Crowe Crowe Statsautoriseret

Revisionsinteressentskab v.m.b.a.

Rygards Allé 104
DK-2900 Hellerup

Telefon +45 39 29 25 00
www.crowe.dk

Valcon Medical A/S

Industrivej 12
3540 Lynge

CVR no. 40 08 67 14

Annual report for 2022
(4th Financial year)

Adopted at the annual general meeting
on 29 June 2023

Mike Steen Hansen
chairman

CVRnr. 332568 76



Table of contents

Statements
Statement by management on the annual report
Independent auditor's report

Management'’s review

Company details
Management's review

Financial statements

Accounting policies

Income statement 1 January 2022 - 31 December 2022
Balance sheet at 31 December 2022

Statement of changes in equity

Notes

Page

12
13
15
16



Statement by management on the annual report

The supervisory board and executive board have today discussed and approved the annual report of
Valcon Medical A/S for the financial year 1 January - 31 December 2022.

The annual report is prepared in accordance with the Danish Financial Statements Act.
In our opinion, the financial statements give a true and fair view of the company's financial position at 31
December 2022 and of the results of the company's operations for the financial year 1 January - 31

December 2022.

In our opinion, management's review includes a fair review of the matters dealt with in the management's
review.

Management recommends that the annual report should be approved by the company in general meeting.

Lynge, 31 March 2023

Executive board

Pete Patterson Peter Emil Sigetty
CEO director

Supervisory board

Joel David Sherlock Nelson Camargo Cury Mike Steen Hansen
chairman

William Muecke



Independent auditor's report

To the shareholder of Valcon Medical A/S

Opinion

We have audited the financial statements of Valcon Medical A/S for the financial year 1 January - 31
December 2022, which comprise a summary of significant accounting policies, income statement,
balance sheet, statement of changes in equity and notes. The financial statements are prepared under the
Danish Financial Statements Act.

In our opinion, the financial statements give a true and fair view of the company's financial position at 31
December 2022 and of the results of the company's operations for the financial year 1 January - 31
December 2022 in accordance with the Danish Financial Statements Act.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs) and the
additional requirements applicable in Denmark. Our responsibilities under those standards and
requirements are further described in the “Auditor's responsibilities for the audit of the financial
statements” section of our report. We are independent of the company in accordance with the
International Ethics Standards Board for Accountants' Code of Ethics for Professional Accountants
(IESBA Code) and the additional requirements applicable in Denmark, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Material uncertainty related to going concern

The going concern of the Company is dependent on a successful short term raise of capital/loans. The
management expects to close the necessary financing within the end of August 2023 in a combination of
convertible loans from existing shareholders and equity from new investor. There is an uncertainty
related to this financing which is further explained in note 8.

Management's responsibilities for the financial statements

Management is responsible for the preparation of financial statements, that give a true and fair view in
accordance with the Danish Financial Statements Act and for such internal control as management
determines is necessary to enable the preparation of the financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting in preparing the financial statements unless management either intends
to liquidate the company or to cease operations, or has no realistic alternative but to do so.



Independent auditor's report

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs and the additional requirements applicable in Denmark will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these financial statements.

As part of an audit conducted in accordance with ISAs and the additional requirements applicable in
Denmark, we exercise professional judgement and maintain professional scepticism throughout the audit.
We also:

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

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company's internal control.

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

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

e FBvaluate the overall presentation, structure and contents of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that gives a true and fair view.

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



Independent auditor's report

Statement on management's review
Management is responsible for management's review.

Our opinion on the financial statements does not cover management's review, and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read management's
review and, in doing so, consider whether management's review is materially inconsistent with the
financial statements or our knowledge obtained during the audit, or otherwise appears to be materially
misstated.

Moreover, it is our responsibility to consider whether management's review provides the information
required under the Danish Financial Statements Act.

Based on the work we have performed, we conclude that management's review is in accordance with the
financial statements and has been prepared in accordance with the requirements of the Danish Financial
Statements Act. We did not identify any material misstatement of management's review.

Hellerup, 31 March 2023
CVR no. 3325 68 76

Crowe

Seren Jonassen
Statsautoriseret revisor
MNE no. mne18488
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Management's review

Business review

The purpose of the company is to offer contract processing services, white label products, and supply of
raw material.

