
	$ 0.00

	
	
	
	
	

	Weighted average number of common shares outstanding
	
	
	
	

	     Basic and diluted
	41,411,285
	39,784,911
	32,527,861
	32,063,849


- See accompanying Notes to the condensed interim financial statements -
VITALITY PRODUCTS INC.

CONDENSED INTERIM STATEMENTS OF CHANGES IN EQUITY

 (Unaudited)

(Expressed in Canadian Dollars)
	
	Common
	Common
	
	
	
	
	

	
	Shares
	Shares
	Reserves
	Deficit
	Total

	
	Number
	$
	$
	$
	$

	
	
	
	
	
	

	Balance at
	
	
	
	
	

	January 31, 2020
	31,811,285
	11,413,266
	1,182,478
	(13,944,516)
	(1,348,772)

	
	
	
	
	
	

	Private placement
	3,125,000
	457,301
	42,699
	-
	500,000

	Share issuance costs
	-
	(29,774)
	-
	-
	(29,774)

	Stock options exercised
	275,000
	37,262
	(9,762)
	-
	27,500

	Share-based compensation
	-
	-
	24,150
	-
	24,150

	Net loss
	-
	-
	-
	(169,355)
	(169,355)

	
	
	
	
	
	

	Balance at
	
	
	
	
	

	October 31, 2020
	35,211,285
	11,878,055
	1,239,565
	(14,113,871)
	(996,251)

	
	
	
	
	
	

	Private placement
	-
	(35,149)
	35,149
	-
	-

	Share issuance costs
	-
	(630)
	-
	-
	(630)

	Stock options exercised
	200,000
	27,080
	(7,080)
	-
	20,000

	Net loss
	-
	-
	-
	(10,563)
	(10,563)

	
	
	
	
	
	

	Balance at
	
	
	
	
	

	January 31, 2021
	35,411,285
	11,869,356
	1,267,634
	(14,124,434)
	(987,444)

	
	
	
	
	
	

	Private placement
	6,000,000
	691,434
	328,566
	-
	1,020,000

	Share issuance costs
	-
	(55,381)
	-
	-
	(55,381)

	Share-based compensation
	-
	-
	79,475
	-
	79,475

	Net loss
	-
	-
	-
	(488,898)
	(488,898)

	
	
	
	
	
	

	Balance at
	
	
	
	
	

	October 31, 2021
	41,411,285
	12,505,409
	1,675,675
	(14,613,332)
	(432,248)

	
	
	
	
	
	


- See accompanying Notes to the condensed interim financial statements -
VITALITY PRODUCTS INC.

CONDENSED INTERIM STATEMENTS OF CASH FLOWS

 (Unaudited)

(Expressed in Canadian Dollars)
	
	Three Months Ended

Oct. 31, 2021
	Nine Months Ended

Oct. 31, 2021
	Three Months Ended

Oct. 31, 2020
	Nine Months Ended

Oct. 31, 2020

	Operating Activities:
	
	
	
	

	   Net loss
	$ (131,035)
	$ (488,898)
	$ (42,189)
	$ (169,355)

	   Adjustments for non-cash items:
	
	
	
	

	      Depreciation of property and equipment
	2,377
	5,897
	1,489
	4,465

	      Depreciation of improvement on
	
	
	
	

	         investment property
	36
	108
	39
	119

	      Share-based compensation
	-
	79,475
	-
	24,150

	      Accrual of dividends on redeemable
	
	
	
	

	         preference shares
	4,449
	13,203
	4,449
	13,203

	      Accrual of interest on short-term investment
	(306)
	(379)
	(172)
	1,951

	   Adjustments for below-market
	
	
	
	

	      CEBA loan (Note 9)
	1,020
	3,059
	-
	-

	   Changes in non-cash receivables, payables
   and inventories:
	
	
	
	

	      (Increase) Decrease in accounts receivable
	(11,448)
	31,417
	5,918
	68,634

	      (Increase) Decrease in inventories
	20,724
	42,792
	(6,789)
	(119,374)

	      (Increase) Decrease in prepaid expenses
	3,532
	(10,130)
	3,257
	(961)

	      Increase (Decrease) in accounts payable
	
	
	
	

	         and accrued liabilities
	(42,453)
	(33,002)
	(2,983)
	33,578

	      Increase (Decrease) in the amounts
	
	
	
	

	         owed to related parties
	(2,341)
	(16,116)
	7,666
	8,924

	Cash used by operating activities
	(155,445)
	(372,574)
	(29,315)
	(134,666)

