B EEr o T S ICEE AT
W R RA T e M oYy

|@|' A= 7, @O s o e L e o = e Bl =5 - [E e

i.'llnrrr 2, Al T

WU T (W el e NI " i = M
L e I T LS A AR A C

AL 7T JOEF _EMTT

Bsdaes 700 o e e b Ty @@l s A

M
I I==ke weE UAEWRTC U R G S a4 T4
oo s e P Sl Do - T GRS VT A R

|F?r-'y-w-§m-nu|' = ||‘ o v Ew g mi ™ |||J|,=|,‘=1Tl; L;EH‘_ " &

[ S | Im e B Ie "B %" o ke ™ md 3 e

Twa e sl L S 1w SA-Clha s 1y a0k : Iz I
=Feue gr ey et S S Geple ey 1™ PRupRE DN e pF e ST
WU L L ;I

wow SF e o bbb A e Skl of: 1 - i . Pl
i e S e e e el
i TRTERSC N Rt SR TN S 0T SRE

P =S i i B S S TR H = Bk mpey BSOS N
B4 AT T TN D o R L . A Rl (o8 15 4 = reE e g
oW SAankntE ol it Ml | 2 o il s sl o] il e bR ﬁl e 4
ngwE =5 ws Vel v L = Pl &P " T TN LS A MY .
O e T T R R P gro P

Froz e ke



o B o b e ey o o ot U e B e Te vy g
‘_ﬁ*‘; h" -u-l-_'-‘l.l IE.H.lah.II. :‘_E_I‘E'"I'I: ol P I T I
g 'L e T Bt T VR e e e N ST e sy T A

T o-v 2w s s o S e S TR cew .
W L WA M A Tl LweeE W e B e et D R o
e e g T e ey SO AR TR P W RSl ke
SRR PTES R SN e L ot T R O B S e T
P e A e e T Ry iR D e

L Fol Wl atas i e Y v gl R R bt Sl
i " Faon W8 R ReTRE N LR e T AR seger T oo e S

et omt B R Y el MR e hATRIBAE L 4 BT AR TR P S T The o [ e
O R TR L T SR DR SN

. Dwd o 7 S Sapei [ s BOai N Gake © CunLe o ek gl
e Mg ey fet ol R vRUESG Gl e e A e DS g e
L B R TR T SRR e o B S i U el B PR e R LA T S R, S
By ST ey AN A MY st ol Do s e el T omtel e e
RPN e S e D B 3T O Choy W e g S G
s TR MR WS YAt mRR RS BRSO o ADEE Tl E e
B e T N T e R T i B TR R
nﬁ'f.‘.:l Fhaeg " wn g, ”h— lltl'H'_—' F oo w rﬂ -‘-.:_._.rwl_r. “PFs
LGttt Tyt L MO TR L At
e O S e AR LA e T A, R N T L e

I P g el A e e L T e

B R o T e e T T N Y
e e £ N R A s PR L T
L

N ARNTIAANY Ay TS

gl PR o TR s THIEE T T N T B e e g AR e
Crasie b RERAE Pl o T wmi caas s 0 R ca BT edeed e somica’



Wt b g AL o, R el Tl em e i A o
STt R T e T

1= S = T A SHRTAL 2 M ST SRk UL G L T oM VAR B

radlan e SRR b e L R et e S e w UL Ok

R L el ol T SN GRS PR B TESS [ L
B U1 Tw Rz vy iy

o e st L e e S M e e B VT e e FET e &
T A AR L TE I s SR P 1 e e A e DS R o T SN ~ulit ol
' St den

TH Vel T T v Rl T e e TR ey, e Sy e
JEREs omnd Raeva b maniw ey atow s N L s e g T
T e v by meed e ey b ILE T LN

f=t

L R T e LTy IR e

e W BN P Pyl B4 WA
v - AW

‘ Tl il s Aurdgaiad T O
“ R e el "R B
N L - T -

o e ot S e e L Mol T Sl pieiieg ey
Wi el Lok, o T e ot L e me o e gt e ANy
R T L e N L i o T Ll e e B e e
T e TS - S SR TR TR R

\ 1 S Ik T

0 N T A N G e e Rempalg . TR gyt Lo Blla
e i, Nty e Do mgn s s T el e s o e s s e
TGl = FEF e e SRR D s ® T 0 AT T T Ao e
, D TRTON G RS et Fp 0y e P TR e el i Y et el Gand s sy
TR S A s N ST D g e g









Corporate Governance steps taken to address issues (2022-2024)

37. In or about February 2022, following challenges with device reimbursement from public
insurance providers such as Medicare in the United States, Mr. Cowper-Smith was replaced as
CEO by Tim McCarthy, (‘Mr. McCarthy”) previously Chief Revenue Officer.

38. In October 2022, Tim McCarthy resigned as CEQ due to cash constraints. | was
appointed to the General Manager role with a mandate to cut costs and stabilize the
business, while Mr. McCarthy transitioned to a board role as Executive Chair, and was engaged
by the Company on an hourly consulting engagement to sell the business and/or continue to

seek strategic partnerships.

39. Between October 2022 and February 2023, the Company conducted two rounds of layoffs,

significantly reducing headcount from 22 to 14, further reducing operating expenses

40, The Company further liquidated certain machinery with lender consent to raise

approximately $160,000 and focused on incremental revenue growth.

41, For fiscal 2023, the Company achieved approximately $150,000 EBITDA burn, a $1.75M

improvement on the prior year reflecting progress on expense reductions and revenue growth.

42, In his capacity as Executive Chair, on 11 May 2023, Tim McCarthy reported to the Board
that he had approached, unsuccessfully, a wide range of potential investors and strategic
partners to consider the opportunity to invest in, partner with, or acquire the business.
Board records indicate strategic partners and prospective acquirors of the business
approached included, among others: Breg Inc., Cascade Orthopedic Supply, DJO CANADA
INC., SMITH & NEPHEW PLC, Becker Orthopedic Appliance Company, ManaMed Inc. VQ
Orthocare, medi GmbH & Co. KG, Elevate Dynamics, Ovation Medical, and Rush Orthopaedic.

43. | am advised by Mr.Cowper-Smith and understand that, by letter dated August 7, 2024,
and following reduced engagement from certain members of the Board, a majority of common

shareholders proposed nomination of myself to the board to replace Kristin Barnebey, pursuant



to their nomination rights under the Company’s unanimous shareholder's agreement. The
common shareholders requested that the remaining Directors take all necessary steps to elect
myself to the Board as soon as possible. However, on 16 August 2024, Rob Barbara, Tim
McCarthy, Kristen Barnaby, and Jeff Wyman resigned from the Board, leaving Mr. Cowper-Smith

as the sole remaining director.

Creditor Engagement and Recapitalization Efforts (2024-2025)

44, Throughout 2023, 2024, and the first half of 2025, the Company and the Board continued
outreach to potential strategic partners or acquirors, as well as prospective institutional and angel

investors.

45, During the same period, the Company engaged major creditors regarding an eventual
balloon payment in the range of approximately $3 to $4 million under the 2020 debenture and
signaled that (i} based on capital market feedback, this was preventing the company from raising
outside capital, and that (ii) there was no viable cash-based repayment path.

46. In January 2025, BDC provided proposed recapitalization terms contemplating
conversion of the 2020 Debentures into equity (with new funding to follow), subject to ACOA
forgiving its unsecured debt position. Management indicated a willingness to attempt raising new
capital from third parties on terms broadly in-line with those proposed by BDC in January 2025.

47. In early 2025 the Company sought to raise approximately $1.5 million in new equity,
socializing a non-binding term sheet with interested investors (the “2025 Equity Term Sheet").
The 2025 Equity Term Sheet was modified during the socialization process based on investor
feedback. By mid-2025, preliminary non-binding commitments had been secured for
approximately $1 million including $250,000 from Wenova, $250,000 from existing shareholders
and third party investors, and $365,000 from 4 members of Management and the Board including
myself.

48. Although the 2025 Equity Term Sheet was otherwise broadly in-line with the structure

proposed by BDC, a share buyback mechanism in the final proposed investment terms was not



acceptable to BDC and, separately, Wenova withdrew its non-binding indication over concerns

surrounding the liquidity preferences proposed by BDC.

49, Wenova subsequently re-engaged with the Company and proposed an asset purchase
transaction to be effected through a newly formed corporate entity. The Company took steps to
substantiate Wenova’s expression of interest and to negotiate an increase to the proposed
purchase price. A condition of Wenova's asset purchase was that Management, including Joe
Ellsmere, Mr. Cowper-Smith and Ben Ross co-invest alongside them, and that the operating
assets be acquired and moved into a new company that would continue the regular Business of
the Company. In order to secure the assets free and clear of any liabilities, VWenova also required

release and discharge of security interests from the 2020 Debentureholders.

50, In October 2025 terms of the proposed asset purchase were verbally disclosed to BDC
and Build Ventures. We received verbal, high-level confirmation of alignment to continue efforts
to secure a final letter of intent from Wenova, while also engaging with ACOA to determine their
position. Given liquidity pressures, the Company proposed a management-funded senior secured
convertible note in July 2025 intended to extend the Company’s runway while the Company
worked to continue obtaining investor interest and formalize the terms of a proposal to creditors
With unanimous consent from the 2020 Debentureholders, a senior note with total approved
indebtedness of $250,000 was finalized in September 2025, featuring (a) full GSA, (b)
subordination by the 2020 Debenture creditors, (¢) majority investor demand rights, and (d)

creditor buy-out rights.

51. In mid-November 2025, with consent of subordinated creditors, Wenova joined the senior
note for the remaining availability (approximately $90,000), aligning interests while an asset

transaction led by Wenvova Ventures was further evaluated.

52. On November 26, 2025, following negotiations with the Company, Wenova submitted a
non-binding LOI (the “November LOI”) that contemplated the purchase of the Company’s
operating assets for $1 million. BDC subsequently expressed dissatisfaction upon understanding



that net proceeds available to the 2020 Debenture would be less than $1 million due to transaction

costs and priority distributions.

53. On 04 December 4, 2025, the Company received initial email confirmation from Build
Ventures that they were generally supportive of the November LOI. On 05 December 2025, the
Company received a request from Build Ventures that the Company re-engage former CEO Tim
McCarthy to explore whether the assets could be sold for more than $1 milion. Management
immediately cooperated with the request from Build Ventures while noting that due to limited

runway, the Company felt it was important to try to maintain investment interest from Wenova.

54, Due to all ongoing discussions the Company failed to accept the November LOI within its
validity period, and it subsequently expired. Nonetheless, the Company continued in discussions
with Wenova and sought the following: (i} that the offer to co-invest be extended to all current
shareholders and noteholders; (ii} that the exclusivity provision be removed; and (i) that in
recognition of considerable and historical government support, the business remains

headquartered in Canada.

55. On 24 December 2025 the Company obtained a revised LOI from Wenova (the
“December LOI", including a commitment to allow existing shareholders to co-invest and keep
the business headquartered in Canada. Again, the Company did not receive necessary creditor
consents to sign the December LOI before its expiry date of 06 January 2026.

56. At the request of creditors, in January 2026, the Company successfully negotiated a
commitment from Wenova to move to a binding purchase agreement within an accelerated 2-
week period. Wenova agreed to the request, and indicated they would honor the $1 million
purchase price, less legal fees incurred up to a cap of $50,000.

Creditor Demands

57. Although agreeable to culminating an asset purchase on an accelerated timeline as
requested by the 2020 Debentureholiders, given the expiry of multiple previous LOls, Wenova
expressed doubt that the Company would ultimately sell their operating assets outside of a formal
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insolvency process. Wenova and Ben Ross, representing a majority of the 2025 Debentures,

subsequently exercised their demand right on 08 January 2026, for approximately $260,000.

58, On 09 January 2026, ACOA issued a demand for approximately $4.1 million, due 23
January 2026.

58. As of the date of filing for protection under the CCAA no demand has been received from
the 2020 Debentureholders.

60. Irrespective of the Wenova demand, or the ACOA demand, operating cash will be
exhausted on or before 31 January 2026, risking an imminent missed payroll and destruction of
going-concern value. The shareholders and creditors are aware of this. Among other prior
communications, a detailed Board Memorandum dated 30 December 2025 (the “Board
Memorandum™) was presented to shareholders and creditors outlining the risk of the business

going insolvent.

61. Documentation prepared for the shareholders and creditors, including additional details
regarding financial challenges leading up to the present date and our Business Plan, are in the

Board Memorandum attached as Confidential Exhibit “F".

V. PROPOSED CCAA PROCESS:

62. SLT is in an immediate liquidity crisis. We have no meaningful credit available under our
current facilities and are unsustainably operating, with no ability to satisfy creditors absent a

formal process.

63. Notwithstanding efforts over the past years to refinance, sell or find more investors, all the
efforts have not culminated in a path forward. Creditors have now issued demands, and
unconverted debentures remain an obstacle to raising new capital. We have determined, as
management, that formal creditor protection is required to preserve enterprise value and facilitate

an orderly restructuring process for the benefit of all stakeholders.

64. Enforcement by creditors would entail a liquidation of assets and would destroy the value
of goodwill. As the long-term value of the business is much higher as a going-concern than would
be realized through liquidation, the latter scenario would be to the detriment of all stakeholders.
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65. As SLT's current situation has become unsustainable, we have been consulting legal and
accounting professionals as to the available options to address our insolvency. We have
concluded that the CCAA process will best maximize value for all stakeholders, including
creditors, employees, suppliers, present and future customers, and the local and regional
communities. | also understand based on discussions with our advisors that a CCAA restructuring

can be completed at a similar or lower cost than the alternatives.

66. Our aim is to avoid a liquidation scenario. In furtherance of this aim, we have been, in
consultation with the Proposed Monitor and counsel, evaluating multiple potential options
including a going-concern sale of the business, a refinancing of the existing credit facilities, the
disclaimer of unprofitable contracts, various operationai restructuring initiatives, and a viable plan
of compromise or arrangement with creditors. We believe that the preferred approach is likely to
be an expedited sale of the business as a going concern operation through a sales investment
solicitation process (“SISP”).

67. The Proposed Monitor, Grant Thornton Limited, has been apprised of the circumstances
and has commenced preparation of a pre-filing report.

68. A 13-week cashflow forecast is attached as Exhibit “G” (the “13-Week Cashflow
Forecast).

69. As appears from the 13-Week Cashflow Forecast, SLT requires total cash injections of
approximately $500,000.00 over the next 13-week period to sustain its operations and attempt a
restructuring.

70. Once CCAA protection is granted under the Initial Order, we will work with the Proposed
Monitor diligently and in consuitation with our creditors and other stakeholders to determine the
restructuring option that best maximizes value. We will then present the proposed plan to the
CCAA Court for approval.

VI. FINANCING DURING THE CCAA PROCEEDINGS:

71 We have entered into debtor-in-possession (“‘DIP”) terms with Wenova (the “DIP Lender”)
for financing (the “DIP Loan”). A copy of the DIP term sheet for the DIP Loan is attached hereto
as Exhibit “H” (the “DIP Term Sheet”).
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72. We have reviewed this DIP Term Sheet in consultation with our legal counsel and the
Proposed Monitor and believe it is in the best interest of the Applicant and ali stakeholders that
the DIP Term Sheet be approved as to permit the Applicant to meet financing needs during the
restructuring period, in accordance with the 13-Week Cashflow Forecast.

73. With respect to operations being funded by the DIP Loan, funds up to $100,000.00, for
the initial 10-day period (the “Stay Period”), are urgently needed to meet payroll obligations and
maintain our current level of production. The DIP Lender is willing to advance a $500,000.00 for
the Stay Period under the terms set out in the DIP Term Sheet, allowing the Applicant to continue

to operate while pursuing a restructuring.

74. At the comeback hearing, we intend to seek approval to draw up to $500,000.00, per the
DIP Term Sheet.

VIl. RELIEF SOUGHT:

75. Having discussed the range of options with professional advisors over the past month, |
firmly believe that the flexibility and wider protections offered under the CCAA will be preferable
to a process under the BIA, particularly one driven by one or more of SLT's secured creditors. A
CCAA proceeding which allows us to maintain operations and maximize value is vastly to the
overall benefit of our company and its stakeholders, including employees, suppliers, customers

and unsecured creditors.

78. | understand from discussions with my counsel that the proposed Initial Order is in
substantial accordance with the Nova Scotia model CCAA initial order and that it is limited to relief
that is necessary to preserve the business's ability to operate as a going concern during the initial

10-day stay of proceedings.

Critical Supplier Payments

77. [n order to avoid immediate and irreparable harm to SLT’s operations during the initial 10-
day stay period, the Applicant seeks authority to pay pre-filing amounts owing to certain critical
suppliers, in the aggregate not to exceed $100,000.00, with such payments to be applied only
where the supplier's continued performance is necessary to ensure uninterrupted manufacturing,

service continuity to patients and clinics, and preservation of enterprise value.
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78. The critical suppliers for whom pre-filing amounts are required include, Action O & P Inc,
Designfusion and Click Medical. These sole suppliers are important as they are (a) suppliers of
core brace component/raw materials required to meet in-process and imminent customer orders;
(b) speciaiized contract manufacturers and finishers necessary to complete sub-assemblies on
current work-in-progress, and (c) essential fo maintain order processing, engineering files, and
communications with our Canada, United States, and the United Kingdom clientele. Payments, if
made, will be limited to the minimum amounts required to induce continued supply on customary

trade terms during the initial stay period, subject to the Proposed Monitor’s oversight.