Valcon Medical is a European contract manufacturing organization, specialized in the manufacturing of
medical cannabis extracts. We offer a complete outsourcing solution covering every phase from
development of products to regulatory documentation and market introduction.

Our promise is to deliver the highest quality of products while assuring consistent and scalable supply.

Valcon Medical is GMP-certified by the Danish Medicines Agency. Products are manufactured under
EU-GMP and tested in accordance with DAB Fingestellter Cannabisextract, and the European
Pharmacopeia, Ph. Eur.

The going concern of the Company is dependent on a successful short term raise of capital/loans. The
management expects to close the necessary financing within the end of August 2023 in a combination of
convertible loans from existing shareholders and new equity.

Financial review

The company's income statement for the year ended 31 December 2022 shows a loss of DKK
17.079.193, and the balance sheet at 31 December 2022 shows equity of DKK 56.675.233.

The year result is as expected and in line with the company’s growth strategy. The GMP-certification
obtained in 2021, the significant leasehold improvements and the investments made in machinery,
equipment and human resources will allow the company to continue the growth strategy in 2023.

Significant events occurring after the end of the financial year
No events have occurred after the balance sheet date which could significantly affect the company's
financial position.



Accounting policies

The annual report of Valcon Medical A/S for 2022 has been prepared in accordance with the provisions
of the Danish Financial Statements Act applying to enterprises of reporting class B, as well as provisions
applying to reporting class C entities.

The accounting policies applied are consistent with those of last year.
The annual report for 2022 is presented in DKK

Basis of recognition and measurement

Income is recognised in the income statement as earned, including value adjustments of financial assets
and liabilities. All expenses, including amortisation, depreciation and impairment losses, are also
recognised in the income statement.

Assets are recognised in the balance sheet when it is probable that future economic benefits will flow to
the company and the value of the asset can be measured reliably.

Liabilities are recognised in the balance sheet when it is probable that future economic benefits will flow
from the company and the value of the liability can be measured reliably.

On initial recognition, assets and liabilities are measured at cost. On subsequent recognition, assets and
liabilities are measured as described below for each individual accounting item.

Certain financial assets and liabilities are measured at amortised cost using the effective interest method.
Amortised cost is calculated as the historic cost less any installments and plus/less the accumulated
amortisation of the difference between the cost and the nominal amount.

On recognition and measurement, allowance is made for predictable losses and risks which occur before
the annual report is presented and which confirm or invalidate matters existing at the balance sheet date.

Income statement
Gross profit

In pursuance of section 32 of the Danish Financial Statements Act, the company does not disclose its
revenue.

Gross profit reflects an aggregation of revenue, production costs and other operating income.

Revenue
Income from the sale is recognised in the income statement, provided that the transfer of risk, usually on
delivery to the buyer, has taken place and that the income can be measured reliably and is expected to be
received.



Accounting policies

Distribution costs

Distribution costs comprise costs incurred to distribute goods sold during the year and to carry through
sales campaigns, etc. in the year, including costs related to sales staff, advertising, exhibitions and
amortisation of distribution- and sales-related activities.

Administrative costs
Administrative expenses comprise expenses incurred in the year related to management, administrative
staff, office premises, office expenses, depreciation, etc.

Staff costs
Staff costs include wages and salaries, including compensated absence and pensions, as well as other
social security contributions, etc. made to the entity's employees.

Amortisation, depreciation and impairment losses
Amortisation, depreciation and impairment losses comprise the year's amortisation, depreciation and
impairment of intangible assets and property, plant and equipment.

Financial income and expenses

Financial income and expenses are recognised in the income statement at the amounts relating to the
financial year. Net financials include interest income and expenses, realised and unrealised
capital/exchange gains and losses on foreign currency transactions and surcharges and allowances under
the advance-payment-of-tax scheme, etc.

Tax on profit/loss for the year

Tax for the year, which comprises the current tax charge for the year and changes in the deferred tax
charge, is recognised in the income statement as regards the portion that relates to the profit/loss for the
year and directly in equity as regards the portion that relates to entries directly in equity.

Balance sheet
Intangible assets

Development projects, patents and licences
Development costs comprise costs and wages/salaries that are directly and indirectly attributable to the
company's development activities.

Developments projects recognised in the balance sheet are measured at cost less accumulated
amortisation and impairment losses.