	
	
	
	
	

	Investing Activities:
	
	
	
	

	   Purchase of short-term investment
	-
	(1,100,000)
	(500,000)
	(750,000)

	   Redemption of short-term investment
	200,000
	600,000
	50,000
	350,000

	   Purchase of property and equipment
	-
	(12,557)
	-
	-

	Cash (used) provided by investing activities
	200,000
	(512,557)
	(450,000)
	(400,000)

	
	
	
	
	

	Financing Activities:
	
	
	
	

	   Repayment of principal portion of lease
	
	
	
	

	      liabilities
	(1,329)
	(3,878)
	(1,190)
	(3,472)

	   Private placement of units (Note 11)
	-
	1,020,000
	500,000
	500,000

	   Share issuance costs (Note 11)
	-
	(55,381)
	(29,774)
	(29,774)

	   Stock options exercised (Note 11)
	-
	-
	-
	27,500

	Cash provided (used) by financing activities
	(1,329)
	960,741
	469,036
	494,254

	
	
	
	
	

	Net increase (decrease) in cash
	43,226
	75,610
	(10,279)
	(40,412)

	
	
	
	
	

	Cash, beginning
	68,984
	36,600
	64,192
	94,325

	Cash, ending
	$ 112,210
	$ 112,210
	$ 53,913
	$ 53,913


- See accompanying Notes to the condensed interim financial statements -
VITALITY PRODUCTS INC.
NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE NINE MONTHS ENDED OCTOBER 31, 2021 AND 2020
(Unaudited)

(Expressed in Canadian Dollars)
1.
Nature of Operations and Going Concern:
Vitality Products Inc. (the “Company”) is a publicly traded company that was incorporated under the Province of British Columbia on February 29, 1984.  The head office of the Company is located at #304 - 837 West Hastings Street, Vancouver, BC, Canada, V6C 3N6.  The Company is listed on the TSX Venture Exchange (TSX-V) and trades under the symbol "VPI".
The Company is in the business of manufacturing, marketing, and distributing natural health products, including vitamins, minerals and nutritional supplements.
These financial statements have been prepared on a going concern basis which assumes that the Company will be able to realize its assets and discharge its liabilities in the normal course of business for the foreseeable future.  During the periods ended October 31, 2021 and 2020, the Company experienced operating losses and had a significant working capital deficiency for the Company’s current liabilities exceeded current assets.  The operations of the Company have been primarily funded by the issuance of share capital and through advances by related parties.  Continued operations are dependent on the Company’s ability to generate profitable operations in the future, raise financing through the issue of additional equity and the continued financial support from related parties, none of which is certain.  These circumstances indicate the existence of material uncertainties that cast significant doubt as to the Company’s ability to continue as a going concern.
In assessing whether the going concern assumption is appropriate, management takes into account all available information about the future, which is at least, but not limited to twelve months from the end of the reporting period.  These financial statements do not include any adjustments relating to the realization of assets and liquidation of liabilities that might be necessary should the Company be unable to continue as a going concern.  Such adjustments could be material.
	
	           As at

October 31, 2021
	          As at

January 31, 2021

	Deficit
	$ 14,613,332
	$ 14,124,434

	Working capital (deficit)
	      (691,384)
	      (1,245,864)


a)
COVID-19 –

On March 11, 2020, the World Health Organization declared COVID-19 a pandemic.  The Company has assessed the impact of COVID-19 in current and future operations and financial conditions.

The Company is regarded as an essential service company and has not had any significant interruptions to its operations and business as a result of the crisis.  The Company continues to operate from office following the British Columbia guidelines on social distancing and safe work environments.  The Company expects to continue working from office thus operations have not been affected.  Financial conditions have not deteriorated as the Company has been able to continue generating revenue from sales of its natural health products.  As a result, there are no expected foreseeable events that could negatively impact the Company to continue operating despite the extended impact of the COVID-19 pandemic.
2.
Basis of Presentation:
a) Statement of Compliance –
These condensed interim financial statements are unaudited and have been prepared in accordance with International Accounting Standard 34, Interim Financial Reporting (“IAS 34”) using accounting policies consistent with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and interpretations of the International Financial Reporting Interpretations Committee (“IFRIC”).  Accordingly, certain information and disclosure normally included in annual financial statements prepared using accounting policies consistent with IFRS as issued by the IASB and interpretations of the IFRIC have been omitted or condensed.
The notes presented in these condensed interim financial statements include only significant events and transactions occurring since the Company’s last fiscal year end and they do not include all of the information required in the Company’s most recent annual financial statements.  These condensed interim financial statements have been prepared using the same accounting policies and methods as those used in the Company’s most recent annual financial statements and should be read in conjunction with the financial statements of the Company for the years ended January 31, 2021 and 2020, which were prepared in accordance with IFRS as issued by the IASB and interpretations of the IFRIC.  There have been no significant changes in judgments or sources of estimation uncertainty from those disclosed in the Company’s financial statements for the years ended January 31, 2021 and 2020.