QOrdinary Course Post-Filing Obligations

79. The Applicant seeks authority to continue to satisfy, in the ordinary course and in
accordance with the 13-week cash flow forecast and subject to the DIP facility: (a) vendor and
supplier obligations for post-filing goods and services necessary to maintain operations; (b)
employee obligations, including regular wages, salaries, and benefits; (¢) payroll on its ordinary
biweekly schedule; (d) amounts payable for leased equipment necessary for manufacturing and
operations; and (e) rent and other amounts due under leased premises required for continued

occupancy.

80. SLT is party to a property lease for its premises at 50 Raddall Ave, Unit 8, Dartmouth,
Nova Scotia. SLT is also party to lease agreements relating to certain computer equipment used
in its operations. SLT is further party to a lease agreement relating to an air compressor used in

its manufacturing process.

81. SLT currently has 17 employees and pays payroll on a biweekly schedule with the next
payment due 27 January 2026. Production staff are compensated on an hourly basis.
Administrative, engineering, and sales staff are compensated on a salaried basis. For eligible

fulltime employees who opt for benefits, the Company pays 50% of the cost of health benefits.

82. SLT employs three sales staff who are paid commissions on the first payroli five weeks
after the close of the previous fiscal quarter, calculated on net revenue for that prior quarter. The
next scheduled payroll including the commissions pay-out is 13 February 2026. SLT records
commissions as an accrued liability in the month in which the related revenue is recognized and

reduces this liability at the time of pay-out.
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83. SLT has an independent sales representative agreement with GE Consultants Medicaux
for the sale of products in the Province of Quebec. Under that agreement, the independent
representative is paid a percentage of net revenue in the territory within 45 days following the
close of the previous quarter. The independent representative invoices SLT shortly before the

applicable commission pay-out.

84. It is necessary that the Applicant is allowed to pay its suppliers and vendors, sales
representatives and employees to stabilize the workforce, preserve customer relationships, and

prevent disruption in production and distribution during the initial stay.

Cash Management System

85. The Applicant has three accounts (a) a business chequing account - (Canadian domiciled
CAD Account), a (b) US Current Account” - (Canadian domiciled USD Account} and (c) GBP
current account (Canadian Domiciled GBP Account). The Applicant has two visa cards one with
a credit limit of $14.500.00 and registered and another with a $3,500 credit limit, both secured by
a GSA and a guaranteed investment certificate.

86. The company collects payment for sales via Cheque, Quickbooks Payments, which are
all linked to the bank account, Stripe or Shopify for credit card payments.

87. Access to the company's online banking portal is limited to myself, financial controller
Helen Steer (*Helen”), and part time book bookkeeper Kathy Michalishyn. EFTs and Wires can
not be sent without verification from both myself and Helen. Any withdrawal at the branch requires
authorization from myself and Helen. Cheque written by the Company require also two signatures
from myself and Helen.

88. The Applicant seeks authority to keep the same cash management system. This will
minimize disruption, reduce administrative burden and cost, and permit timely satisfaction of
ordinary course post-filing obligations, while providing transparency to the Court, the Monitor, and
stakeholders.

Directors and Officers Charge

89. A directors and officers charge (‘D&O Charge”) is necessary to protect sole director, Mr.

Cowper-Smith and myself as a recognized officer from personal liability for decisions made in
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good faith during these proceedings, thereby ensuring our continued involvement in critical
oversight and decision-making needed to maintain operations, stabilize the business, and
preserve stakeholder confidence while the Company pursues an expedited going-concern sale
through a SISP and evaluates restructuring options. | here note that the insurance policy we
currently have in place does not provide any protection to directors and officers of SLT in case
SLT files for protection under CCAA. Without such protection, there is a material risk that we will
become constrained in exercising our duties due to potential personal exposure, which would
jeopardize operational continuity and the preservation of enterprise value during the CCAA
process, which will affect all stakeholders involved in the process under CCAA. We therefore seek
that a D&QO Charge be approved while we help pursue a value-maximizing path.

VIll. CONCLUSION

90. SLT will not survive enforcement actions being taken by creditors but can viably
restructure and operate while a SISP is undertaken which will preserve its going-concern vaiue,

provided that it is given the breathing room to do so.

91. Management has concluded that creditor protection is required to preserve enterprise
value and facilitate an orderly restructuring for the benefit of all stakeholders, with an expedited
going-concern SISP being the preferred path, and that immediate liquidity is required to avoid
imminent missed payroll and loss of going-concern value.

92. The Applicant respectfully seeks approval of the Initial Order attached as Schedule "B” to
the Notice of Application, the Charging Order, the Sealing Order and ali the ancillary relief in the
Application.

a3, | swear this affidavit in support of Applicant's Application for the relief requested and for
no other or improper purpose.

SWORN at the City of Halifax, Nova
Scotia, this _~=day of January 2026,
before me:

)
)
)
)
)
F sl ™ G
A Commissioner aths, being a ; & JOE ELLSMERE

Solicitor



This is Exhibit “A” to the affidavit of Joe
Ellsmere before me on the 22 day of January
22, 2026.

Co~—"

Essber Essber, Barrister and Solicitor in Ontario and Nova Scotia

EXHIBIT “A”
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NOVA SCOTIA

Registry of Joint Stock Companies

PROVINCE
OF

NOVA SCCTIA

Electronically signed by:
Office of the Registrar of Joint Stock Companies

Date: 19 January 2026 13:17 AST
Location: Nova Scotia, Canada
Contact: rjsc@novascotia.ca

Entity Snapshot

Entity details

Information as of
Registry ID 3268242
Business/Organization Name
Incorporation Date 07 December

Annual Return due Date 31 December

Type
Status Active
Jurisdiction CANADA

Registered Office
Mailing Address

Directors and Officers

Name Position
CHRISTOPHER COWPER- Director
SMITH

Recognized Agent

Name Position

CHRISTOPHER D.
COWPER-SMITH

Recognized Agent

19 January 2026

2012
2025

SPRING LOADED TECHNOLOGY INCORPORATED

Extra-provincial Corporation Federal

Civic Address
50 RADDALL AVENUE,

Mailing Address
8 - 50 RADDALL AVENUE

50 RADDALL AVE., UNIT 8, DARTMOUTH, NOVA SCOTIA, B3B 172, CANADA
50 RADDALL AVE., UNIT 8, DARTMOUTH, NOVA SCOTIA, B3B 1T2, CANADA

UNIT 8 DARTMOUTH NOVA DARTMOUTH NOVA
SCOTIAB3B 1T2 CANADA SCOTIA B3B 1T2 CANADA

risc.ca | Registry of Joint Stock Companies, PO Box 1529, Halifax, NS B3J 2Y4 | 902-424-7770 | 1-800-225-8227
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This is Exhibit “B” to the affidavit of Joe
Ellsmere before me on the 22 day of January
22, 2026.

Co~—"

Essber Essber, Barrister and Solicitor in Ontario and Nova Scotia
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Spring Loaded Technology Incorporated

Consolidated Financial Statements
December 31, 2022
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Independent Practitioner's Review Engagement Report LLP

Te the Sharehclders of Spring Loaded Technology Incorporated:

We have reviewed the accompanying consolidated financial statements of Spring Loaded Technology incarporated
that comprise the consolidated balance sheet as at December 31, 2022, and the consolidated statements of loss,
deficit, cash flows and the related schedules for the year then ended, and a summary of significant accounting
policies and other explanatory information.

Mariagement’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in
accordance with Canadian accounting standards for private enterprises, and for such internal control as  management
determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error. ‘

Ty
o

Practitioner's Responsibility A y

R
Our responsibility Is to express & conclusion on the accompanying consolidated ﬁrnah’cia!:statements based on our

review. We conducted our review in accordance with Canadian generally acceptedistandards for review
engagements, which require us to comply with relevant ethical requirements,

A review of consolidated financial statements in accordance with Canadi'__an generally accepted standards for review
engagements is a limited assurance engagement. The practitioner-performs procedures, primarily consisting of
making inquiries of management and others within the entity;"as-appropriate, and applying analytical procedures,
and evaluates the evidence obtained. 7% |

L
4

-
The procedures performed in a review are substantially less in extent than, and vary in nature from, those performed
in an audit conducted in accordance with Canadian generally accepted auditing standards. Accordingly, we do not
express an audit opinion on these consolidated financial statements.

Conclusion

Based on our review, nothing h‘a’é come to our attention that causes us to believe that the consolidated financial
statements do not present fairly, in all material respects, the financial position of Spring Loaded Technology
Incorporated as at December 31, 2022, and the results of its operaticns and its cash flows for the year then ended in
accordance with Canadian accounting standards for private enterprises.

Dartrnouth, Nova Scotia

Chartered Professional Accountants



Spring Loaded Technology Incorporated

Consolidated Balance Sheet
As at December 31, 2022

2022 2021
Assets
Current
Cash 201,483 875,898
Short-term investments (Note 3) 25,000 25,007
Accounts receivable (Note 4) 216,371 552,697
Inventory (Note 5) 180,543 316,849
Investment tax credits recoverable (Nofe 6) 176,662 389,481
Prepaids 41,528 69,415
841,587 2,229,547
Property and equipment (Nofe 7) 137,738 187,817
Intangible assets (Note 5) 105,139 156,240
Future income taxes (Nofe 9) ... 1,505,500 1,243,500
2,589,964 3,817,104
Liabilities A
Current ; =
Accounts payable and accrued fiabilities (Note 10 by 459,614 343,930
Deferred revenue i - 23,698
Deposit on share subscriptions -:A“"ﬁ ] 32,750 32,750
Current portion of long-term debt (Note 71} t 3" 59,917 480,633
s‘, _:J 552,281 881,011
Long-term debt (Note 11) . g 3,066,204 2,323,711
Convertible debentures (Nofe 12) : 1 4,525.013 4,121,310
8,143,498 7,326,032
Commitments (Note 16)
Subsequent event (Note 78)
Shareholders® Deficit
Share capital (Note 13} 6,790,045 6,790,045
Contributed surplus (Note 14) 1,787,218 1,213,458
Deficit (14,130,797)  {11,512,431)
(5,553,534) (3,508,928)
2,589,964 3,817,104
Approved on behalf of the Board of Directors
Director Director

The accompanying notes are an integral part of these consolidated financiai statements.
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Spring Loaded Technology Incorporated

Consclidated Statement of Loss and Deficit
For the year ended December 31, 2022

2022 2021
Revenue
Revenue 1,378,901 1,511,571
Other revenue 9,097 19,863
1,387,998 1,531,434
Direct Costs
Purchases (Nofe 5) 337,817 362,448
Freight in and duty 105,528 89,784
Direct labour 161,508 218,827
Other direct costs 14,456 14,496
Inventory write-off 205,231 -
824,540 685,355
Gross profit 563,458 846,079
Selling and Other Direct Expenses (Schedule 1) 454,604 666,887
General and Administration Expenses (Scheduje 2) Y 2,177,294 2,092,222
Amortization Expenses ' N
Amortization of transaction costs hw 23,126 23,126
Amortization of property and equipment 63,212 79,057
Amortization of intangible assets 95,735 83,643
Loss from operations (2,250,513) {2,098,856)
Other income (expense) '_'i-;r
SR&ED Tax credits £ 156,659 406,871
Fair value adjustments retated to imputed interest S 286,162 384,946
imputed interest on interest free loans L5 {147,146) (132,262)
Employee stock based compensation (Nofe 14) i {573,760) (318,011)
Interest on convertible debentures (380,577) (330,735)
Interest on long-term debt {2,573) {3,062)
Foreign exchange gain (loss) 12,160 {1,301)
Interest income 829 205
Amortization of imputed interest on preperty and equipment 18,393 19,458
Loss on disposal of property and equipment - (844)
{629,853) 25,265
Loss before income tax {2,880,366) (2,073,631
Future income tax recovery (262,000) {288,100)
Net loss (2,618,366) (1,785,531)
Deficit, beginning of year {11,512,431) (9,726,900)
Deficit, end of year {14,130,797) (11,512,431)

The accompanying notes are an integral part of these consolidated financial statements.
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Spring Loaded Technology Incorporated

Consolidated Statement of Cash Flows
For the year ended December 31, 2022

2022 2029

Cash provided by (used for} the following activities

Operating activities
Net loss {2,618,366) (1,786,531}
Amortization of transaction costs 23126 23,128
Amortization of property and equipment 63,212 79,097
Amortization of intangible assets 95,735 83,643
Loss on disposal of property and equipment - 844
Fair market value adjustment on interest free loans {286,162} (384,548)
Imputed interest on interest free loans 147,146 132,262
Amortization of discounting on property and equipment (18,393) (19,458)
Interest accrued on converiible debentures 380,577 330,735
Employee stock based compensation 573,760 318,011
Future income tax {262,000) (288,100)

{1,901,365) (1,510,317)
Change in working capital accounts Ry

Accounts receivable o e 336,047 189,812
Inventory A 136,406 14,241
Prepaids ", g 27,887 1,730
tnvestment tax credits recoverable 3 } 212,819 2,642
Accounts payabie and accrued liabilities . 115,963 60,383
Deferred revenue {23,698) 23,698

(1,095,941) (1,217,811}

Financing activities N )
Advances of long-term debt - 510,000 205,259
Repayments of long-term debt ! (35,074) (147,281)
Issue of common shares - 10,000
474,926 67,978
Investing activities s %
Purchases of property and equipment, net of investment tax credits of $628 (2021 - {8,872) (22,207
$1,724)
Proceeds on disposal of property and equipment - 2,500
Purchases of intangible assels (44,635) (110,003)
Purchase of shori-term investments (25,000) -
Proceeds on disposal of shor=term invesiments 25,007 1,502,467
{53,500) 1,372,157
Increase (decrease) in ¢cash resources {674,515) 222,924
Cash resources, beginninjg: of year 875,998 653,074
Cash resources, end of year 201,483 B75,908

The accompanying notes are an integral part of these consolidated financial statements.
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Spring Loaded Technology Incorporated

Notes to the Consolidated Financial Statements
For the year ended December 31, 2022

Incorporation and operations

Spring Loaded Technology Incorporated {the "Company”) was incorporated on Decamber 4, 2012, under the Canada
Business Corporations Act and on December 7, 2012, as an Extra-Provincial Corporation under the laws of the Province of
Nova Scotia. The Company is based in Dartmouth, Nova Scotia, and has designed knee bracing technology to enhance the
strength and power of the leg muscles. By augmenting leg strength, the Company's technology can be used in a wide range
of applications including mobility assistance, fatigue reduction, injury prevention, injury rehabilitation, and performance
management.

Significant accounting policies

The consolidated financial statements have been prepared in accordance with Canadian accounting standards for private
enterprises set out in Part 1l of the CPA Canada Handbook « Accounting, as issued by the Accountmg ‘Standards Board in
Canada and include the following significant accounting policies: N

Basis of consolidation )

-

The Company consolidates all subsidiaries. As such, assets, liabilities, revenues and expe"rises‘of all subsidiaries have
been consolidated and all inter-company transactions and balances have been eliminated The consolidated financial
statements include the following companies for the current and prior year:

. Spring Loaded Technology Incorporated, parent company of

oy

. Spring Loaded Technology US, Inc., a wholly owned subsadlary A%\,\J
Y,

Cash and cash equivalents

Cash and cash equivalents include balances with banks aﬁd\s‘ho'rt—t’erm investments with maturities of three months or less.
fnventory Y -

Raw materials inventory is measured at the lower of wéighted average cost and net realizable value. Net realizable value is
the estimated selling price in the ordinary course ‘of business, less any applicable variable selling costs or the estimated
replacement costs,

Finished goods, right to retumed productand rework inventory are measured at the lower of weighted average cost and net
realizable value. Materials consumption-is'tracked through a bill of materials in an inventory management system, verified
by monthly physical counts. Labour and applicable manufacturing cverhead is allocated to units produced in accordance
with productive operating hours ernployed in the year. Net realizable vaiue is the estimated selling price in the ordinary
course of business, less estimated costs of completion and seliing costs.

Property and equ:‘pmént'

Property and equipment are initially recorded at cost, net of related investment tax credits and the fair value adjustment for
zero-rated loans. Amortization is provided with the intention to amortize the cost of assets over their estimated useful lives
under the following methods:

Furniture and fixtures declining balance 20 %
Machinery and equipment declining balance 20%
Production molds declining balance 50 %
Computer equipment declining balance 55 %
Leasehold improvements straight-line  term of lease

In the year of acquisition, amortization is taken at one-half of the above rates.