Following the completion of the development work, development costs are amortised on a straight-line
basis over the estimated useful life. The amortisation period is usually five years.

Gains and losses on the disposal of development projects are determined as the difference between the
selling price less costs to sell and the carrying amount at the date of disposal. Gains or losses are
recognised in the income statement as other operating income or other operating expenses, respectively.



Accounting policies

Tangible assets
Items of other fixtures and fittings, tools and equipment and leasehold improvements are measured at
cost less accumulated depreciation and impairment losses.

The depreciable amount is cost less the expected residual value at the end of the useful life.

Cost comprises the purchase price and any costs directly attributable to the acquisition until the date
when the asset is available for use.

Straight-line depreciation is provided on the basis of the following estimated useful lives of the assets:

Useful life
Other fixtures and fittings, tools and equipment 3-5 years
Leasehold improvements 11 years

Assets costing less than DKK 31.000 are expensed in the year of acquisition.

Gains and losses on the sale of items of property, plant and equipment are calculated as the difference
between the selling price, less costs to sell, and the carrying amount at the time of sale. Gains or losses
on the sale of items of property, plant and equipment are recognised in the income statement under other
operating income or other operating expenses, respectively.

Investments in subsidiaries

Investments in subsidiaries are measured at the proportionate share of the net asset value of the entities,
calculated on the basis of the group's accounting policies, plus or less unrealised intra-group gains or
losses and plus or less any remaining value of positive or negative goodwill stated according to the
purchase method.

Investments in subsidiaries and associates are measured in the parent company financial statements using
the equity method.

Investments in subsidiaries with a negative net asset value are measured at DKK 0, and the carrying
amount of any receivables from these entities is reduced to the extent that they are considered
irrecoverable. If the parent company has a legal or constructive obligation to cover a deficit that exceeds
the receivable, the balance is recognised under provisions.

Net revaluations of investments in subsidiaries are taken to the net revaluation reserve according to the
equity method in so far as that the carrying amount exceeds the cost. Dividends from subsidiaries which
are expected to be declared before the annual report of Valcon Medical A/S is adopted are not taken to
the net revaluation reserve.



Accounting policies

Impairment of fixed assets

The carrying amount of intangible assets, other fixtures and fittings, tools and equipment and leasehold
improvements is tested annually for impairment, other than what is reflected through normal amortisation
and depreciation.

Stocks
Stocks are measured at cost using the FIFO method. Where the net realisable value is lower than the
cost, inventories are recognised at this lower value.

The cost of goods for resale, raw materials and consumables comprises the purchase price plus delivery
costs.

The cost of finished goods and work in progress includes the cost of raw materials, consumables, direct
cost of labour and production/production overheads.

Production overheads include the indirect cost of materials, wages and salaries as well as maintenance
and rent of production facility.

The net realisable value of stocks is calculated as the expected selling price less direct costs of
completion and expenses incurred to effect the sale. The net realisable value is determined taking into
account marketability, obsolescence and expected selling price movements.

Receivables
Receivables are measured at amortised cost.

An impairment loss is recognised if there is objective evidence that a receivable or a group of receivables
is impaired. If there is objective evidence that an individual receivable is impaired, an impairment loss
for that individual asset is recognised.

Impairment losses are calculated as the difference between the carrying amount of the receivables and the
present value of the expected cash flows, including the realisable value of any collateral received, using
the effective interest rate of individual receivables or portfolios of receivables as discount rate.

Prepayments
Prepayments recognised under 'Current assets' comprises expenses incurred concerning subsequent
financial years.

Equity

Reserve for development costs

An amount corresponding to capitalised development costs is recognised in the reserve. The reserve is
reduced as development costs are amortised.

10



Accounting policies

Dividends
Proposed dividends are disclosed as a separate item under equity. Dividends are recognised as a liability
when declared by the annual general meeting of shareholders.

Income tax and deferred tax

Current tax liabilities and current tax receivables are recognised in the balance sheet as the estimated tax
on the taxable income for the year, adjusted for tax on the taxable income for previous years and tax paid
on account.

Deferred tax is measured according to the liability method in respect of temporary differences between
the carrying amount of assets and liabilities and their tax base, calculated on the basis of the planned use
of the asset and settlement of the liability, respectively. Deferred tax is measured at net realisable value.