The condensed interim financial statements of the Company for the nine months ended October 31, 2021 and 2020 have been prepared by management, reviewed by the Audit Committee and approved and authorized for issue by the Board of Directors on December 30, 2021.  Shortly thereafter, the financial statements are made available to shareholders.
b) New and Amended Standards and Interpretations –
At the date of authorization of the financial statements, the IASB and IFRIC have not issued any new and revised standards and interpretations which could be applicable to the Company and are not yet effective for the relevant reporting period.  The Company generally does not early adopt any new standards or amendments and interpretations.
3.
Significant Accounting Policies:
These condensed interim financial statements have been prepared using the same accounting policies and methods as those used in the Company’s most recent annual financial statements and should be read in conjunction with the financial statements of the Company for the years ended January 31, 2021 and 2020, which were prepared in accordance with IFRS as issued by the IASB and interpretations of the IFRIC.  There have been no significant changes in judgments or sources of estimation uncertainty from those disclosed in the Company’s financial statements for the years ended January 31, 2021 and 2020.
4.
Short-term Investment:

Short-term investment, measured at amortized cost, consists of one guaranteed investment certificate (“GIC”) with a balance of $1,100,000 at period-end that earns interest at the rate of bank’s prime rate less 2.20%.  Bank’s prime rate at period-end was 2.45%.  The GIC has a maturity date of April 27, 2022.
5.
Accounts and Other Receivables:

The balance of accounts receivable at period-end is as follows:

	
	October 31, 2021

$
	January 31, 2021

$

	Current
	
	

	   Trade receivables
	120,719
	134,946

	     Less: Allowance for doubtful accounts
	(1,548)
	(3,223)

	   Total trade receivables
	119,171
	131,723

	   Government assistance program receivable (Note 9)                                                           
	30,605
	49,470

	Total receivables
	149,776
	181,193



The allowance for doubtful accounts balance at period-end is as follows:

	
	October 31, 2021

$
	January 31, 2021

$

	Allowance for doubtful accounts, opening
	3,223
	5,757

	   Increase (Decrease) to prior year allowance
	(1,675)
	(2,534)

	Allowance for doubtful accounts, closing
	1,548
	3,223


6.
Inventories:

The total carrying value of inventories by classification:

	
	October 31, 2021

$
	January 31, 2021
$

	
	
	

	Finished goods
	142,526
	194,540

	Work in process
	40,611
	31,389

	Total inventories
	183,137
	225,929


Inventories amounting to $167,481 (2020 - $147,360) were recognized as an expense in the period (included in cost of sales).

7.
Property and Equipment:

	
	Computer

Equipment

$
	Office Furniture and Equipment

$
	 Right-of-Use Asset Automobile 

(Note 16)

$
	Total

$

	Cost
	
	
	
	

	As at January 31, 2020
	-
	6,392
	16,428
	22,820

	   Additions
	-
	2,775
	-
	2,775

	   Disposals
	-
	-
	-
	-

	As at January 31, 2021
	-
	9,167
	16,428
	25,595

	   Additions
	5,643
	6,914
	-
	12,557

	   Disposals
	-
	-
	-
	-

	As at October 31, 2021
	5,643
	16,081
	16,428
	38,152

	
	
	
	
	

	Accumulated Depreciation
	
	
	
	

	As at January 31, 2020
	-
	4,783
	1,411
	6,194

	   Depreciation
	-
	368
	5,631
	5,999

	   Disposals
	-
	-
	-
	-

	As at January 31, 2021
	-
	5,151
	7,042
	12,193

	   Depreciation
	564
	1,109
	4,224
	5,897

	   Disposals
	-
	-
	-
	-

	As at October 31, 2021
	564
	6,260
	11,266
	18,090

	
	
	
	
	

	Net Book Value
	
	
	
	