Spring Loaded Technology Incorporated

Notes to the Consolidated Financial Statements
For the year ended December 31, 2022

Significant accounting policies (Confinued frem previous page)
Intangible assets
Specified intangible assets are recognized and reported apart from goodwill.

An intangible asset recegnized separately from goodwill and subject to amortization is recorded at cost and amortized using
the straight-line method at a rate intended tc amortize the cost of the intangible asset cver its estimated useful life as
follows.

Incorporation costs straight-line 5 years
Inteliectuzl property straight-line 5 years
Knee brace technology straight-line S years

In the year of acquisition, amortization is taken at one-half of the above rates.

Revenue recognition "

The Company reccgnizes the revenue of product sales when there is persuasive evidence of an arrangement, the products
are shipped in accordance with standard shipping terms of the customer, the customer assurmes ownership of the product
and all the related risks, the sales price is fixed or determinable, and collection is reasonably assured.

Government assistance

Non-repayable claims for assisiance under various government grant programs are recorded as a reduction of the cost of
related assets in the period in which eligible expenditures are incurred;with any amortization calculated on the net amount.
Non-repayable claims for government assistance under various government grant programs to cover non-capital items are
recorded as a reduction of the related expenses in the year in which eligible expenditures are incurred. All other government
assistance is included as other income when received. Y

VN

M
ﬂ&\ "

Yoyt

Income taxes

The Company accounts for income taxes using the future income taxes method. Under this method, future income tax
assets and liabilities are recorded based on temporary-differences between the carrying amount of balance sheet items and
their corresponding tax bases. In addition, the future benefits of income tax assets, including unused tax lesses, are
recognized, subject to a valuation allowance, to the extent that it is more likely than not that such future benefits will
ultimately be realized. Future income tax assets and liabilities are measured using substantively enacted tax rates and laws
expected to apply when the tax liabilities or assets are to be either settled or realized.

Measurement uncerfainty (use of estimates)

The preparation of consolidated financial statements in conformity with Canadian accounting standards for private
enterprises requires mariagement to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements, and the
reported amounts of revenues and expenses during the year.

Accounts receivable are stated after evaluation as to their collectability and an appropriate allowance for doubtful accounts
is provided where considered necessary.

Provisions are made for slow moving and obsclete inventory based on management's review of the aging of inventory and
related sales. Warranty and after sales service costs are estimated based upon prior history.

Amortization is based on the estimated useful lives of property and equipment and intangible assets with definite lives.

Non-interest bearing ioans are discounted using an interest rate equivalent to the market rate of similar debt which is
estimated to be 5%. Loan repayments based upon future annual gross revenues are estimated using the budget and
historical revenue growth year over year at the point in time when amounts can be estimated,

The amount of investment tax credits to be received is based upon management's assessment of qualifying expenditures.

The amounts disclosed relating to fair values of stock options issued are based on management's estimates of expected
stock price volatility, expected lives of the options, expected dividends to be paid by the Company, risk-free interest rates
and certain other assumptions.




Spring Loaded Technology Incorporated

Notes to the Consolidated Financial Statements
For the year ended December 31, 2022

Significant accounting policies (Continued from previous page)

Measurement uncertainty (use of estimatesj (Continued from previous page)

The calculation of future income tax is based on assumptions, which are subject to uncertainty as to timing and which tax
rates are expected to apply when temparary differences reverse. Future income tax recorded is also subject to uncertainty
regarding the magnitude of non-capital losses available for carryforward and the balances in various tax pools.

By their nature, these estimates are subject to measurement uncertainty, and the effect on the consolidated financial
statements from changes in such estimates in future years could be material. These estimates and assumptions are

reviewed periodically and, as adjustments become necessary they are reported in earnings (loss) in the year in which they
become known.

Financial instruments

The Company recognizes its financial instruments when the Gompany becomes party to the contractual provisions of the
financial instrument.

Arm’s length financial instruments - Ew.,.-'

Financial instruments originated/acquired or issued/assumed in an arm's length transacﬂon ("an'n s length financial
instruments”) are initially recorded at their fair value.

Atinitial recognition, the Company may imevecably elect to subsequently measure’any amm's length financial instrument at
fair value. The Company has not made such an election during the year.

The Company subsequently measures investments in equity instruments'quoted in an active market and all derivative
instruments, except those designated in a qualifying hedging relationship or that are linked to, and must be settled by
delivery of, unquoted equity instruments of another entity, at fair value. Fair value is determined by published price
quotations. Investments in equity instruments not quoted in-an.active market and derivatives that are linked to, and must be
settled by delivery of, unguoted equity instruments of another entity, are subsequently measured at cost less impairment.
With the exception of financial liabilities indexed to a measure of the Company's perfarmance or value of its equity and
those instruments designated at fair value, all other financial assets and liabilities are subsequently measured at amortized
cost.

Transaction costs and financing fees directly attnbutable to the origination, acquisition, issuance or assumption of financial
instruments subsequently measured at fair value are immediately recognized in net loss. Conversely, transaction costs and
financing fees are added to the carrying amount for those financial instruments subsequently measured at cost or amortized
cost.

Financial asset impairment

The Company assessesimpairment of all its financial assets measured at cost or amortized cost. The Company groups
assets for impairment testing when available information is not sufficient to permit identification of each individually impaired
financial asset in the group; there are numerous assets affected by the same factors, or no asset is individually significant.
Management considers whether the issuer is having significant financial difficulty or whether there has been a breach in
contract, such as a default or delinquency in interest or principal payments in determining whether objective evidence of
impairment exists. When there is an indication of impairment, the Company determines whether it has resulted in a
significant adverse change in the expected timing or amount of future cash flows during the year.

The Company reduces the carrying amount of any impaired financial assets to the highest of: the present value of cash
flows expecied tc be generated by holding the assets; the amount that could be realized by selling the assets at the balance
sheet date; and the amount expected to be realized by exercising any rights to collateral held against those assets.

Any impairmnent, which is not considered temporary, is included in current year net loss.

The Company reverses impairment losses on financial assets when there is a decrease in impairment and the decrease
can be objectively related to an event occurring after the impairment loss was recognized, The amount of the reversal is
recognized in net less in the year the reversal occurs.

Long-lived assets and discontinued operations

Long-lived assets held for use consists of property and equipment and intangible assets and are measured and amortized
as described in the applicable accounting policies.




Spring Loaded Technology Incorporated

Notes to the Consolidated Financial Statements
For the year ended December 31, 2022

Significant accounting policies (Continued fram previous page)

Long-lived assets and discontinued operations (Continued from previous page)

The Company performs impairment testing on long-lived assets held for use whenever events or changes in circumstances
indicate that the carrying amount of an asset, or group of assets, may not be recoverable. The carrying amount of a long-
lived asset is not recoverable if the carrying amount exceeds the sum of the undiscounted future cash flows from its use and
disposal. If the carrying amount is not recoverable, impairment is then measured as the amount by which the asset's
carrying amount exceeds its fair value, Fair value is measured using the market price of similar assets or discounted cash
flows. Any impairment is included in net loss for the year.

Foreign currency fransactions

These consclidated financial statements have been presented in Canadian dollars, the principal curréncy of the Company's
operations. -

Transaction amounts denominated in foreign currencies are translated into their Canadian doliarequivalents at exchange
rates prevailing at the transaction dates. Carrying values of monetary assets and liabilities reflect the exchange rates at the
balance sheet date. Gains and losses on translation or settlement are included in the determination of net loss for the
current year.

o

Stock-based compensation - ;\‘E._Q_'

The Company grants common stock options to its employees and officers under its stock option plan.
The Company uses the fair value method to account for all stock-based payments.

The fair value of stock options granted is estimated on the date ofthe grant using the Black-Scholes option pricing model,
taking into account ameunts that are believed to approximate the'expected volatility of the value of the Company's stock,
the expected lives of the awards of stock-based compensation, the exercise price and current price of the Company’s
underlying stock and the risk-free interest rate, as determined at the grant date. The associated compensation cost is
recognized directly in net loss over the vesting period'with a corresponding credit to contributed surplus. When stock
options are exercised, the consideration paid by:employees and officers and the related contributed surplus are recorded in
share capital.

Internally generated intangible assets ~research and development costs
The Company expenses all research and development costs as they are incurred.

The Company is entitled to Canadtan federal and provincial investment tax credits, which are earned as a percentage of
eligible research and development expenditures incurred in each taxation year. Investment tax credits relating to current
eligible research and development expenditures are included in net loss, recorded as other income. Investment tax credits
related to the acquisition’ of property and equipment are recorded as a reduction of the related asset with any amortization
calculated on thé net amount. Investment tax credits are accrued when the Company has made the gualifying expenditures,
provided there is:reasonable assurance that the credits will be realized. In the event that the Canada Revenue Agency has
an alternative interpretation of qualifying amounts, the difference would be applied to the non-capital loss carry forward
balance.

Short-term investments

At the end of the year, the Company held the following short-term investments as follows:

2022 2021
TD Guaranteed Investment Certificate, bearing interest at 2% and maturing in June 2023. 25,000 -
TD Guaranteed Investment Certificate, bearing interest at 0.05% and matured in June - 25,007
2022.
25,000 25,007

As at December 31, 2022, the short-term investments include $nil (2021 - $nil) of accrued inferest.




Spring Loaded Technology Incorporated

Notes to the Consolidated Financial Statements
For the year ended December 31, 2022

Accounts receivable

2022 2021
Trade receivables 131,127 580,958
HST receivable 36,301 47,770
Govemment assistance receivable 47,760 108,408
Other 1,183 38,713
216,371 775,849
Allowance for doubtfui accounts - {223,152)
216,371 552,697
Inventory 2
e Moy
Y 2022 2021
Rework "o 3,153 3,153
Finished goods ._ - 26,672 178,284
Raw materials LYY 144,600 122,236
Right to returned product ; 6,118 12,276
180,543 316,949

The cost of inventories recognized as an expense and inciided: ih—c:i:\st of sales amounted to $457,801 (2021 - $466,727).

Investment tax credits "

2022 2021
Scientific Research & Experimental Development (SR&ED) Credits 155,969 368,475
Manufacturing and processing investment tax credits 20,893 21,008
= 176,662 389,481

Property and equipment

2022 2021

Accumulated Net book Net book

Cost amortization value value
Furniture and fixtures 28,382 20,448 7,934 9,917
Machinery and equipment 523,660 408,720 114,940 154,277
Production molds 139,121 129,603 9,518 15,254
Computer equipment 93,112 88,384 4,728 5,329
Leasehold improvements 185,414 184,796 618 3,040
969,689 831,951 137,738 187,817




Spring Loaded Technology Incorporated

Notes to the Consolidated Financial Statements
For the year ended December 31, 2022

8.

10.

Property and equipment (Continued from previous page)

Equipment is net of the fair market value adjustment on interest free loans of $73,574 {2021 - $77,833).

Equipment cost

A portion of the funds received from the Atlantic Innovation Fund loan (see note 11) were to be used to purchase machinery
and egquipment, As a result, a portion of the fair value adjustment was netted against the cost of machinery and equipment.
At December 31, 2022, the cost of machinery and equipment has been reduced by $123,505 (2021 - $109,372), This fair
value adjustment is amortized at 20%. At December 31, 2022, the accumulated amortization relating to the fair value
adjustment is $48,931 (2021 - $31,538). The fair value adjustment increased by $14,133 (2021 - $48,972) and the
amortization of the fair value adjustment is $18,393 (2021 - $19,458) which are non-cash transactions.

Intangible assets

;2022 2021
Accumulated Nef book Net book
Cost amortization (:'3 " value value
Incorporation costs 3,547 2,483 » 1,064 1,774
Intellectual property 423,094 321,944 101,150 140,245
Knee brace technology 91,209 88,284 2,925 14,221
517,850~ . 412,711 105,139 156,240
N
Future income taxes ™
N
The Company's future income tax asset consists of the following:
P
\‘ ¥ 2022 2021
Future income tax benefit relating to temporary differences 73,601 53,324
Future income tax benefit from recognition of loss carryforwards 1,385,580 1,130,358
Future income tax benefit fromthe pool of deductible SR&ED expenditures 46,319 59,818
Future income tax asset 1,505,500 1,243,500
!
Accounts payable and accrued liabilities
2022 2021
Trade accounts payable 246,947 154,568
Accrued liabilities 162,246 131,884
Warranty liability 26,578 28,485
Vacation pay payable 23,843 28,993
459 614 343,930
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For the year ended December 31, 2022

11.

Long-term debt
2022

Business Development Bank of Canada ("BDC") term loan, secured by a general security

agreement, personal guarantees from two majority shareholders limited to 15% of the

outstanding loan balance and specific equipment with a net book value of $22,015. The

term loan is repayable in monthly principal payments of $685 until July 2023, plus interest

at BOC's floating base rate per annum. Subsequent to year end, the balance was repaid in

full. (See note 18) 4,795

BDC term loan, secured by a general security agreement and specific equipment with a

net book value of $64,104. The term loan is repayable in monthly principal payments of

$486 until December 2027 plus interest at BDC's floating base rate per annum, R W

Subsequent to year end, the balance was repaid in full. (See note 18) Zon 29 131
P %

Canada Emergency Business Account ("CEBA") loan. No interest applies until January 1, ~ ../

2024. Commencing on January 1, 2024, interest will acerue on the balance of the term

loan &t the rate of 5% per annum, payable manthly. Loan forgiveness of 33.3% will apply.if

65.7% of maximum loan balance is repaid by December 31, 2023. In 2020, the Company

received $60,000 and the forgivable portion of $20.000 has been recorded as | income in

that year. 16,991

Atlantic Canada Opportunities Agency ("ACOA") repayable contribution, unsecured, non-

interest bearing and repayable in monthly principal payments of $250:until April 2024,

$3,935 until October 2026, then manthly principal payments of-$11,950 until January 2028

and a final payment of $8,347 in February 2028. (Refer to note 15) 309,647
Less: accreted interest %N (54,102)
ACOA repayable contribution, unsecured, non-interest bearing, repayable in monthly

principal payments of $250 until April 2024; then monthly principal repayments of $3,837

until February 2028, then monthly principal'payments of $4,020 until October 2029, then

monthly principal payments of $11,580 until October 2030, and then monthly principal

payments of $21,523 for November 2030 and $21,525 for December 2030. 440,914

Less; accreted interest ' (104,323)

ACOA repayable contribution, unsecured, non-interest bearing, repayable in monthly
principal payments ‘of $250 untll April 2024, then monthly principal payments of $5,000
until February 2027, then monthly principal payments of $15,100 until May 2028. 412,237

Less: accreted interest {75,212)

ACOA Atlantic Innovation Fund contribution, unsecured, non-interest bearing, repayable in

annual principal payments commencing September 2023 equal to 5% of gross revenue for

fiscal years with revenue under $10,000,000 or 10% of gross revenue for fiscal years with

revenue over $10,000,000 until the contribution is repaid in full. The Company is required

to maintain covenants as noted below. 2,438,967

Less: accreted interest (778,884)
ACOA repayable contribution, unsecured, non-interest bearing, repayable in monthly

principal payments of $1,000 commencing March 2024 and then a final principal payment

of $5,000 in February 2032, 100,000

Less: accreted interest (26,847)

2021

13,015

34,863

16,991

316,332

(48,320)

447 501

(92,749)

419,987

(66,578)

2,438,867

(741,465)

90,000

(24,300)

10
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Long-term debt (Continued from previous page)

2022 2021
ACOA repayable contribution, unsecured, non-interest bearing, repayable in annual
principal payments commencing September 2024 equal to 5% of gross revenue for fiscal
years with revenue under $10,000,000 or 10% of gross revenue for fiscal years with
revenue over $10,000,000 until the contribution is repaid in full. The Company is required
to maintain covenants as noted below. 500,000 -
Less: accreted interest {87,193) =

3126121 2,804,344

Less: current portion of long-term debt 39,917 480,633

2 03,066,204 2,323,711

Principal repayments on long-term debt in each of the next five years and thereafterare estimated as follows:

A
—m
H . i

2023 N 59.917
2024 by o 670,004
2025 R 350,905
2026 A 384,063
2027 Toah S 583,922
Thereafter B nel? 2,203,871

4,252,682

The Company is required to maintain equfty,at ;Ievel that is acceptable to ACOA. The Company was onside with the
minimum equity level requirement. .

The long-term debt that is ncn-mterest‘bearing has been discounted using an interest rate of 5% which is equivalent to the
rmarket rate.

The Company is not authorized to make any corporate distributions unless otherwise approved by ACOA. During the year,
no distributions were made.

Convertible debentures

2022 2021

Invest Nova Scotia (formally Nova Scotia Innovation Corporation) unsecured convertible

debenture, bearing interest at 5.00%, and includes accumulated interest accretion of

$95,773 (2021 - $69,503). The conversion option was set to expire in July 2023, but,

subsequent to year end, has been extended to July 2024, See note below for details of the

convertible debenture. 525,793 499,524

Consortium MedTeq (MedTeq) unsecured convertible debenture, bearing interest at 5.00%,

including accumulated interest aceretion of $41,590 (2021 - $28,831). The conversion

option was set to expire in March, 2023, but, subsequent to year end, has been extended to

July 2024. See note below for details of the convertible debenture. 241,599 229,841

i
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12.