Deferred tax is measured according to the tax rules and at the tax rates applicable in the respective
countries at the balance sheet date when the deferred tax is expected to crystallise as current tax.
Deferred tax adjustments resulting from changes in tax rates are recognised in the income statement, with
the exception of items taken directly to equity.

Deferred tax assets, including the tax base of tax losses allowed for carry forward, are measured at the
value to which the asset is expected to be realised, either as a set-off against tax on future income or as a
set-off against deferred tax liabilities within the same legal tax entity. Any deferred net tax assets are
measured at net realisable value.

Liabilities
Liabilities are measured at amortised cost, which is usually equivalent to nominal value.

Foreign currency translation

On initial recognition, foreign currency transactions are translated applying the exchange rate at the
transaction date. Foreign exchange differences arising between the exchange rates at the transaction date
and at the date of payment are recognised in the income statement as financial income or financial
expenses. If foreign currency instruments are considered cash flow hedges, any unrealised value
adjustments are taken directly to a fair value reserve under ‘Equity’.

Receivables and payables and other monetary items denominated in foreign currencies are translated at
the exchange rates at the balance sheet date. The difference between the exchange rates at the balance
sheet date and the date at which the receivable or payable arose or was recognised in the latest financial
statements is recognised in the income statement as financial income or financial expenses.

11



Income statement 1 January 2022 - 31 December 2022

Note 2022 2021
DKK TDKK

Gross profit -15.349.994 -5.375.493
Distribution costs -185.027 -385.911
Administrative costs -6.241.427 -7.228.023
Operating profit/loss -21.776.448 -12.989.427
Other operating income 100.000 102.727
Profit/loss before financial income and expenses -21.676.448 -12.886.700
Financial income 18.292 1.991
Financial costs -585.872 -1.437.435
Profit/loss before tax -22.244.028 -14.322.144
Tax on profit/loss for the year 1 5.164.835 3.694.896
Net profit/loss for the year -17.079.193 -10.627.248
Transferred to reserve for development projects 3.227.576 6.167.061
Retained earnings -20.306.769 -16.794.309

-17.079.193 -10.627.248

12




Balance sheet at 31 December 2022

Note 2022 2021
DKK TDKK

Assets

Completed development projects 7.803.867 0
Development projects in progress 4.240.539 7.906.488
Intangible assets 2 12.044.406 7.906.488
Other fixtures and fittings, tools and equipment 3 6.828.022 7.875.045
Leasehold improvements 3 20.150.615 21.789.534
Tangible assets 26.978.637 29.664.579
Investments in subsidiaries 5.051.420 0
Deposits 5 506.600 263.100
Fixed asset investments 5.558.020 263.100
Total non-current assets 44.581.063 37.834.167
Finished goods and goods for resale 6.143.613 816.317
Stocks 6.143.613 816.317
Trade receivables 96.651 42.675
Other receivables 343.349 548.129
Deferred tax asset 8.276.169 4.177.754
Corporation tax 1.066.420 1.739.427
Prepayments 120.223 0
Receivables 9.902.812 6.507.985
Cash at bank and in hand 6.627.149 11.994.152
Total current assets 22.673.574 19.318.454
Total assets 67.254.637 57.152.621

13




Balance sheet at 31 December 2022

Note 2022 2021
DKK TDKK

Equity and liabilities

Share capital 2.008.323 1.830.777
Reserve for development projects 9.394.637 6.167.061
Retained earnings 45.272.273 41.437.575
Equity 56.675.233 49.435.413
Other credit institutions 4.000.000 0
Lease obligations 480.350 0
Trade payables 1.912.741 1.801.279
Total non-current liabilities 6 6.393.091 1.801.279
Short-term part of long-term debt 6 1.776.509 1.801.280
Banks 0 375
Trade payables 1.366.257 1.838.590
Other payables 1.043.547 2.275.684
Total current liabilities 4.186.313 5.915.929
Total liabilities 10.579.404 7.717.208
Total equity and liabilities 67.254.637 57.152.621
Staft 7

Uncertainty about the continued operation (going concern) 8

Subsequent events 9

Contingent liabilities 10

Mortgages and collateral 11

14



Statement of changes in equity

Share Reserve for
premium  development  Retained
Share capital account projects earnings Total
Equity at 1 January 2022 1.830.777 0 6.167.061 41.437.575 49.435.413
Cash capital increase 138.046  17.394.411 0 0 17.532.457
Capital increase, subsidiaries 39.500 5.011.919 0 0 5.051.419
Sale of treasury shares 0 0 0 1.735.137 1.735.137
Net profit/loss for the year 0 0 3.227.576 -20.306.769 -17.079.193
Transfer from share premium account 0 -22.406.330 0 22.406.330 0
Equity at 31 December 2022 2.008.323 0 9.394.637 45.272.273  56.675.233

The company owned 83,207 treasury shares at year end and contain 4,14% of the total share capital.