	As at January 31, 2020
	-
	1,609
	15,017
	16,626

	As at January 31, 2021
	-
	4,016
	9,386
	13,402

	As at October 31, 2021
	5,079
	9,821
	5,162
	20,062


8.
Investment Property:

	
	Cost

$
	Accumulated

Amortization

$
	Carrying

Value

$

	Cost
	
	
	

	As at January 31, 2020
	244,660
	5,319
	239,341

	   Amortization
	-
	159
	(159)

	As at January 31, 2021
	244,660
	5,478
	239,182

	   Amortization
	-
	108
	(108)

	As at October 31, 2021
	244,660
	5,586
	239,074


The Company holds one investment property which is raw land located in Whatcom County, Washington State that was purchased on September 12, 2002 with a historical cost of $237,750 (US$150,000).  Included in the balance is the cost of improvements to the land net of amortization.

Management has estimated the fair value of the investment property to be in the range of $453,530 to $755,884 (2020 - $428,863 to $714,772) based on comparable market prices for undeveloped land in Whatcom County.  This is a level 2 fair value determination which uses valuation techniques based on inputs that are other than quoted prices that are observable for the asset or liability, either directly (prices) or indirectly (derived from prices).
9.
Government Assistance:


The Company applies for government assistance and has been successful in receiving funding, subject to certain conditions, for the following programs:

· Digital and consumer marketing programs within British Columbia

· Youth employment and intern programs

Total government assistance has been recorded against expenses recorded on the statement of loss and comprehensive loss as follows:

	
	October 31, 2021

$
	October 31, 2020

$

	Consulting fees
	2,947
	16,377

	Office
	231
	197

	Promotion
	38,790
	21,798

	Travel
	-
	1,875

	Wages and salary
	18,301
	43,826

	Total government assistance
	60,269
	84,073


Included in accounts and other receivables as at October 31, 2021 is $30,605 (2020 - $29,296) for a government assistance receivable.

Canada Emergency Business Account (“CEBA”) Loan

During the year ended January 31, 2021, the Company received loans totaling $60,000 pursuant to the CEBA program.  The CEBA provided reduced interest, partially forgivable loans to assist businesses with covering non-deferrable expenses during the COVID-19 pandemic.  If $40,000 of the CEBA loan is repaid on or before December 31, 2022, the remaining $20,000 of the CEBA loan will be forgiven.  Vitality expects to make the required repayments on or before December 31, 2022 to fulfill the final commitment.  The Company is liable for repayment of the forgiven $20,000 if repayment is not made by December 31, 2022.

The loan bears no interest until December 31, 2022, at which point, if unpaid, it will convert to a three-year term loan bearing interest at 5% per annum.  The loan was initially measured at fair value of $50,120 and is subsequently measured at amortized cost, using an effective interest rate of 7.45%.  During the period ended October 31, 2021, $3,059 of interest expense related to the CEBA loan was recognized and included in interest expense in the statements of loss and comprehensive loss.  During the year ended January 31, 2021, $2,064 of interest expense related to the CEBA loan was recognized and included in interest expense in the statements of loss and comprehensive loss.  The Company received a benefit of $29,880 due to the below-market interest rate and the forgivable portion on the CEBA loan, which are $9,880 and $20,000, respectively.  This benefit was initially recognized as a deduction of the CEBA loan balance and a reduction of the wages and salary expense.

The amount of the benefit was a level 2 fair value determination which uses valuation techniques based on inputs that are other than quoted prices that are observable.
10.
Redeemable Preference Shares:


a)
Authorized –


No maximum number of Class "A" Preferred shares with a par value of $10 each.

b)
Issued –

	
	
	October 31, 2021
	
	October 31, 2020

	
	           Shares
	Amount
	Shares
	Amount

	
	
	$


	
	$



	Class A, Series 1                 (a)
	2,500
	68,627
	2,500
	67,127

	Class A, Series 3                 (b)
	26,920
	588,169
	26,920
	572,017

	
	
	656,796
	
	639,144


(a)
Class A, Series 1

The Class A, Series 1 preference shares have a 6% per annum cumulative dividend payable annually commencing January 31, 1992, are redeemable by the Company and retractable by the holder.  The redemption price is $10 per share plus any cumulative dividends.
Included in the balance as at October 31, 2021 are aggregate cumulative preference share dividends in arrears of $43,627 (2020 - $42,127).
(b)
Class A, Series 3

The Class A, Series 3 preference shares have a 6% per annum cumulative dividend payable annually commencing January 31, 2002, are redeemable by the Company and retractable by the holder.  The redemption price is $10 per share plus any cumulative dividends.  The Company may force conversion of these shares and accumulated dividends into the Company’s common shares at a forced conversion price.  The number of shares that the Company will issue under forced conversion is determined by using a price equal to the lesser of:
· the then-current market price of the Company’s common share and

· $0.25 per preference share plus all unpaid dividends accrued on the preference shares thereon to the date of conversion.