Convertible debentures (Continued from previous page)

BDC Capital Inc. converlible debenture, bearing interest at 10.00%. including accumulated

interest accretion of $390,625 (2021 - $218,750), net of unamoertized transaction costs of

$3,183 (2021 - $12,852). The conversion opticn was set to expire in July 2023, but,

subsequent to year end, has been extended to July 2024. Secured by a general security

agreement. See note below for details of the convertible debenture. 1,887,511 1,705,967

Consortium MedTeq (MedTeq) convertible debenture, bearing interest at 10.00%, including
accumnulated accretion of $65,104 (2021 - $36,458), net of unamortized transaction costs of
$1,159 (2021 - $4,680). The conversion option was set to expire in July 2023, but,
subsequent to year end, has been extended to July 2024, Secured by a general security

agreement. See note below for details of the convertible debenture., 313,956 281,789
Atlantic Canada Regional Venture Fund Limited Partnership (Build Ventures), Invest Nova R

Scotia, and Wilsang Corporation canvertible debenture, bearing interest at 10.00%,

including accumulated accretion of $292,312 (2021 - $150,283), net of unamortized N,

transaction costs of $6,215 (2021 - $16,151), The conversion option was set to expire in » %
October 2023, but, subsequent to year end, has been extended to July 2024. Securedby-a
general security agreement. See note below for details of the convertible debenture. 1,556,154 1,404,188

4,525,013 4,121,310

Invest Nova Scotia (formally Nova Scotia Innovation Corporation)

Invest Nova Scotia unsecured convertible debenture of $525,793'(2021 - $499,524) is convertible at the option of Invest
Nova Scotia upon the closing of any equity investment in the capital of the Campany by a third party or parties for an
aggregate purchase price of $3,000,000 or greater. Invest'Nova Scotia may convert the debenture to shares of the
Company at a price equal to 80% of the lesser of the price per shares issued in the qualified investment and the price
obtained by dividing $25 million by the number of shares outstanding on a fully-diluted basis at the time of the conversion.

If there is a consummaticn or consolidation of the Company with or into another entity, an acquisition or the closing of the
sale, transfer or other disposition, in a single transaction or series of related transactions, of all the Company's assets, then
Invest Nova Scotia may be repaid in full, may stay as is or may be converted at a price equal to 80% of the lesser of the
purchase price and the price obtained by dividing $25 million by the number of shares outstanding on a fully-diluted basis at
the time of conversion. Invest Nova Scotia may also convert, at its option, the debenture at any time prior to the maturity
date at a price equal to 80% of the price obtained by dividing the $25 million by the number of shares outstanding cn a fully-
diluted basis at the date of exercise.

Consortium MedTeq (hﬁedTeq)

MedTeq unsecured.convertible debenture of $241,539 (2021 - $229,841). MedTeq has the option to convert the debenture
if there is a qualified investment whereby there is a closing of an equity investment in the capital of the Company by a third
party or parties for an aggregate purchase price of $3,000,000 or greater. If there is a consummation of a merger or
consolidation of the Company with or into another entity, an acquisition or the dlosing of the sale, transfer or other
disposition, in a single transaction or series of related transactions, of all the Company's assets, then MedTeq may be
repaid in full, may stay as is or may be converted into the number of conversion shares, and MedTeq at its option, may
convert the debenture at any time prior to the maturity date. Under these scenarios, the debenture is converted into the
conversion shares by taking the aggregate outstanding indebtedness on the date of conversion by the conversion price
which is 80% of the lesser of the price per share of the shares issued to investors in the qualified investment and the price
obtained by dividing $2& million by the number of shares of the Company outstanding on a fully-diluted basis at the time of
conversion. In the event of insolvency or bankruptcy, MedTeq may, at its sole discretion, elect to convert the debenture,
when the number of conversion shares into which the amounts due under this debenture shall be converted using the
quotient obtained by dividing the aggregate outstanding indebtedness on the date of cenversion by the conversion price.

12



Spring Loaded Technology Incorporated

Notes to the Consolidated Financial Statements
For the year ended December 31, 2022

12,

13.

Convertible debentures (Confinued from previous page)

Debentures issued in 2020

The debentures issued in 2020 ("the group") are made up of multiple investors that have similar terms and conditions per
the agreements. The investors include BDC Capital Inc., Consortium MedTeqg (MedTeg), Invest Nova Scotia, Atlantic
Canada Regional Venture Fund Limited Partnership and Wilsang Corporation.

The group's unsecured convertible debentures include BDC Capital Inc. debentures of $1,887,511 (2021 - $1,705,967),
MedTeq debentures of $313,856 (2021 - $281,789) and Atlantic Canada Regional Venture Fund Limited Partnership (Build
Ventures), Invest Nova Scotia, and Wilsang Corporation convertible debentures of 1,556,154 (2021 - $1,404,189).

The group's unsecured convertible debentures have the option fo extend the initial term by a pericd of up to twelve months.
With the exception of BDC Capital Inc., the remaining group has an additional condition with the option to extend the term
up to three separate occasions, with each extension consisting of a period of up to twelve months. The Company will repay
the principal and interest on the earliest of the end of the term, the date the Company completes a sale transaction, the date
the Company undergoes a dissolution event, the date the Company completes a qualified financing event or the date
following an event of default. Payments by the Company under these debentures will be allocated first, to any amounts
relating to costs of collection under concurrent debentures, secend, to any outstanding interest and third, to the outstanding
principal. )

To the extent that the debenture has not been repaid pursuant to the terms of the ‘agreemient, the outstanding principal of
the debenture is convertible, in whole or in part, at the option of the holder at-any time following the initial term, into the
highest ranking equity securities of the Company outstanding as of the date ol the notice of conversion at a price equal to
the lower of $0.30 per share and the price per share of the Company paid-to the Company for such securities at the last
external financing. If the holder converts the outstanding principal of this debenture at its option, then all interest shall be
waived and shall not be payable by the Company.

Upon a qualified financing event, the debenture will be automatically converted {with the exception of BDC Capital Inc.
where the holder shall be entitled to convert the debenture) including both principal and interest, into the type of securities
issued pursuant to the qualified financing event in an-amount equal to the quotient obtained by dividing the total outstanding
principal and interest by the lower of the price per'share at which the Company offers its securities in connection with such
quzlified financing event, less a discount of 15%, ‘and the pre-money price per share of the Company assuming a 325
million pre-money valuation. .
Upon a sale transaction, the holder shall be’entitied to convert the debenture, including principal and interest outstanding,
intc common shares of the Company edual to the guotient obtained by dividing the aggregate outstanding principat amount
due on this debenture and unpaid.interest accrued, by the lower of the price per common share paid by the acquirer upon
the sale transaction, less a’discount of 15%, and the pre-money price per common share of the Company assuming a $25
million pre-money valuation.

In the event of a dissolution event, the outstanding principal and interest shall become due and payable to the holder.

Share capital
2022 2021
Issued
24,229,886 Common shares without nominal or par value 1,418,781 1418,781
21,679,673 Voting preferred shares, convertible at the option of the holder,
ranking pari passu for dividends with common shares, ranking
above common shares on dissolution 5,371,264 5,371,264

6,790,045 B,790,045
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14.

Stock-based compensation

The Company has an employee stock option plan (the "plan™). The purpose of the plan is to advance the interests of the
Company by encouraging these individuals to acquire shares in the Company and thereby remain associated with, and
seek to maximize the value of the Company. The general terms of award under the plan provide that options in the common
stock of the Company are granted to employees and directors for their service. When granted, these options vest over
periods ranging frorn 4 to 10 years and expire after a maximum of 10 years. 16,065,611 common shares have been
authorized for grant under the terms of this plan. The exercise price of each option equals the estimated market price of the
Company's stock on the date of the grant.

In the event of termination, the options may be exercised at the eariier of:

a) the termination of the option; )

b) 80 days from the event of termination: LN
c) one year from the date of death; or 9N g
i

d) two years from the date of the event of termination without just cause. L AT

Options not vested at the date of termination, or if terminated with just cause, will expire at the aatel of termination,
During the year, 1,191,250 (2021 - 7,950,040) stock options with a term of 10 years {20_21‘ -10 years) were granted to

employees. The fair value of these stock options has been estimated using the BIack-Scholes valuation model and the
following weighted average assumptions:

.
T 2022 2021
\ﬁ %%‘_ 5
Risk-free interest rate f>. ¥ 149 % 1.74 %
2, i

Expected volatility h\\\, 118.36 % 118.07 %

Expected dividend yield r 0.00 % 0.00 %

Expected life (years) LI 10.00 10.00

Chptions outstanding at December 31, 2022 arebompnsed of the following:

| Ea
s 2022 2021
._.'-1-,,,,

Range of exercise prices Number of  Weighted Range of Number of Weighted Range of
. options average remaining options average remaining
ey exercise contractual exercise  contractual

e price lives price lives
e # § Years # $ Years

Qutstanding - beginning of 11,091,590 0.18 2.29-9.89 5,810,380 017 3.29-9.10

year

Granted 1,191,250 0.20 8.01 -9.01 7,950,040 0.20 9.01-9.89

Exercised - - (50,000} 0.20

Forfeited/Expired {1,598,349) 014 1.29 - 8,89 (2,618,830} 0.20 4.05-8.10

Outstanding, end of year 10,684,491 0.19 11,081,580 0.18

During the year, compensation cost of $573,760 (2021 — $318,011) was recognized in net loss, and was credited to
confributed surplus. A total of 2,032,736 (2021 - 1,189,021) share options were vested in accordance with the terms of
employee stock option agreements during the year.

Subsequent to year end, there were four employees who terminated employment. At the time of their respective termination,
a total of 116,950 options were vested of which, none have been subsequently exercised. 183,050 unvested options have
been forfeited subsequent to year end.

14
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15.

Government assistance

Atlantic Canada Opportunities Agency (ACOA)

During the year, the Company received non-repayable funding from ACOA totaling $22,575 (2021 - $nil) of which $22,575

(2021 - $nil) has been allocated against salaries and benefits. The maximum funding available under this project during the
term between April 2020 to April 2022 is $50,000. Any breach of the agreement would require the Company to repay all or

part of the contribution including interest.

During the year, the Company entered into a repayable funding agreement with ACOA and established a project under the
Business Development Program. The maximum funding available under this project is $500,000 and the Company has
obtained the full funding. See note 11 for details on this loan from ACOA,

In 2021, the Company entered into a repayable funding agreement with ACOA and established a project under the
Business Development Program . The Company received funding of $10,000 (2021 - $80,000). The maximum funding
available under this project during the term between October 2021 to March 2023 is $100,000 and the Company has
obtained the full funding. See note 11 for details on this loan from ACOA.

I

Co-op Education Incentive Program ‘*

During the year, the Company received non-repayable funding from the Co-op Edqcation"‘!ncentive Program totaling $6,400
{2021 - $nil) which has been allocated against salaries and benefits. The maxirmum:finding available under this project
during the term between April 2022 to August 2022 was $6,400. !

WILWorks Student Work Placement Program ’:}7 -

During the year, the Company received non-repayable funding _f'rb‘rh‘the WILWorks Student Work Placement Program
totaling $8,475 (2021 - $nil) which has been allocated against saldries and benefits. The maximum funding available under
this project during the term between January 2022 to April.2022 was $8,475.

Graduate to Opportunity Program

During the year, the Company received non-repa}",rable funding from the Graduate to Opportunity Program totaling $nil (2021
- $18,037) which has been allocated against salaries and benefits. The maximum funding available under these projects
during the terms between March 2016 to. August 2022 was $82,750.

Industrial Research Assistance Program (IRAP)

During the year, the Company redeived non-repayable funding from Industrial Research Assistance Program (IRAP) totaling
$250,291 (2021 - $78,349)-cfwhich $250,291 has been allocated against salaries and benefits. The maximum funding
available under these projects during the terms between Decemnber 2020 to March 2023 is $575,848. At year end, there is
$47,760 (2021 - $19,915). n accounts receivable related to these projects. Any breach of the agreement would reguire the
Company te repay all or part of the contribution including interest.

Invest Nova Scofia (formally Nova Scotia Innovation Corporation)

During the year, the Company received nan-repayable funding from Invest Nova Scotia - Expert Advice Program totaling
$nil (2021 - $7,354) which has been allocated against professional fee expense. The maximum funding available under
these projects during the terms between July 2019 to March 2021 was $86,560.

Canada Emergency Wage Subsidy (CEWS)

In response to the negative economic impact of COVID-19, the Government of Canada announced the Canada Emergency
Wage Subsidy (CEWS) program in April 2020. CEWS is a wage subsidy on eligible remuneration, subject to limits per
employee, to eligible employers based on certain criteria, including demonstration of revenue declines as a result of COVID-
18. The qualificaticn and application of the CEWS is being assessed over multiple four-week application period segments.

The CEWS program ended in October 2021. The Company has recognized $85,144 of wage subsidies in the pricr year
which has been allocated against salaries and benefits and is included in government assistance receivable at December
31, 2021.
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15.

16.

17.

Government assistance (Continued from previous page)

Canada Emergency Rent Subsidy (CERS)

In response fo the negative economic impact of COVID-19, the Government of Canada announced the Canada Emergency
Rent Subsidy (CERS) program in November 2020. CERS is a rent subsidy on eligible remuneration, subject to limits based
on certain criteria, including demonstration of revenue declines as a result of COVID-19, The qualification and application of
the CERS is being assessed over multiple four-week application period segments. The CERS program ended in October
2021.

The Company has recognized $3,348 of rent subsidies in the prior year which has been allocated against rent and is
included in government assistance receivable at December 31, 2021,

Commitments X

B
The Company has entered into a lease agreement for its office and manufacturing facilities, witheStiHated minimum annual
payments as follows: L%

-5
o -
K

2023 84500, °
2024 87,035
2025 89646
2026 : 30.778
291,959
PR

Financial instruments Ty
= &

The Company, as part of its operations, carries a number of financial instruments. It is management's opinion that the
Company is not exposed fo significant interest, currency, credit, fiquidity or other price risks arising from these financial
instruments except as otherwise disclosed, -

Credit concentration

Credit risk arises from cash and cash equivalents, short-term investments, and amounts receivable. The Company invests
excess cash in highly liquid temporary;investments of Schedule 1 Canadian Banks. The credit risk of cash and cash
equivalents and short-term, investments is limited because the counter-parties are banks with high credit-ratings assigned
by international credit-rating agencies.

if required, the balance of receivables is shown net of allowances for bad debts, estimated by management based on prior
experience and their assessment of the current economic environment. The Company believes this credit risk is minimized
due to its large and diverse customer base. A provision for impairment of accounts receivable is established when there is
objective evidence that the Company will not be able to collect all amounts due.

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. The Company enters into transactions to purchase materials and sell finished goods
denominated in U.S. currency for which the related revenues, expenses, accounts receivable and accounts payable
halances are subject to exchange rate fluctuations. As at December 31, 2022, the following items are denominated in U.S.
currency and were translated into Canadian dollars at a closing rate of 1.35 (2021 -~ 1.27):

2022 2021

CADS CADS
Cash 150,430 444 618
Accounts receivable 8,423 515,997
Allowance for doubtful accounts - (223,152)
Accounts payable (41,600) {48,605)
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17.

18.

Financial instruments (Continued from previous page)

The foreign exchange gain (loss) is $12,160 for the year ended December 31, 2022 (2021 - $1,301). If the foreign exchange
had been 1% higher or lower, with all other variables held constant, it would not have resulted in a material impact on the
consolidated financial statements,

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with financial liabilities.
The Company enters into transacticns to purchase geods and services on credit and borrows funds from financial
institutions or other creditors, for which repayment is required at various maturity dates.

The Company has positive working capital available to meet obligations as they come due. The Company depends on cash
inflow from issuing new shares and securing funding to fund its operations sufficiently to meet its obligations. Payments for
the converiible debentures due in fiscal 2023 have been postponed until fiscal 2024,

LW
s

Subsequent event

Subsequent to the date of the financial statements, the Company disposed of assets that were no longer required within the
manufacturing process. The assets had a net book value of $132,461 and were sold'at a-gain of $27,532.