15



Notes

2022 2021
DKK TDKK
1 Tax on profit/loss for the year
Current tax for the year -1.066.420 -1.739.427
Deferred tax for the year -4.098.415 -1.955.469

-5.164.835 -3.694.896

2 Intangible assets

Completed Development
development projects in
projects progress
Cost at 1 January 2022 0 7.906.488
Additions for the year 1.088.544 3.758.819
Transfers for the year 7.424.768 -7.424.768
Cost at 31 December 2022 8513.312 4.240.539
Impairment losses and amortisation at 1 January 2022 0 0
Depreciation for the year 709.445 0
Impairment losses and amortisation at 31 December 2022 709.445 0
Carrying amount at 31 December 2022 7.803.867 4.240.539

16



Notes

3 Tangible assets

Other fixtures
and fittings,
tools and Leasehold
equipment improvements
Cost at 1 January 2022 9.433.598 23.814.840
Additions for the year 1.005.386 1.787.549
Disposals for the year 0 -1.123.989
Cost at 31 December 2022 10.438.984 24.478.400
Impairment losses and depreciation at 1 January 2022 1.558.553 2.025.306
Depreciation for the year 2.052.409 3.426.468
Reversal of impairment and depreciation of sold assets 0 -1.123.989
Impairment losses and depreciation at 31 December 2022 3.610.962 4.327.785
Carrying amount at 31 December 2022 6.828.022 20.150.615
Value of assets leased out 821.963 0
2022 2021
DKK TDKK
4 Investments in subsidiaries

Cost at 1 January 2022 0 0
Additions for the year 5.051.420 0
Cost at 31 December 2022 5.051.420 0
Revaluations at 1 January 2022 0 0
Revaluations at 31 December 2022 0 0
Carrying amount at 31 December 2022 5.051.420 0
Remaining positive difference included in the above carrying

amount at 31 December 2022 4.780.156
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Notes

5 Fixed asset investments

Cost at 1 January 2022
Additions for the year

Cost at 31 December 2022

Carrying amount at 31 December 2022

6 Long term debt

Other credit institutions
Lease obligations
Trade payables

Deposits
263.100
243.500
506.600
506.600
Debt
Debt at 31 Debt

at 1 January December Instalment outstanding

2022 2022 next year after 5 years
0 4.100.489 100.489 655.000
0 1.200.000 719.650 0
1.801.279 2.869.112 956.370 0
1.801.279 8.169.601 1.776.509 655.000
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Notes

10

Staff

Wages and Salaries

Pensions

Other social security expenses

Wages and Salaries, pensions and other social security expenses
are recognised in the following items:

Cost of sales
Administrative expenses

Average number of employees

Uncertainty about the continued operation (going concern)

2022 2021
DKK TDKK
7.701.015 2.437.204
1.398.823 814.771
182.869 117.458
9.282.707 3.369.433
7.782.515 2.102.274
1.500.192 1.267.159
9.282.707 3.369.433
20 12

The management expects to obtain financing by the end of August 2023 necessary to bring the

company to a EBIT break even level, where after the Company will be self-financing. The

expectation is realistic but associated with uncertainty.

Subsequent events

There are no material subsequent events.

Contingent liabilities

The Company has entered into rent agreements and operating leases amounting TDKK 3,670.

Recourse and non-recourse guarantee commitments

The parent company is jointly taxed with its danish group entities. The entities are jointly and
severally liable for danish income taxes as well as withholding taxes on dividends, interest and
royalties payable by the group of jointly taxed entities. The group as such is not liable to any third

parties.
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Notes

11 Mortgages and collateral
All assets has been pledged with a company pledged of DKK 5,3 mill.

50% of the inventory of produced products has been pledged as security for full filment of a profit
split agreement with a vendor.

20
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