Included in the balance as at October 31, 2021 are aggregate cumulative preference share dividends in arrears of $318,969 (2020 - $302,817).
11.
Capital Stock and Reserves:

a)
Authorized –


No maximum number of voting Common shares without par value.

No maximum number of Class "B" Preference shares with a par value of $50 each.

b)
Issued and Fully Paid –

  Common shares:

	
	       Number of

           Shares
	      Share

      Capital
	Reserves -         Warrants
	     Reserves -

Equity Settled Employee Benefits

	Balance, January 31, 2020
	31,811,285
	$ 11,413,266
	$ 475,517
	$ 706,961

	Private placement
	3,125,000
	422,152
	77,848
	-

	Share issuance costs
	-
	(30,404)
	-
	-

	Stock options exercised
	475,000
	64,342
	-
	(16,842)

	Share-based compensation
	-
	-
	-
	24,150

	Balance, January 31, 2021
	35,411,285
	$ 11,869,356
	$ 553,365
	$ 714,269

	Private placement
	6,000,000
	691,434
	328,566
	-

	Share issuance costs
	-
	(55,381)
	-
	-

	Share-based compensation
	-
	-
	-
	79,475

	Balance, October 31, 2021
	41,411,285
	$ 12,505,409
	$ 881,931
	$ 793,744


On July 21, 2020, directors, officers, employees and consultants of the Company exercised stock options to purchase a total of 275,000 common shares of the Company at an exercise price of $0.10 per share for proceeds totaling $27,500.  $9,762 recorded in the share-based payments reserves when the options were granted was transferred to equity.

On October 19, 2020, the Company closed a non-brokered private placement by issuing 3,125,000 units for a subscription price of $0.16 per unit, raising gross proceeds of $500,000.  Each unit consists of one common share and one share purchase warrant of the Company, and each such warrant entitles the holder thereof to acquire one additional common share of the Company for a period of one year from the closing of the private placement at an exercise price of $0.25.  The Company incurred share issuance costs of $30,404 paid in cash.

On January 4, 2021, a consultant of the Company exercised stock options to purchase a total of 200,000 common shares of the Company at an exercise price of $0.10 per share for proceeds totaling $20,000.  $7,080 recorded in the share-based payments reserves when the options were granted was transferred to equity.
On April 16, 2021, the Company closed a non-brokered private placement by issuing 6,000,000 units for a subscription price of $0.17 per unit, raising gross proceeds of $1,020,000.  Each unit consists of one common share and one share purchase warrant of the Company, and each such warrant entitles the holder thereof to acquire one additional common share of the Company for a period of one year from the closing of the private placement at an exercise price of $0.25.  The Company incurred share issuance costs of $55,381 paid in cash.
11.
Capital Stock and Reserves:  (Continued)
c)
Options –
The Company has a rolling stock option plan under the rules of the TSX Venture Exchange (“TSXV”).  The Company’s shareholders ratified and approved the continuance of the plan at the annual and special general meeting that was held on July 20, 2021.  Under the plan, the Company is authorized to grant options to directors, officers, employees and consultants, enabling them to acquire up to 10% of the issued and outstanding common shares of the Company, determined at the time of any stock option grant.  The exercise price of each option is set by the board of directors at the time such option is allocated under the plan, and cannot be less than the discounted market price which cannot be below minimums set by the TSXV.  The discounted market price is determined using the Black-Scholes option-pricing model taking into consideration the market price on the date options are vested.  The options can be exercisable for a maximum term of 5 years and generally vest 33.33% in specified increments unless otherwise specified by the board of directors.  No individual may hold options to purchase common shares of the Company exceeding 5% of the total number of common shares outstanding from time to time.  Pursuant to the policies of the TSXV, shares issued on the exercise of options are restricted from trading during the four-month period subsequent to the date of grant.
For stock options granted to directors, officers and employees, the Company recognizes share-based compensation expense based on the estimated fair value of stock options granted as calculated using the Black-Scholes option-pricing model.
During the period ended October 31, 2021, the Company granted 425,000 stock options with a weighted average fair value of $0.187 per option to directors, officers, employees and consultants of the Company.  These options are not subject to any vesting schedule.  Share-based compensation totaling $79,475 was expensed during the period ended October 31, 2021.
During the year ended January 31, 2021, the Company granted 150,000 stock options with a weighted average fair value of $0.161 per option to a consultant of the Company.  These options are not subject to any vesting schedule.  Share-based compensation totaling $24,150 was expensed during the year ended January 31, 2021.