{ B
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Spring Loaded Technology Incorporated
Schedule 1 - Consolidated Schedule of Selling and Other Direct Expenses
For the year ended December 31, 2022

2022 2021
Selling and Other Direct Expenses

Marketing and promaotion 257,455 561,416

Travel - selling and other direct expenses 94,628 -
Dues, fees and licences 78,359 97,867
Training 10,338 1,875
Equipment 13,824 5,729
454,604 666,587
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Spring Loaded Technology Incorporated

Schedule 2 - Consolidated Schedule of General and Administration Expenses
For the year ended December 31, 2022

2022 2021
General and Administration Expenses

Bad debts 272,014 83,212
Communications 13,360 19,264
Data processing 11,975 11,175
insurance 35,730 28,441
Interest and bank charges 38,165 38,141
Office 18,606 16,857
Professional fees (Note 15) 165,132 110,855
Rent 105,382 121,962
Repairs and maintenance 17,388 14,412
Research and deveiopment 88,103 119,865
Salaries and benefits {Nofe 75} 1,353,206 1,497,107
Travel 42,075 34,680
Utilities =, 16,157 16,251

2,082,222

L 247,204
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Independent Practitioner’s Review Engagement Report

To the Shzreholders of Spring Loaded Technclogy Incorperated:

We have reviewed the accompanying consolidated financial statements cf Spring Loaded Technology Incorporated @
that comprise the consolidated balance sheet as at December 31, 2023, and the consolidated statements of loss and

deficit, cash flows and the related scheduies for the year then ended, and a summary of significant accounting @

policies and other explanatory information.

Management's Responsibility for the Consolidated Financial Statements

Management is resporisible for the preparation and fair presentation of these consolidated finanfflstat ts in
accordance with Canadian accounting standards for private enterprises, and for such internal contrpids Triahagement
determines is necessary to enable the preparation of consolidated financial statements that g0z free\from materiat
misstatement, whether due to fraud or esror, K

Practitioner's Responsibility @(&)
cual statements based on our

‘%. standards for review

Our respensibility is to express a conclusion on the accompanying conselida
review. We conducted our review in accordance with Canadian gererally
engagements, which require us to comply with refevant ethical requiresién

A review of consofidated financial statements in accordance witl
engagements is a limited assurance engagement. The practit erfarms procedures, primarily consisting of
making inquiries of management and others within the ent ropriate, and applying analytical procedures,

and evaluates the evidence obtained. Q
The procedures performed in a review are sub i in extent than, and vary in nature from, those performed

in an audit conducted in accordance with Canadia erally accepted auditing standards. Accordingly, we do not
express an audit opinion on these consolidagéd financial staternents.

O

e 1o our attention that causes us to believe that the consolidated financial

f1 all material respects, the financial position of Spring Loaded Technology

1, 2023, and the results of its operations and its cash flows for the year then ended in
accounting standards for private enterprises.

@n generally accepted standards for review

Conclusion

Based on our review, nothing has
statements do not prasent fair}
Incorporated as at O o)
accordance with C

will c a going concern. We draw attention to Note 1in the consolidated financial statements which

the convertible debentures that mature in July 2024 have not been renegotiated as of the date of this
These events or conditions along with other matters, indicate that a material uncertainty exists that may cast
on the Company's ability to continue as a going concern. Our conelusion is not modified in respect of this

o er.

\ Dartmouth, Nova Scotia

Chartered Professional Accountants



Spring Loaded Technology Incorporated
Consolidated Balance Sheet

As at December 31, 2023

2023 2022
Assets
Current
Cash 58,415 201.4
Short-term investments (Nole 4) 25,000
Accounts receivable (Note 5) 208,172 4 71
Inventory (Note 6) 142,788 R/543
Investment tax credits recoverable (Note 7) 144,402 76,662
Prepaids 48317 () V41,528
52 841,587
Property and equipment (Note 8) 1680 137,738
Intangible assets (Note 9) ,& 5,449 105,139
Future income taxes (Note 10) w T2 - 1,505,500
& (\\ 754,603 2,589,964
S
Liabilities N
Current
Accounts payable and accrued liabilties (Nofe 11) 354,737 459,613
Short-term loan (Note 712) 47,106 -
Deposit on share subscriptions @ 32,750 32,750
Current portion of long-term debt (Note 713) << 11,500 59,917
Do
@ 446,093 552,280
Long-term debt (Note 13) @ 3,216,525 3,066,204
Convertible debentures (Noie 74) % 4,951,634 4,525,013
=
{d 8,614,252 B,143,497
@)
Commitments (Nole 19)
Going concern (Note 1)
Shareholders' {Defici
Share capital {Note 75) 6,790,045 6,790,045
Contributed surplus ( 2,103,606 1,787,218
Deficit QQ @ (16,753,300)  (14,130,7986)
<< \\\5 {7,859,649) {5,553,533)
\//
754,603 2,589,964

N\
A@@ hehalf of the Board of Directors
< \

Diréctor Director

The accompanying notes are an integral part of these consolidated financial stafements.
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Spring Loaded Technology Incorporated

Consolidated Statement of Loss and Deficit
For the year ended December 31, 2023

2023 2022

Revenue (Nofe 17) 1,748,725 1,387,998 \
Direct Costs @
Purchases (Note 6} 496,967 3
Freight in and duty 80,947 93
Direct fabour 120,006 08
Other direct costs 15,241 14,456
Inventory write-off 11 149;*@ 05,231

7 1 794,905

Gross profit % 593,093

Seliing and Qther Direct Expenses (Schedufe 1) ‘>§3 615 454,604

General and Administration Expenses (Scheduie 2) &1 165,662 2,206,929
Amortization Expenses

Amortization of transaction costs 10,557 23,126

Amortization of property and equipment 23,894 83,212

Amortization of intangible assets RN, 49,822 95,735
Loss from operations @U (419,135)  (2,250,513)
Other income {expense)

SR&ED Tax credits 126,109 156,659

CEBA forgivable loan adjustment {20,000) -
Imputed interest on interest free loans (155,900) {147,148)
Empioyee stock based compensation {Nofe 16) %

Fair value adjustments related to imputed interest & 31,069 286,162
Gain on disposal of property and equipment @ 73,263 -

(316,388) (573,760)
Interest on convertible debentures {416,064) {380,577)

Interest on long-term debt {7,034) (2,573)
Foreign exchange gain (loss) (13,602} 12,160
Interest income €78 829
Amortization of imputed interest on prg@y uipment - 18,392

(697,869) {629,853}

Loss before income tax {1,117,004) (2,880,366)

Future income tax {recoverii,(f 10) 1,505,500 {262,000)

Net loss (2,622,504) (2,618,3686)

Deficit, beginning of ¥ {14,130,796) (11,512,430)

Deficit, end @ {16,763,300)  (14.130,796)
\/

&

The accompanying notes are an integral part of these consolidated financial statements.
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Spring Loaded Technology Incorporated

Consolidated Statement of Cash Flows
For the year ended December 31, 2023

2023 2022

Cash provided by (used for) the following activities

Operating activities @
Net luss (2,622,504) (2,618,3
Amortization of transaction ¢osts 10,557
Armartization of property and equipment 23,894 ‘:2
Amortization of intangible assets 49,822,
Fair market value adjusiment on interest free loans {31,069)

Amortization of discounting on property and equipment (18,393}
Interest accrued on convertible debentures 380,577

86, 162)
Imputed interest on interest free loans 155, SOQ 47,146

Employee stock based compensation 573,760
Future income taxes (262, 000)
Gain on disposal of property and equipment
CERBA forgivabie loan adjustment &Q 0,000 -
NS
@ (228,711) (1,801,365}
Change in working capital accounts
Accounts receivable 8,199 336,047
Inventory 37,755 136,406
Prepaids @ (6,789} 27,887
Investment tax credits recoverable 32,260 212,819
Accounts payable and accrued liabilities {104,878} 139,661
Deferred revenue £ - (23,698)

(262,964)  (1.072,243)

{.S "
Financeing activities O

Advances of long-term debt @ - 510,000
Repayments of long-term debt % (42,926) (35,074)
£

Advances of short-term debt 172,106 -
Repayments of short-term debt (125,000) (23,698)
. f—\\x 4,180 451,228
)
Investing activities U
Purchases of property and equipment, of investment tax credits of $Nil (2022 - $629) {4,952) {8,872)

Proceeds on disposal of property and, ggutgment 160,000

Purchases of intangible assets (40,132} {44,635)
Purchase of short-temm in (25,000) (25,000)
Proceeds on disposal of 1 investments 25,000 25,007

- /j\\,\ 114,916 (53,500)

(
Decrease in @rces {143,068) (674,515)

Cash respurc inning of year 201,483 875,998
Caslu_eﬁp&gs, end of year 58,415 201,483

o &
oS

The accompanying notes are an integral part of these consolidated financial statements.
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Spring Loaded Technology Incorporated

Notes to the Consolidated Financial Statements
For the year ended December 31, 2023

1.

2,

3.

Going concern \

These consolidated financial statements have been prepared on a going concern basis, which presumes that the compa Cy
will continue in operation for the foreseeable future and will be able to realize assets and discharge liabilities in the ordinaky

2024. As of the report date, the Company has not sought an additional extension on the expiry date of the
Company intends to begin an equity raise in 2024 and would like to see the debentures converted as pa
raise. At December 31, 2023, the convertible debentures account for $4,951,634 of total liabilities. T
experienced losses from operations and a valuation allowance has been recognized to the exte ™
likely than not that the future tax assets will be realized. As a result, these events and condifions
on the Company's ability to continue as a going concern and therefore, the Company may be una
and discharge its fiabilities in the normal course of operations.

course of business.
In 2023, the Company obtained an extension on its convertible debentures to extend the maturity from July 202%;@

g {0 realize its assets

To remain a going concem, the Company intends to increase sales and gross margios @ ce expenditures and
continue to receive the support from its shareholders, convertible debenture holde a@ggers.

Management believes the going concern assumption is appropriate for these i d financial statements because
forecasted cash flows from operations are sufficient to cover operating costs, uled long-term debt repayments for
the upcoming year and support continues from the convertible debenture nd lenders. If the Company were unable
to continue its operations, adjustments to the carrying amounts and c%on of assets and liabilities would be

necessary. @
incorporation and operations &
Spring Loaded Technelogy Incomorated (the "Comp
Business Corporations Act and on December 7, 2
Nova Scotia. The Company is based in Dartmoutf; otia, and has designed knee bracing technology to enhance the
strength and power of the leg muscles. By augm 2 strength, the Company's technology can be used in a wide range
of applications including mobility assistance, @u ction, injury prevention, injury rehabilitation, and performance

management.

ave been prepared in accordance with Canadian accounting standards for private
PA’Canada Handbook - Accounting, as issued by the Accounting Standards Board in
significant accounting policies:

Significant accounting policles

The consolidated financial stateme
enterprises set out in Part [l of th
Canada and include the followj

Basis of consolidati

The Company con ated all subsidianies. As such, assets, llabilities, revenues and expenses of all subsidiares have
been consolidaégﬁ t@} inter-company transactions and balances have been eliminated. The consolidated financial
statementsine ég following companies for the current and prior year:

Spring Loay Jechnelogy Incorporated, parent company

i aded Technology US, Inc., a wholly owned subsidiary

S
d cash equivalents
0\ Cash and cash equivalents include balances with banks and short-term investments with maturities of three months or less.

Inventory

Raw materials inventory is measured at the lower of weighted average cost and net realizable value. Net realizable value is
the estimated selling price in the ordinary course of business, less any applicable variable selling costs or the estimated
replacement costs.




Spring Loaded Technology Incorporated

Notes to the Consolidated Financial Statements
For the year ended December 31, 2023

&

Significant accounting policies (Continued from previous page)

Finished goods, right to retumed product and rework inventory are measured at the lower of weighted average cost and
realizable value. Materials consumption is tracked through a bill of matenals in an inventory management system, ver

&

with productive operating hours employed in the year. Net reaiizable value is the estimated selling price in the o

by menthly physical counts. Labour and applicable manufacturing overhead is allocated to units produced in am@
ry

course of business, less estimated costs of completion and selling costs.

Property and equipment

Property and equipment are initially recorded at cost, net of related investment tax credits and the fai

zero-rated loans. Amortization is provided with the intention to amortize the cost of assets over

under the following methods:

Furniture and fixtures
Machinery and equipment
Production molds
Computer equipment
Leasehold improvements

declining balance
declining balance

%%
%
declining balance 50 %

declining balance 55%

straig hf-Ii of lease

In the year of acquisition, amortization is taken at one-half of the abov@

Intangible assels

Specified intangible assets are recognized and reported apa

An intangible asset recognized separately from good

follows.

Incorporation costs
Intellectual property
Knee brace technology

in the year of acquisition, amortiz

Revenue recognition

and all the related rig

Government a

taxes

5 ta;en at one-haif of the above rates.

thesgvenue of product sales when there is persuasive evidence of an arrangement, the products
h standard shipping terms of the customer, the customer assumes ownership of the product
les price is fixed or determinabte, and collection is reasonably assured.

ill
the straightdine method at a rate intended to amor‘tiz&&

%)

codwill.

t to amortization is recorded at cost and amortized using
the intangible asset over its estimated useful life as

straight-line 5 years
straight-line 8 years
straight-line 5 years

ims for assistance under various government grant programs are recorded as a reduction of the cost of
thé period in which eligible expenditures are incurred, with any amortization calculated on the net amount.
8 #laims for government assistance under various government grant programs to cover non-capital items are
d as ¥'reduction of the related expenses in the year in which eligible expenditures are incurred. All other government

a %% is included as other income when received.
e

hé Company accounts for income taxes using the future income taxes method. Under this method, future income tax
assets and liabilities are recorded based on temporary differences between the carrying amount of balance sheet items and
their corresponding tax bases. In addition, the future benefits of income tax assets, including unused tax losses, are
recognized, subject to a valuation allowance, to the extent that it is more likely than not that such future benefits will
ultimately be realized. Future income tax assets and liabilities are measured using substantively enacted tax rates and laws
expected to apply when the tax liabilities or assets are to be either settled or realized.
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3. Significant accounting policies (Continued from previous page)

Measurement uncertainty (use of estimates) :S @

The preparation of consolidated financial statements in conformity with Canadian accounting standards for private
enterprises requires management to make estimates and assumptions that affect the reported amounts of assets @
liabilities and disclosure of contingent assets and liabilities at the date of the consclidated financial statementscand-the

reported amounts of revenues and expenses during the year.
Accounts receivable are stated after evaluation as to their collectability and an appropriate allowance f @ accounts
is provided where considered necessary.

Provisions are made for siow moving and obsolete inventory based on management's review ofm inventory and
related sales. Warranty and after sales service costs are estimated based upon prior history

sets with definite lives.

>"< 4 of similar debt which is
&.&‘F ated using the budget and
irnated.

Amortization is based on the estimated useful lives of property and equipment and inta

Non-interest bearing ioans are discounted using an interest rate equivalent to {iie
estimated to be 5%. Loan repayments based upon future annual gross revenu
histotical revenue growth year over year at the point in time when amounts

The amount of investment tax credits to be received is based upon m assessment of qualifying expenditures.

The amounts disclosed relating to fair values of stock options issue
stock price volatility, expected lives of the options, expected divid
and certain other assumptions.

sed on management's estimates of expected
paid by the Company, risk-free interest rates

The calcutation of future income tax is based on assumptiong, Witigh’ are subject to uncertainty as to timing and which tax
rates are expected to apply when temporary differences uture income tax recorded is also subject to uncertainty
regarding the magnitude of non-capital losses avZ'J r eggryforward and the halances in various tax pools.

By their nature, these estimates are subject tom %e t uncertainty, and the effect on the consolidated financial
statements from changes in such estimates in futureyears could be material. These estimates and assumptions are
reviewed periodically and, as adjustments b@e necessary they are reported in earnings (loss) in the year in which they

become known.

Financial instruments @

The Company recognizes its financlafinstruments when the Company becomes party to the contractual provisions of the
financial instrument.

Arm'’s length ﬁnanci?'%tz%s

Financial instruments dfacquired or issued/assumed in an arm's length transaction ("arm's length financial
instruments”) are inj corded at their fair value.

The Compa absequently measures investments in equity instruments quoted in an active market and all derivative

insffyments  &%capt those designated in a qualifying hedging relationship or that are linked to, and must be settled by

dek f, unquoted equity instruments of another entity, at fair value, Fair value is determined by published price

o) . Investments in equity instruments not quoted in an active market and derivatives that are linked to, and must be

by delivery of, unquoted equity instruments of another entity, are subsequently measured at cost less impairment.
< @ the exception of financial liabilities indexed to a measure of the Company’s performance or value of its equity and
\ 1ose instruments designated at fair value, all other financial assets and liabilities are subsequently measured at amortized
cost.

Transaction costs and financing fees directly attributable to the origination, acquisition, issuance or assumption of financial
instruments subsequently measured at fair value are immediately recognized in net loss. Conversely, transaction costs and
financing fees are added to the carrying amount for those financial instruments subsequently measured at cost or amortized
cost.
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Significant accounting policies {Continued from previous page)

Financial asset impairment

Financial instruments (Confinued from previous page} @

The Company assessas impaimment of all its financial assets measured at cost or amortized cost. The Compa%
i

assets for impaiment testing when available information is not sufficient to permit identification of each individ paired
financial asset in the group; there are numerous assefs affected by the same factors, or no asset is individdé ificant.
Management considers whether the issuer is having significant financial difficulty or whether there has peach in
contract, such as a default or delinquency in interest or principal payments in determining whether obf nce of

impairment exists. When there is an indication of impairment, the Company determines whethe edina
significant adverse change in the expected timing or amount of future cash flows during the year.