The following assumptions were used for the Black-Scholes valuation of stock options granted:
	
	October 31, 2021
	January 31, 2021

	Risk-free interest rate
	0.79%
	0.40%

	Expected life of options
	5 years
	5 years

	Fair value per option granted
	$ 0.187
	$ 0.161

	Annualized volatility
	216%
	172%

	Dividend rate
	0.00%
	0.00%


A summary of changes in outstanding stock options is as follows:

	
	Number
	Weighted Average 

Exercise Price

	Balance, January 31, 2020
	2,325,000
	$ 0.12

	Granted
	150,000
	$ 0.17   

	Exercised
	(475,000)
	   $ 0.10

	Expired
	(100,000)
	   $ 0.10

	Balance, January 31, 2021
	1,900,000
	$ 0.13

	Granted
	425,000
	$ 0.19   

	Expired
	-
	   -

	Balance, October 31, 2021
	2,325,000
	$ 0.14


11.
Capital Stock and Reserves:  (Continued)
c)
Options – (Continued)
As at October 31, 2021, the following stock options were outstanding and exercisable:

	Stock Options

Outstanding and Exercisable
	Exercise Price
	Weighted Average Remaining Life

(in years)
	Expiry Date

	100,000
	$        0.13
	0.75
	July 31, 2022

	25,000
	$        0.19
	0.75
	July 31, 2022

	1,550,000
	$        0.13
	1.51
	May 3, 2023

	100,000
	$        0.11
	2.08
	December 1, 2023

	150,000
	$        0.17
	3.51
	May 5, 2025

	400,000
	$        0.19
	4.72
	July 20, 2026

	2,325,000
	
	2.17
	


d)
 Reserves - Warrants –

During the period ended October 31, 2021, the Company issued 6,000,000 warrants with a fair value of $0.055 per warrant.  Of the proceeds raised, $328,566 was allocated to reserves - warrants on a relative fair value basis pursuant to a unit offering discussed in Note 11(b).
During the year ended January 31, 2021, the Company issued 3,125,000 warrants with a fair value of $0.025 per warrant.  Of the proceeds raised, $77,848 was allocated to reserves - warrants on a relative fair value basis pursuant to a unit offering discussed in Note 11(b).
The following assumptions were used for the Black-Scholes valuation of warrants issued:
	
	October 31, 2021
	January 31, 2021 

	Risk-free interest rate
	0.19%
	0.17%

	Expected life of warrants
	1 year
	1 year

	Fair value per warrant granted
	$ 0.055
	$ 0.025

	Annualized volatility
	117%
	101%

	Dividend rate
	0.00%
	0.00%


A summary of changes in outstanding warrants is as follows:

	
	Number
	Weighted Average 

Exercise Price

	Balance, January 31, 2020
	-
	-

	Issued
	3,125,000
	$ 0.25   

	Balance, January 31, 2021
	3,125,000
	$ 0.25

	Issued
	6,000,000
	$ 0.25

	Expired
	(3,125,000)
	$ 0.25   

	Balance, October 31, 2021
	6,000,000
	$ 0.25


As at October 31, 2021, the following warrants were outstanding and exercisable:

	Warrants

Outstanding and Exercisable
	Exercise price
	Weighted Average Remaining Life

(in years)
	Expiry date

	6,000,000
	$        0.25
	0.46
	April 16, 2022

	6,000,000
	
	0.46
	


12.
Related Party Transactions:

The Company is ultimately under the control of the Estate of William Neil Grant and has transactions with other companies under such common control.  The Company is also subject to significant influence by Consolidated Firstfund Capital Corp., a company also under the control of the Estate of William Neil Grant.
Amounts due to related parties are as follows:

	
	October 31, 2021
	October 31, 2020

	
	
	

	Due to Consolidated Firstfund Capital Corp.
	$        3,948
	$        4,921

	Due to a company under control of 

the Estate of W.N. Grant
	1,279,993
	1,279,993

	Due to the Estate of W.N. Grant
	72,500
	72,500

	Due to company directors
	102,000
	149,500

	Amounts owing to related parties
	 $ 1,458,441
	 $ 1,506,914

	
	
	

	Redeemable preference shares, Series 3 held by 
Consolidated Firstfund Capital Corp. (Note 10)
	
$    588,169
	
$    572,017

	
	
	

	Other amounts owed to directors included in accounts payable:
	$      14,168
	
$      20,247


With the exception of the redeemable preference shares, the terms of amounts due to and from related parties listed above are unsecured, non-interest bearing and have no specific terms of repayment.
During the period ended October 31, 2021, the Company had the following transactions with related parties:

a) The Company reimbursed $18,536 (2020 - $12,131) owing to Consolidated Firstfund Capital Corp. (“CFC”) for various general and administrative (“G&A”) expenses paid by CFC on behalf of the Company such as telephone, printing, courier and office expenses.  In addition, the Company had the following transactions with Consolidated Firstfund Capital Corp.:
· The Company rents office space from CFC on a monthly basis, for an aggregate rent expense of $7,500 (2020 - $4,500).
· CFC paid for G&A expenses of $17,420 (2020 - $13,556) on behalf the Company.
· The Company recorded additional accrued dividends payable to CFC on the redeemable preference shares Series 3 of $12,081 (2020 - $12,081).
b) The Company leases its investment property to a company under common control on a month-to-month basis for no consideration.  Under the terms of this arrangement, the related party is responsible for paying the property tax and maintaining the land for future development or sale.  Property tax paid in the current fiscal year was $2,002 (2020 - $2,254).  The related party is entitled to any incidental income generated by short-term subleasing to a farmer for farming activity.  Under this arrangement, the related party also has an indefinite-lived right of first refusal to purchase the property.  The purchase price will be determined based on the market value of the property at the time of the purchase.
All of these transactions are measured at the exchange amount, which is the amount of consideration established and agreed to by the related parties.
12.
Related Party Transactions:  (Continued)

Key management compensation is accrued and paid to the Chief Executive Officer, Chief Financial Officer, Chief Operating Officer and Directors as follows:
	
	October 31, 2021
	October 31, 2020

	Key management personnel compensation:
	
	

	     Consulting fees 
	$  15,000 
	$  22,500 

	     Directors’ fees 
	1,750
	2,450

	     Share-based compensation recognized as the
	
	

	        valuation of the stock options granted to
	
	

	        officer and directors
	70,125
	-

	     Wages and salary paid to officers and directors
	182,577
	58,500

	
	$  269,452
	$  83,450


13.
Financial Instruments:

a)    Currency Risk – 

Currency risk is the risk that the value of financial assets and liabilities will fluctuate due to changes in foreign currency exchange rates.  The Company is exposed to currency risk primarily arising from sales in the United States (See Note 15), accounts receivable balances and cash balances denominated in U.S. dollars.  The Company does not use derivative instruments to hedge its exposure to this risk.
The statements of financial position include the following amounts expressed in Canadian dollars with respect to financial assets and liabilities which are denominated in US dollars:
	
	                 October 31, 2021
	           October 31, 2020

	
	
	

	Cash
	 $ 8,516
	 $   3,999

	Accounts receivable
	1,110
	14,633

	Net exposure
	$ 9,626
	$ 18,632


A 10% strengthening (weakening) of the U.S. dollar against the Canadian currency would have decreased (increased) the Company’s net loss from these account balances by $963 (2020 - $1,863).
b)    Liquidity Risk – 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.  The Company manages liquidity by maintaining adequate cash balances and by raising equity or debt financing.  The Company has no assurance that such financing will be available on favourable terms.  As at October 31, 2021, the Company is exposed to liquidity risk as a result of its current liabilities exceeding its current assets and the amounts owing to related parties of $1,458,441 (2020 - $1,506,914) are due on demand.
In general, the Company attempts to avoid exposure to liquidity risk by obtaining corporate financing through the issuance of common shares.  All of the Company's financial liabilities have a maturity of less than one year except its long-term lease liabilities.
13.
Financial Instruments:  (Continued)
c)    Credit Risk – 