The Company reduces the carrying amount of any impaired financial assets to the highest
flows expected to be generated by holding the assets; the amount that could be realize
sheet date; and the amount expected to be realized by exercising any rights to colla

he present vaiue of cash
ing the assets at the balance

Any impaiment, which is not considered temporary, is included in current year.

The Company reverses impairment losses on financial assets when there is a %2
can be objectively related to an event occurring after the impaimment loss wa'nized. The amount of the reversal is

recognized in net loss in the year the reversal occurs.

Long-lived assets and discontinued operations

Long-lived assets held for use consists of property and equipmeti{ al --l-, angible assets and are measured and amortized
as described in the applicable accounting policies.

The Company performs impairment testing on Jong-li Id for use whenever events or changes in circumstances
indicate that the carrying amount of an asset, or g @s, may not be recoverable. The carrying amount of a long-
lived asset is not recoverable if the carrying amc@ the sum of the undiscounted future cash flows from its use and
disposal. if the carrying amount is not recoverablé; @ment is then measured as the amount by which the asset's
carrying amount exceeds its fair value. Fair valye is sured using the market price of similar assets or discounted cash
flows. Any impairment is included in net los%he year.

Foreign currency transactions

These consolidated financial statel s have been presented in Canadian dollars, the principal currency of the Company's

operations.
Transaction amounts denor;;;?% foreign currencies are transiated into their Canadian dollar equivalents at exchange

rates prevailing at the n dates. Carrying values of monetary assets and liabilities refiect the exchange rates at the
balance sheet date. d losses on translation or settlement are inciuded in the determination of net loss for the

current year. m
Stock-based cg @ gtion

The Co @(‘
ThetGomp

ol I.

TheJaiyalue of stock options granted is estimated on the date of the grant using the Black-Scholes option pricing model,

ta g@ frto account amounts that are believed to approximate the expected volatility of the value of the Company's stock,

sxpected lives of the awards of stock-based compensation, the exercise price angd current price of the Company’s
underlying stock and the risk-free interest rate, as determined at the grant date. The associated compensation cost is
ecognhized directly in net loss over the vesting period with a corresponding credit to contributed surplus. When stock
options are exercised, the consideration paid by employees and officers and the related contributed surplus are recorded in
share capital.

Internally generated intangible assets - research and development costs

The Company expenses all research and development costs as they are incurred.
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The Company is entitied to Canadian federal and provincial investment tax credits, which are earned as a percenta
-:ggrre?-

3. Significant accounting policies (Continued from previous page}

internally generated intangible assets - research and development costs (Continued from previous page)

For the year ended December 31, 2023
eligible research and development expenditures incurred in each taxation year, Investment tax credits relating to A
eligible research and development expenditures are included in net loss, recorded as other income. Investme
related to the acquisition of property and equipment are recorded as a reduction of the related asset with a ’m‘- dization
calculated on the net amount. Investment tax credits are accrued when the Company has made the quali E‘nditures.
provided there is reasonable assurance that the credits will be realized. In the event that the Canada -{ gency has
an alternative interpretation of qualifying amounts, the difference would be applied to the non-capital | Ty™¥arward

balance. v

4, Short-term investments

&
At the end of the year, the Company held the following short-term investrments as f \@
2023 2022
TD Guaranteed Investment Certificate, bearing interest at 3% and maturing i % 4. 25,000 -

TD Guaranteed Investment Certificate, bearing interest at 2% and matured ifi{Ju 23 . 25,000

N4 '
Q 25,000 25,000

179>
¢

5. Accounts receivable @
@ 2023 2022

Trade receivables 141,987 131,127
HST receivable 39,132 36,301
Govemment assistance receivable 30,019 47,760
Other Q 3,780 1,183
>

@ 214,919 216,371

Allowance for doubtful accounts (6,747) -
/2 \ 208,172 216,371

“

@ 2023 2022

6. Inventory

- 3,163
Finishe&$§ 45,280 26,672
Raw.matori 85,077 144,600
Righiiq retubried product 12,431 6,118
@/ﬁ 142,788 180,543
N

o @
\<.he cost of inventories recognized as an expense and included in cost of sales amounted to $603,155 (2022 — $428,166).
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Investment tax credits \
2023 2 @

Scientific Research & Experimental Development (SR&ED) Credits 123,222

Manufacturing and processing investment tax credits 21,180 A\20,893

144,402 @\§76,662
Property and equipment % ;
& 2023 2022

Cost Accu Net book Net book
amo value value
Furniture and fixtures 29,466 143 7,323 7.834
Machinery and equipment 43,000 @ 365 14,635 114,940
Production molds 5 46,329 8,339 9,518
Computer equipment 12 10,983 1,763 4,728
Leasehold improvements @/L - - 618
()
) QQ\sxa/o 107,820 32,060 137,738
7 "
Equipment is net of the fair market value adjustment ree loans of $Nil (2022 - $73,574).

A portion of the funds received from the Atlantic @ i und loan {see note 12) were to be used to purchase machinery
and eguipment. As a result, a portion of the fair vai ustment was netted against the cost of machinery and eguipment.

accumulated amortization relating tothe ‘ 02 adjustment s $Nil (2022 - $49,931), the fair value adjustment increased
by $Nil (2022 - $14,133) and the aortiza of the fair value adjustment is SNil (2022 - $18,393) which are non-cash
transactions. During 2023, these 253¢1s were fully amortized or disposed, resulting in the fair value adjustment to property
and equipment being nil at year en

At December 31, 2023, the cost of machipeny™@nd equipment has been reduced by SNil (2022 - $123,505), the

Intangible assets

2023 2022

Accumulated Net book Net book

Cost amortization value value

Incorpo 3,548 3,193 355 1,064
Intellect 463,226 368,132 95,094 101,150
Knee bra 91,209 91,209 - 2,925
@X\ 557,983 462,534 95,449 106,139

@@“
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10. Future income taxes

The Company's future income tax asset consists of the following: \
2023
Future income tax benefit relating to temporary differences 81,545 @01
Future income tax benefit from recognition of loss carryforwards 1,452,990 1°88%/580
Future income tax benefit from the pool of deductible SR&ED expenditures from
recognition of loss carmyforwards 429 Q 46,319
Valuation allowance (1,677/530 -

)
Future income tax asset M 1,505,500

The corporate income tax rate used to calculate the future income tax benefitis 11.5% {205&1 .é}o).

A valuation allowance of $1,577,530 was recorded to reduce the carrying amount o tax asset fo the extent that it
is no longer more likely than not that a recognized future income tax asset will

141.  Accounts payable and accrued liabilities

@@ 2023 2022
Trade accounts payable @ 161,789 246,946

Accrued liabilties 106,881 162,246
Warranty liability 72,453 26,578
Vacation pay payable (AN 13,614 23,843
(@
AW 354,737 459,613
N

12. Short-term loan

Short-tern loan bearing interest of 1.
exceed 80% of the SR&ED claim
interest are due when the Compa
security interest in all goods includi

o , compounding monthly. The maximum available loan amount cannot

i @. at has been disciosed by the Company to the lender. The loan and accrued
ives its SR&ED claim from the Canada Revenue Agency. The loan is secured by a
Hventory, equipment, all bank accounts and book debis.

D
Q"\

10
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13.

<

\

Long-term debt

Business Development Bank of Canada ("BDC") term loan, secured by a general security
agreement, personal guarantees from two majority shareholders limited to 15% of the
outstanding loan balance and specific equipment with a net book value of $Nil (2022-

$22,015). Balance repaid in full in 2023.

BDC term loan, secured by a general security agreement and specific equipment with a
net book value of $Nil (2022- $64,104). The term loan is repayable in monthly principal

payments of $486 and was repaid in full in 2023.

Canada Emergency Business Account ("CEBA") loan. Commencing on January 1, 2024,
interest will accrue on the balange of the term loan at the rate of 5% per annum, payabil
monthly. The loan matures in December 2026. 66.7% of loan balance was not rep

portion of $20,000 has been added to the loan and refinanced through TD with

noted above.

December 31, 2023, therefore, loan forgiveness of 33.3% will not apply. The fo&

Atlantic Canada Opportunities Agency ("TACOA") repayable contributi @j non-
interest bearing and repayable in monthly principal payments of $250 Apeh 2025,
$500 until April 2026, $7,495 until October 2026, then monthly prin ents of
$15,885 until January 2028 and a final payment of $13,402 in F 28.

Less: accreted interest

ACOA repayable contribution, unsecured, non-intgr @o repayable in monthly
principal payments of $250 until April 2025, $50Qdn

repayments of $3,837 until October 2027, thenm ly Wrincipal payments of $7,304 unti!
February 2029, then monthly principal paymepis of $7-487 until October 2028, then
monthly principal payments of $11,590 until Q&tober 2030, and then monthly principal

payments of $21,523 for November 203

Less: accreted interest

ACOA repayable contribution, un
principal payments of $250 untj
until Apri! 2026, then

028, then monthly principal

405 for December 2030.

ured, non-interest bearing, repayable in monthly
pril 2025, then monthly principal repayments of $500
tincipal payments of $9,906 until February 2027, then

monthly principal pay $20,000 until April 2028 and a final payment of $20,177 in

May 2028.
Less: accreted@

ACOA novation Fund contribution, unsecured, non-interest bearing, repayable in
annual prindipglpayments commencing September 2025 equal to 5% of gross revenue for
ﬂs%rs th revenue under $10,000,000 or 10% of gross revenue for fiscal years with

I ver $10,000,000 until the contribution is repaid in full. The Company is required
t in covenants as noted below.

Le¥s: accreted interest

ACOA repayable contribution, unsecured, non-interest bearing, repayable in monthly
principal payments of $250 commencing March 2024 until February 2025, then monthly
principal payments of $500 until February 2026, then monthly principal payments of
51,000 until October 2030, then monthly principal payments of $2,000 until January 2032

and a final payment of $5,000 in February 2032.

2023

S8

36,991

306,647

(48,525)

437,914

(99,656)

409,237

(67,588)

2,438,967

{673,215)

100,000

16,991

309,647
{54,102)

440,914

(104,323)

412,237

(75,212}

2,438,967

(778,884)

100,000

11



Spring Loaded Technology incorporated

Notes to the Consolidated Financial Statements
For the year ended December 31, 2023

2023 202@
Less: accreted interest (30,351) @4§ ;

3. Long-tenn debt (Continued from previous page)

ACOA repayable contribution, unsecured, non-interest bearing, repayable in annual
principal payments commencing September 2025 egual to 5% of gross revenue for fiscal

years with revenue under $10,000,000 or 10% of gross revenue for fiscal years with

revenue over $10,000,000 until the contribution is repaid in full. The Company is required

to maintain covenants as noted below. ?& 500,000

Less: accreted interest 2,396) {87,193)
@3 +228,025 3,126,121

Less: current portion of long-term debt x 11,500 59,917

~_F
/&\ 3,216,525 3,066,204

Principal repayments on long-term debt in each of the next five years@aﬂer are estimated as follows:
2024 11,500

2025 @& 1,259,040
2026 411,465
2027 703,675
2028 % 479,881

Thereafter 1,327,204

4,182,765

The Company is required to main gy-ga fevel that is acceptable to ACOA. The Company was onside with the
minimum equity level requ:rement

The long-term debt that is non-i rest bearing has been discounted using an interest rate of 5% which is equivalent to the
market rate.

The Company is no rized fo make any corporate distributions uniess otherwise approved by ACOA. During the year,
no distributions .

14. Converti tures
2023 2022

In Nﬂ'ﬁ Scotia unsecured convertible debenture, beating interest at 5.00%, and
iré’l% ccumulated interest accretion of $122,672 (2022 - $85,773). The conversion
k)

{'L_/ set to expire in July 2024. See note below for details of the convertible debenture.
< 552,672 525,793
N onsortium MedTeq {MedTeq) unsecured convertible debenture, bearing interest at 5.00%,

including accumulated interest accretion of $53,950 (2022 - $41,590). The conversion
option is set to expire in July 2024. See note below for details of the convertible debenture.
253,950 241,599

12
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14. Convertible debentures (Continued from previous page) \
2023 3&@

BDC Capital Inc. convertible debenture, bearing interest at 10.00%, including accumulated
interest accretion of $ 579,688 (2022 - $390,625), net of unamortized fransaction costs of
$nil (2022 - $3,183).The conversion option is set to expire in July 2024, Secured by a
general security agreement. See note below for details of the convertible debenture. &e
2,079,85, 887,511
Consortium MedTeq (MedTeq) convertible debenture, bearing interest at 10.00%, including
accumulated accretion of $96,615 (2022 - $65,104), net of unamortized transaction costs of
$nil (2022 - $1,159). The conversion option is set to expire in July 2024. Secured by a
general security agreement. See note below for details of the convertible debenture.
46,615 313,956
Atlantic Canada Regional Venture Fund Limited Partnership {Build Ventures), invest Nova
Scotia, and Wilsang Corporation convertible debenture, bearing interest at 10.00%, &
including accumulated accretion of $448,543 (2022 - $292,312), net of unamortize @
fransaction costs of $nil (2022 - $6,215), The conversion option is set to expire in J
2024. Secured by a general security agreement, See note below for details of
convertible debenture, N 1,718,543 1,556,154

O /’F\\&g 4,951,634 4,525,013

Invest Nova Scotia

Invest Nova Scotia unsecured convertible debenture of $55 22 - $525,793) is convertible at the option of Invest
Nova Scotia upon the closing of any equity investment in the l of the Company by a third party or parties for an

aggregate purchase price of $3,000,000 or greater. ! g-Scotia may convert the debenture to shares of the
Company at a price equal to 80% of the lesser of
abtained by dividing $25 million by the number o cwtstanding on a fully-diluted basis at the time of the conversion.

If there is a consummation or consclidation of the ny with or into another entity, an acquisition or the closing of the
sale, transfer or other disposition, in a single Afansactidn or series of refated transactions, of all the Comipany's assets, then
[nvest Nova Scotia may be repaid in full, gtay as is or may be converted at a price equal to 80% of the lesser of the
purchase price and the price obtained b g $25 million by the number of shares outstanding on a fully-diluted basis at
the time of conversion. Invest No ig-mEy also convert, at its option, the debenture at any time prior to the maturity
date at a price equal to 80% of the @ obtained by dividing the $25 million by the number of shares outstanding on a fully-
diluted basis at the date of exercise

Consortium MedTeq (MedTe

MedTeq unsecured ¢
if there is a qualified i

itle debenture of $253,950 (2022 - $241,599). MedTeq has the option to convert the debenture
t whereby there is a closing of an equity investment in the capital of the Company by a third

party or parties for, gate purchase price of $3,000,000 or greater. If there is a consummation of a merger or
consolidation ¢ any with or into another entity, an acquisition or the closing of the sale, transfer or other
dispositia ing'etransaction or series of reiated transactions, of all the Company's assets, then MedTeq may be
repaid i« ay as is or may be converted into the number of conversion shares, and MedTeq at its option, may

res by taking the aggregate outstanding indebtedness on the date of conversion by the conversion price

con
whi 0% of the lesser of the price per share of the shares issued to investors in the qualified investment and the price
t y dividing $25 million by the number of shares of the Company outstanding on a fully-diluted basis at the time of

sion. In the event of insolvency or bankruptcy, MedTeq may, at its sole discretion, elect to convert the debenture,
< n the number of conversion shares into which the amounts due under this debenture shall be converted using the
\ uotient obtained by dividing the aggragate outstanding indebtedness on the date of conversion by the conversion price.

13
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14,

15.

<

Convertible debentures (Continued from previous page)
Debentures issued in 2020

The debentures issued in 2020 ("the group") are made up of multiple investors that have similar terms and conditionsper
the agreements. The investors include BDC Capital Inc., Consortium MedTeq (MedTeq), Invest Nova Scotia, Atlant
Canada Regional Venture Fund Limited Partnership and Wilsang Corporation.

&‘I 1)

4).

efve months.
With the exception of BDC Capital Inc., the remaining group has an additional condition with the
up to three separate occasions, with each extension consisting of a period of up to twelve months)

the principal and interest on the earliest of the end of the term, the date the Company compi§les a Sale transaction, the date

the Company undergoes a dissolution event, the date the Company completes a qualifie cing event or the date
following an event of default. Payments by the Company under these debentures will ed first, to any amounts
refating to costs of collection under concurrent debentures, second, to any cutstan I t and third, to the outstanding
principal.

the debenture is convertible, in whote or in part, at the option of the hgld me following the initial term, into the
highest ranking equity securities of the Company ocutstanding as of th te e notice of conversion at a price equal to
the lower of $0.30 per share and the price per share of the Compan i the Company for such securities at the last
extemnal financing. If the holder converts the outstanding princip ebenture at its option, then all interest shall be
waived and shail not be payable by the Company.

To the extent that the debenture has not been repaid pursuant to the terms @; eement, the outstanding principal of

Upen a qualified financing event, the debenture will be au % converted (with the exception of BDC Capital Inc.
where the holder shall be entitled to convert the debe ing both prinicipal and interest, into the type of securities
issued pursuant to the qualified financing event i nbegual fo the quotient obtained by dividing the total outstanding
principal and interest by the lower of the price p hich the Company offers its securities in connection with such
gualified financing event, less a discount of 15%, a pre-money price per share of the Company assuming a $25

million pre-money valuation. &E

Upen a sale transaction, the holder all@t d to convert the debenture, including principal and interest outstanding,
into common shares of the Comp, he quotient obtained by dividing the aggregate outstanding principai amount
due on this debenture and unpaidigi¢rést accrued, by the lower of the price per commost share paid by the acquirer upon
the sale transaction, less a discoun 5%, and the pre-money price per commen share of the Company assuming a $25
million pre-money valuation.

In the event of a diss
Share capital @

ent, the outstanding principal and interest shall become due and payable to the holder.

2023 2022
Issyed @
‘\mon shares
24,229,886 Common shares without nominal or par value 1,418,781 1,418,781
21,879,673 Voting preferred shares, convertible at the option of the holder,
ranking pari passu for dividends with comman shares, ranking
N above common shares on dissolution 5,371,264 5,371,264

6,790,045 6,780,045

14
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16.  Stock-based compensation

The Company has an employee stock option plan {the "plan”). The purpose of the pian is to advance the interests of the @
Company by encouraging these individuals to acquire shares in the Company and thereby remain associated with, a

seek to maximize the value of the Company. The generat terms of award under the plan provide that oplions in -ta-'-w 3

stock of the Company are granted to employees and directors for their service. When granied, these options ve |’

periods ranging from 4 10 10 years and expire after a maximum of 10 years. 16,065,611 common shares have fige

authorized for grant under the terms of this plan. The exercise price of each option equals the estimated m of the
Company's stock on the date of the grant.

In the event of termination, the options may be exercised at the earlier of:

a) the termination of the option;

b} 90 days from the event of termination:

c) one year from the date of death; or

d) two years from the date of the event of termination without just cause. &

Options not vested at the date of termination, or if terminated with just cause, will e date of fermination.

Options outstanding at December 31, 2023 are comprised of the following: \
2022

Weighted 5 Weighted Range of
average rems average remaining
Number of exercise coftraLi Number of exercise  contractual
Range of exercise prices options price options price lives
# 3 & # ] Years
Qutstanding - beginning of @
year 10,684,491 Q. 0.5-8.89 11,081,590 0.18 229.9.8%9
Granted . % 1,191,250 020  8.01-9.01
Forfeited/Expired {4,240,634) .20 £.00-8.00 {1,598,349) 0.14 1.29-8.89
[
6,443,887 0.17 10,684,491 0.19

N
8 (2022 — $573,760) was recognized in net loss, and was credited to
{2022 - 2,032,736} share options were vested in accordance with the terms of

ing the year.

During the year, compensation
contributed surplus. A total of 1,1
employee stock option agreements,

17. Revenue

2023 2022
Braces, net of re discounts 1,715,160 1,350,731
Accessorig 17,340 16,639
Engireex ] 11,380 -
Other 4,845 11,831
Faceshei - 9,097

1,748,725 1,387,998

@
@@
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Spring Loaded Technology Incorporated

Notes to the Consolidated Financial Statements
For the year ended December 31, 2023

18. Government assistance

Industrial Research Assistance Program (IRAP) §@

During the year, the Company received non-repayable funding from Industrial Research Assistance Program (IRA a
$206,977 (2022 - $250,291) of which $206,977 (2022 - $250,291) has been allocated against salaries and ben
program was available from November 2021 o October 2023, and is now complete.

During the year, the Company receive received non-repayable funding from Industrial Research Assistancs ram (IRAP)
totaling $30,019, all of which is included in accounts receivable and allocated against salaries and be L
commenced in November 2023 and ends March 2025, $258,960 is available under this progra ofthe
agreement would require the Company to repay ali or part of the contribution including interest.

Atlantic Canada Oppeortunities Agency (ACOA) &

il@ 22,575) of which $nil (2022
under this project during the

@a uire the Company to repay all or

During the year, the Company received non-repayable funding from ACQA totaling
- $22,575) has been allocated against salares and benefits. The maximum funding
term between April 2020 to April 2022 is $50,000. Any breach of the agreeme
part of the contribution including interest. .

WIiLWorks Student Work Placement Program ©
During the year, the Company received non-repayable funding frem orks Student Work Placement Program
totaiing $nil (2022 - $8,475) which has been allocated against sa} i benefits. The maximum funding available under

this project during the term between January 2022 to April 2022Q/as 58475,

19. Commitments

The Company has entered into a lease agreeme%@e and manufacturing facilities that expires in April 2026, with

estimated minimum annual payments as follows:
2024 4& 50,975
02 ) 20,008
@ 126,295
7
20.  Financial instruments /

The Coempany, E@( Operations, carries a number of financial instruments, It is management's opinion that the
D

Company is not 0 significant interest, currency, credit, liquidity or other price risks arising from these financial
instruments.e t therwise disclosed.

Credit on

Credf risk s from cash and cash equivalents, short-term investments, and amounts receivable. The Company invests
eX sh in highly liquid femporary investments of Schedule 1 Canadian Banks. The credit risk of cash and cash
¥ and short-term investments is limited because the counter-parties are banks with high credit-ratings assigned
(J fhational credit-rating agencies.

<
N required, the balance of receivables is shown net of allowances for bad debts, estimated by management based on prior
experience and their assessment of the current economic environment. Two customer balances account for 33% of total
accounts receivable at year end. The Company beiieves this credit risk is minimized due to its large and diverse customer
base. A provision for impairment of accounts receivable is established when there is objective evidence that the Company
will not be able to collect all amounts due,
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Spring Loaded Technology Incorporated

Notes to the Consolidated Financial Statements
For the year ended December 31, 2023

20. Financial instruments {Continued from previous page)

Foreign currency risk

Foreign currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
changes in foreign exchange rates. The Gompany enters into transactions to purchase materials and sell finishe
denominated in U.S. currency for which the related revenues, expenses, accounts receivable and accounts pa
balances are subject to exchange rate fluctuations. As at December 31, 2023, the following items are deno i in U.S.
currency and were translated into Ganadian dollars at a closing rate of 1.32 (2022 - 1.35):

2022
CADS

Cash 150,430
Accounts receivable - 8423
Accounts payable (35,208} {41,600)
The foreign exchange loss is 313,602 for the year ended December 31, 2023 (202 f xchange gain of $12,160). If
the foreign exchange had been 1% higher or lower, with 2ll other variables heid, co ) uld not have resulied in a
material impact on the consolidated financial statements.
Liquidity risk

ations associated with financial liabilities.
rédit and borrows funds from financial
urity dates.

Liquidity risk is the risk that the Company will encounter difficuity in m
The Company enters into transactions to purchase goods and servi
institutions or other creditors, for which repayment is required at vg |

securing funding to fund its operations sufficiently to

The Company depends on cash inflow from issuing new sha
meet its obligations. See Note 1. @
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Spring Loaded Technology Incorporated
Schedule 1 - Consolidated Schedule of Selling and Other Direct Expenses
For the year ended December 31, 2023

(Unaudited)
2023 2022 \
Selling and Other Direct Expenses @
Marketing and promeotion 97,234 53
Travel - selling and other direct expenses - @:r
Dues, fees and licences 82,618 15359
Training

1,229 10,333
Equipment 2,53@ 13,824
&ﬁ@>§ 454,604

N
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Spring Loaded Technology Incorporated

Schedule 2 - Consolidated

Consolidated Schedule of General and Administration Expenses

For the year ended December 31, 2023

General and Administration Expenses

Bad debts

Communications

Data processing

Freight

Insurance

Interest and bank charges
Office

Professional fees

Rent

Repairs and maintenance
Research and development
Salaries and benefits (Nofe 18)
Travel

Utilities

(Unaudited)
2023 202 \
@
. &
' & 460

11,975
29,635
35,730
38,165
18,606

165,132

105,382

@ 11,176 17,389

41,414 88,103
680,922 1,353,206

@ 93,810 42,075
— 11,983 16,157

R
N r/r:Z\U 1,165,662 2,208,929
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Spring Loaded Technology

Balance Sheet
Current Assets:
Cash 64,750
Accounts Receivable 281,493
Inventory 115,557
Prepayments & Deposits 215,778
Total Current Assets 677,579
Fixed Assets:
Property and Equipment 30,639
Intangible Assets 82,579
Future Income Taxas -
Total Assets: 790,797
Current Liabilities:
Accounts Payable and Accrued Liabilities 531,507
Long Term Liabilities:
Long-term Debt 3,216,526
Convertible Debentures 5,440,252
Equity:
Share Capital 8,893,651
Retained Earnings (17,291,140)
Net Equity (8,397,488)

Total Liabilities: 790,797
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Spring Loaded Technology
Balance Sheet
2025
R SR S e R e S R S Lo
Current Assets:
Cash 42,081
Accounts Receivable 251,249
Inventory 144,302
SR&ED Receivable 159,223
Prepayments & Other Receivables 657,994
Total Current Assets 664,849
Fixed Assets:
Property and Equipment 42,946
Intangible Assets 81,753
Total Fixed Assets 124,699
Total Assets: 789,548
Current Liabilities:
Accounts Payable 133,253
Accrued Liabilities 252,002
Short Term (SR&ED) Loan -
Total Current Liabilities 385,255
Long Term Liabilities:
Other Long Term Liabilities 36,591
ACOA Long Term Debt’ 4,160,765
ACOA Imputted interest {857,298)
2020 Convertible Debt 5,83¢,570
2025 Convertible Debt 260,562
Total Long Term Liabilities 9,540,590
Equity:
Share Capital 8,893,651
Retained Earnings {18,029,935)
Net Equity (9,136,283)
Total Liabilities: 789,562

! The Company has multiple long-term notes with ACOA, with cumulative contractual repayable
amount of 54,162,765 bearing no stated interest. In accordance with GAAP A5C 835-30, the note
is recorded at its present value using a market interest rate of 5%. The unamortized discount of
5857,298 is accreted to interest expense over the term of the notes. The total contractual amount
payable is 54,162,765.
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Spring Loaded Technology
Income Statement 2025

2025 Actuals

Net Sales $2,352,573
Cost of Sales 1,224,371
Gross Margin 1,128,203
48%
SG&A 1,286,571
Other (Income)/Loss {160,406)
EBITDA 2,038
Interest 548,365
Depreciation 64,895

Net Income (Before Tax) (611,222}
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Nova Scotia PPRS Search Result Report 28012657

This report lists registrations in the Personal Property Registry that match the following search criteria:

Province or Territory Searched: Nova Scotia
Type of Search: Debtors (Enterprise)
Search Criteria: Spring Loaded Technology Inc
Date and Time of Search (YYYY-MM-DD hh:mm): 2026-01-20 11:01 (Atlantic)
Transaction Number: 28012657
Searched By: L194752
The foliowing tabile lists records that match the Debtors (Enterprise) you specified.
Exact |Included |[Original Enterprise Name Place
Registration
Number
* 27816636 SPRING LOADED TECHNOLOGY INCORPORATED DARTMOUTH
¥ 42088583 SPRING LOADED TECHNOLOGY INCORPORATED DARTMOUTH

An ™ in the 'Exact’ column indicates that the Debtor {Enterprise) exactly matches the search criteria.
Included Column Legend

- An asterisk (™) in the 'Included’ column indicates that the registration’s details are included within the Search
Result Report.

Registration Counts
- O registration(s) contained information that exactly matched the search criteria you specified.

- 2 registration(s) contained information that closely matched the search criteria you specified.

When reviewing the registrations below, note that a registration which has expired or been discharged within the
last 30 days can still be re-registered by the secured party.

All registration date/time values are stated in Atlantic Time.

For more information concerning the Personal Property Registry, go to www.acol.ca

L

Registration Details for Registration Number: 27816636

Province or Territory: Nova Scotia
Registration Type: PPSA Financing Statement

Registration History

Registration Activity Registration Number |Date/Time Expiry Date |File Number
{Atlantic) (YYYY-MM-DD)
(YYYY-MM-DD hh:mm)
Original 27816636 2017-06-20 17:54 |2022-06-20 [1692373-CT9
Renewal 36126019 2022-04-25 14:09 12027-06-20

This registration has not been the subject of an Amendment or Global Change. The following registration
information was added by the original registration and has not been deleted.

Debtors

Type: Enterprise

Report Version 2308 Page: 1



Nova Scotia PPRS Search Result Report 28012657

SPRING LOADED TECHNOLOGY INCORPORATED
50 RADDALL AVE UNIT 8

DARTMQUTH NS B3B 1T2

Canada

Secured Parties

Type: Enterprise

THE TORONTO-DOMINION BANK - 54203
1785 BARRINGTON ST PO BOX 427
Halifax NS B3J 2P8

Canada

General Collateral

All present and after acquired accounts, monies, deposits from time to time on deposit in the name of the debtor
or owed to the debtor by the secured party or TD Mortgage Corporation or TD Pacific Mortgage Corporation, The
Canada Trust Company or gther subsidiary or affiliate of the Secured Party and in the Debtors rights in and to
those accounts, monies, deposits and proceeds thereof.

Registration Details for Registration Number: 42088583

Province or Territory: Nova Scotia
Registration Type: PPSA Financing Statement

Registration History

Registration Activity Registration Number |Date/Time Expiry Date |File Number
(Atlantic) (YYYY-MM-DD)
{(YYYY-MM-DD hh:mm)
Criginal 42088583 2025-09-24 08:08 [2026-09-24 [SM998999.6911
Amendment 42095885 2025-09-25 09:17 |2026-09-24 [SM998999.8911
Amendment 42381756 2025-11-21 15:52 |2026-09-24

As listed in the Registration History section above, this registration has been the subject of an Amendment or
Global Change to add or delete information. The following registration details provide the registration number for
the Amendment that added or deleted information. If no "added by" or "deleted by" registration number is
provided, the information was added by the original registration and has not been deleted.

Debtors

Type: Enterprise

SPRING LOADED TECHNOLOGY INCORPORATED
50 RADDALL AVENUE

UNIT 8

DARTMOUTH NS B3B 172

Canada

Secured Parties

Report Version 2308 Page: 2



Nova Scotia PPRS Search Result Report 28012657

Type: Enterptise

CEDAR POINT BUSINESS SOLUTIONS INC.
20 GARDEN COURT TERRACE
DARTMOUTH NS B3A 356

Canada

Type: Individual
ELLSMERE, JOE

2157 CONNAUGHT AVE
UNIT 1

HALIFAX NS B3L 272
Canada

The Secured Party below was deleted by registration number 42095885
POEERER-

20-CARDEM-COURT TERRACE

PARTMOUTHNS-B3A-358

Ganads

Type: Individual

STEER, HELEN

123 CAMBRIDGE DRIVE
LAWRENCETOWN NS B2Z1T3
Canada

The Secured Party below was added by registration number 42095885
Type: Individual

ROSS, BEN

2 Clearview Crescent

Dartmouth NS B3A 2M6

Canada

The Secured Party below was added by registration number 42381756
Type: Enterprise

WENOVA VENTURES LIMITED

1500-1625 GRAFTON STREET

HALIFAX NS B3J OE8

Canada

The Secured Party below was added by registration number 42381756
Type: Enterprise

3323381 NOVA SCOTIA LIMITED

239 FIVE ISLAND ROAD

HUBLEY NS B3Z 1B5

Canada

General Collateral
A SECURITY INTEREST IS TAKEN IN ALL OF THE DEBTOR'S PRESENT AND AFTER ACQUIRED
PERSONAL PROPERTY.

Report Version 2308 Page: 3



Nova Scotia PPRS Search Result Report 28012657

END OF REPORT

Report Version 2308 Page: 4
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This is Exhibit “H” to the affidavit of Joe
Ellsmere before me on the 22 day of January
22, 2026.

Co~—"

Essber Essber, Barrister and Solicitor in Ontario and Nova Scotia

EXHIBIT “H”



SENIOR SECURED SUPERPRIORITY DEBTOR-IN-POSSESSION CREDIT FACILITY
January 21, 2026
TO: Spring Loaded Technology Incorporated

8-50 Raddall Avenue
Dartmouth, Nova Scotia B3B 1T2

FROM: 4782489 Nova Scotia Limited
600-1741 Lower Water Street
Halifax, Nova Scotia B3J 0J2

Re: Debtor-in-possession Financing

4782489 Nova Scotia Limited (the "Lender") is pleased to confirm our offer of a senior secured
super-priority debtor-in-possession credit facility available to Spring Loaded Technology
Incorporated (the "Borrower"), pursuant to its court-approved power to borrow in the
Proceeding. This agreement (the "Agreement") is subject to the conditions precedent set out
herein.

Borrower: Spring Loaded Technology Incorporated

Monitor to Grant Thornton Limited, the proposed court appointed monitor (the

Proceeding: "Monitor").