Credit risk is the risk that a contracting entity will not complete its obligations under a financial instrument and cause a financial loss.  The financial instruments that subject the Company to credit risk consist primarily of cash, short-term investment, and accounts receivable.  The maximum amount of credit risk exposure is limited to the carrying amount of the balances in the financial statements.
The Company mitigates the risk associated with cash and short-term investment by dealing only with large Canadian financial institutions with good credit ratings.
The Company views the credit risk associated with accounts receivable as minimal as the balance consists of government assistance program claims due from the Government of Canada and accounts receivable due from customers, primarily distributors, with no history of defaults.  An allowance for doubtful accounts under the expected credit loss model has been accrued as disclosed in Note 5.
As at October 31, 2021, the Company has a concentration of credit risk in its accounts receivable from three of its major customers representing approximately 33%, 31% and 7% of trade receivables (2020 - 40%, 35% and 6%).
14.
Capital Management:

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going concern and to maintain a flexible capital structure which will allow it to pursue its operation.  Therefore, the Company monitors the level of risk incurred in its operation relative to its capital structure.
The Company considers its capital structure to include shareholders’ equity and its redeemable preference shares.  The Company monitors its capital structure and makes adjustments in light of changes in economic conditions and the risk characteristics of the underlying assets.  To maintain or adjust the capital structure, the Company may issue new equity if available on favourable terms.
The Company’s investment policy is to hold cash in interest-bearing bank accounts.  The Company is not subject to externally imposed capital requirements.  There has been no change in the Company’s approach to capital management during the period ended October 31, 2021.
15.
Segmented Information and Economic Dependence:
The Company operates in a single segment in Canada which is business of manufacturing, marketing, and distributing natural health products, including vitamins, minerals and nutritional supplements.  All of the Company’s employees are located in Canada.
The following table illustrates revenue earned from external customers located in Canada and the United States for the period ended October 31, 2021 and 2020:
	
	2021
$
	% of revenue
	2020
$
	% of revenue

	
	
	
	
	

	Canada
	581,622
	94%
	533,285
	88%

	United States
	 37,125
	6%
	 72,720
	12%

	
	618,747
	
	606,005
	


For the periods ended October 31, 2021 and 2020, the Company recorded the following revenue from its major customers:

	
	2021
$
	% of revenue
	2020

$
	% of revenue

	
	
	
	
	

	Customer 1
	181,293
	29.3%
	153,925
	25.4%

	Customer 2
	134,887
	21.8%
	187,256
	30.9%

	Customer 3             
	70,537               
	11.4%                     
	13,938               
	2.3%                     


For the periods ended October 31, 2021 and 2020, the Company recorded the following revenue from its main products:

	
	2021
$
	% of revenue
	2020
$
	% of revenue

	
	
	
	
	

	Product 1
	325,461
	52.6%
	 321,183
	53.0%

	Product 2
	61,875
	10.0%
	77,569
	12.8%

	Product 3
	 47,644
	7.7%
	46,056
	7.6%


The Company has two suppliers for the manufacture of its products located in Canada.
16.
Leases:
a)
As a Lessor –

The Company leases out its investment property to a related party under common control.  The Company has classified this lease as an operating lease because it does not transfer substantially all the risks and rewards incidental to the ownership of the assets.  See Note 12 for details of this lease.

b)
As a Lessee –

The Company has certain leases with lease terms of 12 months or less.  The Company applied the short-term lease recognition exemptions for these leases.  Expense relating to short-term leases for the period ended October 31, 2021 is $18,094 (2020 - $12,473).  The Company also entered into a lease contract for an automobile on July 6, 2019 with a term of 39 months.  Set out below are the carrying amounts of the right-of-use automobile, the related lease liability recognized and the movements during the period:
	
	Asset

    $
	Liability

      $

	As at February 1, 2021
	9,386
	9,076

	Additions
	-
	-

	Minus: Depreciation
	4,224
	-

	Plus: Interest on lease included in interest expense
	-
	     615

	Minus: Payments
	-
	  4,493

	As at October 31, 2021
	5,162
	5,198


The following table shows the maturity profile of the Company’s lease liabilities based on contractual undiscounted payments as at October 31, 2021:

	2022
	$ 1,498

	2023
	     3,994

	Total
	      $ 5,492


17.
Earnings Per Share:

Options and warrants disclosed in Note 11 were not included in the calculation of diluted earnings per share because they are antidilutive for the periods presented.

18.
Commitments:

There is a commitment that consulting fees will be paid to a third party at the rate of $1,755 per month in exchange for managed information technologies support services provided.  The Company entered into an agreement for the period January 1, 2021 to December 31, 2021.  Thereafter, the services continue on a month-to-month basis with 30 days notice required to terminate the agreement.  See Notes 9, 12 and 16 for the Company’s other commitments.