CCAA Court order approving the terms herein in the Supreme Court of Nova

Requirement: Scotia (the "Court") pursuant to a proceeding under the Companies’
Creditors Arrangement Act (Canada) (the "Proceeding”). The initial

order, as amended and supplemented, to be sought / granted in the
Proceeding is referred to as the "Initial Order".

Credit Facility: Subject to Court approval in the Proceeding, a non-revolving credit
facility up to the Maximum Principal Amount (as defined below)
shall be made available to the Borrower for interim financing on the
general terms set out herein (the "DIP Facility").

Maximum The facility will be made available up to a maximum principal

Principal amount of $500,000 (the "Maximum Principal Amount").

Amount:

Initial Retainer | The Lender has funded a retainer of $30,000 (the "Initial

Advance: Retainer") to Stewart McKelvey as a retainer for work performed in
preparation for the Proceeding, which Initial Retainer shall be held
in trust, administered, and disbursed strictly in accordance with this
Section.

Upon issuance of the Initial Order, the Initial Retainer shall be
returned to the Lender in full and all professional fees of the Monitor
and its counsel shall be paid in accordance with the terms of this
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Agreement, the Initial Order and any other Court order (if
applicable).

Should the Initial Order not be issued by January 27, 2026
commencing the Proceeding and approving this Agreement, the
Monitor shall direct Stewart McKelvey to release the initial Retainer
to satisfy the outstanding fees and disbursements of the Monitor,
the Monitor's counsel and counsel to the Borrower.

Any disbursement of the Initial Retainer shall be subject to: (x)
delivery of detailed invoices to the Lender, (y) approval of such
invoices by the Lender (acting reasonably), and (z) confirmation
from the Monitor, if appointed, that such fees and disbursements
were incurred in good faith and are reasonable in the
circumstances. For greater certainty, the Initial Retainer shall not
constitute property of the Borrower, shail not be available to the
Borrower, and shall not form part of the Borrower's estate.

Availability:

On and after the date on which the Conditions Precedent shall have
been satisfied, the Borrower may request advances under the DIP
Facility by delivering to the Lender and the Monitor not less than
one (1) business day prior to the requested advance, a drawdown
certificate in form acceptable to the Lender and the Monitor
detailing the amount of the requested advance and confirming
without limitation the accuracy of all representations and warranties
and that no Event of Default has occurred and is continuing.
Receipt and disbursement of funds will be made through the
Monitor.

Termination
Date:

The maturity of the DIP Facility (the "Termination Date") shall be the

earliest of:

Proceeding (a "Plan™),

Lender and the Borrower;

3 the termination or conversion of the Proceeding; or

4, payment in full of the Obligations.

Disbursement:

Disbursements are to be consistent with the cash flow statement
delivered in the Proceeding by the Borrower and the approval of the

Monitor.

Interest Rafe:

The DIP Facility shall bear interest at an annual rate equal to 12%
per annum, calculated in arrears and payable monthly.
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Commitment
Fee:

In the event the DIP Facility shall be terminated within three (3)
months from the date of the Initial Order, the Borrower shall pay a
commitment fee of one month's interest to the Lender.

Repayment:

The DIP Facility shall be repayable in full on the earlier of: (i) the
occurrence of an Event of Default; (i) the implementation of a Pian
which has been approved by the requisite majority of the Borrower's
creditors and by order entered by the Court; (iii) conversion of the
Proceeding into a proceeding under the Bankruptcy and Insolvency
Act (Canada); (iv) the sale of all or substantially all of the now owned
or hereafter acquired assets and property of the Borrower, reai and
personal, tangible or intangible (collectively, the "Collateral"); and
(v) five (5) months from the date of the Initial Order (the earliest of
such dates being the "Maturity Date"). The Maturity Date may be
extended from time to time at the request of the Borrower and with
the prior written consent of the Interim Lender for such period and on
such terms and conditions as the Borrower and the Interim Lender
may agree.

The commitment in respect of the DIP Facility shali expire on the
Maturity Date (as may be extended pursuant to the terms hereof)
and all amounts outstanding under the DIP Facility shal!l be repaid in
full no later than the Maturity Date (as may be extended pursuant to
the terms hereof), without the Lender being required to make
demand upon the Borrower or to give notice that the DIP Facility has
expired and the Obligations are due and payable. The order of the
Court sanctioning any Plan shall not discharge or otherwise affect in
any way any of the Obligations, other than after the permanent and
indefeasible payment in cash to the Lender of all Obligations on or
before the date the Plan is implemented.

Expenses:

The Borrower will pay all reasonable costs incurred by the Lender,
directly or indirectly, including, without limitation, expenses of legal
counsel, due diligence, appraisals, and any other reasonable
expenses incurred in conjunction with the DIP Facility including, the
cost of preparing the DIP Credit Documents.

Security:

Security for repayment of the DIP Facility is by way of contractual
security and a fully perfected court-ordered super-priority mortgage
and charge against the Collateral, subject only to the Monitor's court-
ordered "Administration Charge" as defined in the Initial Order, or
other court-ordered amount satisfactory to the Lender (the
"Security").

All rights, agreements and obligations of the Borrower and the Lender
and the granting of, and the priorities of, the Security and the
Obligations set out in this Agreement, wiill remain in full force and
effect irrespective of the time of any lean or advance made to the
Borrower by the Lender, including whether advanced before or after
or at the same time as the creation of the security interests or before
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or after or at the same time as the date of execution of this
Agreement.

The Borrower shall, at their own expense and to the satisfaction of
the Lender, register, file or record, or cause to be registered, filed or
recorded, the Security in all offices and jurisdictions where such
registration, filing or recording is necessary or, in the Lender's
determination, advisabie or to the advantage of the Lender, to, create,
perfect or preserve the Security granted by the Borrower. The
Borrower shall provide the Lender with such assistance and do such
acts as the Lender may from time to time reasonably request and
provide such other materials of conveyance, assignment, transfer, or
charge to properly effect the Lender's security as contemplated and
shall renew and maintain such registrations, filings, and recordings
from time to fime as and when required to keep them in full force and
effect.

Conditions
Precedent to
First Advance:

The first advance (the "First Advance") under the DIP Facility is
subject to the Lender's receipt of the following, all of which will be in
form and substance satisfactory to the Lender:

1.

execution of this Agreement and other reasonably required transaction
documents, in form and substance satisfactory to the Lender
(collectively, the "DIP Credit Documents” and each a "DIP Credit
Document”);

issuance of the Initial Order, or a revised Initial Order, satisfactory in
foorm and substance to the Lender, approving and autherizing this
Agreement, the DIP Credit Documents and the Security with the priority
contemplated herein, authorizing the establishment of the DIP Facility,
and such orders being in full force and effect, unamended, not vacated
and not stayed;

the Lender shall, acting reasonably, be satisfied that the Borrower has
complied with and is continuing to comply in all material respects with
all applicable laws, regulations and policies in relation to its business
other than as may be permitted under a Court order and no Event of
Default shall have occurred and be continuing on the date of the
advance or will occur after giving effect to the advance;

the Lender shall have received the Budget in accordance with the terms
of this Agreement; and

such additional information in relation to the Bomrower and the Collateral
as the Lender may require.

Conditions
Precedent to
Subsequent
Advances:

Any subsequent advance (each a "Subsequent Advance") of any
amount under the DIP Facility (for certainty, excluding the First
Advance) is subject to the following, all of which will be in form and
substance satisfactory to the Lender (where applicable):
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the Lender shall have received any updates to the Budget in
accordance with the terms of this Agreement;

each Subsequent Advance shall not, cause the aggregate amount of
all amounts advanced under the DIP Facility to exceed the Maximum
Principal Amount and shall not cause the cumulative bomrowings
outstanding under the Inferim Facilty to materally exceed the
forecasted cumulative borrowings outstanding as shown on the Budget
for the week in which such Subsequent Advance is made;

No Default or Event of Default has occumred or will occur as a result of
a Subsequent Advance; and

the Interim Lender is satisfied that no Material Adverse Change shall
have occurred after the date of the issuance of the Initial Order.

Positive
Covenants:

The Borrower shall:

1.

Subject to the terms of the Initial Order, preserve, renew and keep in
full force and effect its existence, organization and status in each
junisdiction of incorporation and in each other jurisdiction in which they
carry on business or own assets and make all corporate, partnership or
other registrations and filings necessary to do so.

Pursuant to the terms of the Initial Order, any approved cash fiow, duly
and punctually pay ali postfiling indebtedness due and payable by
each of them to any person, including, without limitation the Obligations,
taxes, and other contractual obligations.

Subject to the terms of the Initial Order, comply with all applicable laws
and contractual obligations.

Subject to the terms of the Initial Order, maintain insurance with respect
to its property and business (with the Lender shown as first loss payee
and additional insured within five (5) business days of the date of the
Initial Order) with financially sound and reputable insurance companies,
of such kinds and in such amounts and against such risks as is
custornary for the business of the Borrower. Fumish to the Lender
and/or the Monitor, on written request, confirnation that such insurance
is cammied, paid and current.

Keep proper books of record and accounts, in which full, true and
comect entries in conformity with generally accepted accounting
principles, its constating documents and all applicable laws, of all
dealings and transactions and assets in relation to its business and
activities.

Pemit the Lender and/or the Monitor, on reasonable notice, to visit,
inspect, appraise and conduct field examinations of any or all of the
collateral and make abstracts from any of its books and records at any
reasonable time and as often as may reasonably be desired and to
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discuss its business operations, properties and financial and other
conditions with its officers, employees and its independent public
accountants, subject to solicitorclient privilege, all court orders,
applicable privacy laws and applicable corfidentiality obligations of the
Lender.

7. Comply with the terms of the Inttial Order and all orders made in
connection with the Proceeding.

Negative
Covenants:

The Borrower shall not;

1. Create, incur, assume, permit to exist or otherwise become liable with
respect to any indebtedness, encumbrance, or any other obligation
other than pursuant to the Initial Order or as approved by the Monitor.

2. Make or give any financial assurances, in the form of bonds, ietters of
credit, financial guarantees or ctherwise to any person or governmental
authority.

3 Merge into, amalgamate or consolidate with any other entity or engage
in any business other than businesses of the type conducted by the
Borrower on the date hereof and businesses reasonably related
thereto.

4, Apply for, or consent to, any new order, or amendment or modification
to an existing order issued in the Proceeding that would reasonably be
viewed to negatively impact the Lender.

5 Seek or apply to vary, supplement, revoke, terminate or discharge the
Inttial Order or the Monitor's role as monitor thereunder.

6. Amend, replace or modify approved cash flow, other than with the
consent and approval of the Menitor.

Agreed
Budget:

On the date of the First Advance and on a monthly basis thereafter on or before
the fiteenth (15") day of each month, the Borrower will provide the Lender with
(i) a monthily report for the following monthly period, in a form acceptable to the
L ender, describing the Borrower's updated cash flow requirements, which must
be prepared by the Borrower in good faith and reviewed by the Monitor (a
"Budget"); and (i)} a report comparing actual cash flow to the most recent
Budget provided to the Lender. If the Lender determines that an updated
Budget has resuited in the occurrence of an Event of Default, the Lender shall
provide written notice to the Borrower and the Monitor stating that the updated
Budget has resulted in the occurrence of an Event of Default by the close of
business on the third (3¥) business day following receipt of such updated
Budget, failing which such updated Budget shall be deemed not to have
resulted in the occurrence of an Event of Default.

Notwithstanding the foregoing, to the extent that an emergency cash need
arises in respect of the Bomrower that is not contemplated in the Budget or
updated Budget, as the case may be, the Borrower may request an emergency
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advance from the DIP Facility (an "Emergency Subsequent Advance”) by
providing written particulars relating to such emergency cash need, which
Emergency Subsequent Advance shall only be permitted with the prior written
consent of the Lender, in its sole and absolute discretion. If such requested
Emergency Subsequent Advance is so consented to by the Lender, such
Emergency Subsequent Advance shall be made from the DIP Facility.

Use of
Proceeds:

The Borrower is authorized to use the First Advance and Subsequent
Advances: (i) to provide working capital and for other general corporate
purposes of the Bomower; (i) to make payments in compliance the
Initial Order; and (iii) to pay the fees and expenses of the Borrower's
legal counsel, the Borrower's financial advisor, the Monitor, the
Monitor's legal counsel, the Lender's legal counsel, and such other
agents, advisors and consultants of the Borrower as provided for in the
Budget, in each case of the foregoing paragraphs (i) to {iif}, consistent
with the Budget (as updated from time to time) in all material respects
to the extent reasonably practicable in the circumstances; provided that
no proceeds from the DIP Facility or the Collateral shall be used other
than in accordance with this Agreement unless otherwise agreed in
writing by the Lender.

Events of
Default:

1. The Bomrower faiis to pay (i} any principal amount owing under this
Agreement, or any other DIP Credit Document when due, whether at
stated maturity, by acceleration, or ctherwise; or (i} any interest, fee or
other amount payable hereunder or under any other DIP Credi
Document when due and payable and such failure remains
unremedied for a period of three (3) days.

2. Any representation, warranty, certification or other statement of fact
made or deemed made by or on behalf of any Borrower herein or in
any other DIP Credit Document or any amendment or modification
hereof or thereof or waiver hereunder or thereunder proves to be false
or misleading in any material respect on or as of the date made or
deemed made.

3. The Bomrower fails to perform or observe any other covenant, term,
condition or agreement contained in this Agreement or any other DIP
Credit Document in any material respect, and such failure continues
unremedied for a period of five (5) days after written notice to the
Borrower from the Lender.

4, An order of the Court shall be entered granting any person an
encumbrance, lien or security interest, which is pari passu with or senior
to the encumbrances, liens and securtty interest securing the DIP
Facility, or any Borrower takes any action seeking or supporiing the
grant of any such encumbrance, lien, or security interest, in each case
except as expressly pemmitted under the Initial Order or with the consent
of the Lender.

5. The Initial Order, or the Monitor's appointment thereunder, shall fail to
be in fuil force and effect, including by the entry of an order (i} appealing,
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10.

11.

12.

reversing or vacating the Initial Order, (i) amending or modifying the
Initial Order, or {iii) staying the Initial Order.

The Court shall enter an order or orders (i) terminating the Proceeding,
(i) terminating the stay granted under the Initial Order, (i} granting refief
from the stay granted under the Initial Order to allow any one or more
creditors to execute upon orenforce encumbrances, liens on or security
interests in any assets of any Bormower without the prior consent of the
Lender, or {jv) that would have a material adverse effect.

A receiver, receiver manager, interim receiver, proposal frustee, trustee
in bankruptcy or similar trustee is appointed over some or all the assets
of any Borrower, without the prior written consent of the Lender and the
Monitor.

The Bomrower shall fail to comply, in any material respect, with the terms
of the Initial Order or any other court orders delivered in the Proceeding.

The Borrower shall make any payments on account of pre-filing debt
other than (i} in accordance with the cash flow projections and as
permitted by the Initial Order or any other orders of the Court, (i} as
otherwise permitied by this Agreement, or (jii) as otherwise ordered by
the Court and agreed in writing by the Lender in its sole discretion.

Any Bomrower shall file a motion seeking, or take any action supporting
a motion seeking, or the Court shall enter, an order, authorizing the sale
of the Secured Property (unless, in the case of each of the foregoing,
either (i} (A) the Lender consents to the filing of such motion, and (B)
any order approving the sale expressly provides for application of cash
proceeds in accordance with the terms of this Agreement and is
otherwise in form and substance reasonably acceptable to the Lender,
or (i) the order approving such sale contemplates payment in full in
cash of the Obligations upon consummation of such sale).

If the Borrower ceases, or threatens fo cease, to carry on business in
the ordinary course.

If the Borrower, without the consent of the Lender, seeks to continue
the Proceeding under the jurisdiction of a court other than the Court, or
seek to initiate any restructuring proceedings other than the Proceeding
in any court or jurisdiction.

Remedies on
Default:

Declare all or any portion of the DIP Facility to be suspended or
temmninated, whereupon all amounts advanced under the DIP Facility
shalil forthwith be suspended or terminated.

Declare all or any portion of the unpaid principal amount of ali
outstanding advances, all interest accrued and unpaid thereon, and all
other amounts owing or payable hereunder or under any other DIP
Credit Document to be immediately due and payable, without
_presentment, demand, protest, or {(except as provided above) other
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notice of any kind, all of which are hereby expressly waived by the
Borrower, whereupon all Obligations shall become due and payable by
the Borrower.

Set-off or combine any amounts then owing by the Lender to the
Borrower against the Obligations of the Bomrower to the Lender.

Subject to the applicable provisions of the Initial Order and the
necessary Court approval for enforcement of the same, and any
subsequent orders issued in the Proceeding, exercise all rights and
remedies available to the Lender under the DIP Credit Documents, the
Initizl Order, or applicable law.

Upon five (5) days prior written notice to the Court, apply to the Court
for an order, on terms acceptable to the Lender, for the appointment of
a receiver, interim receiver, or receiver and manager of the Collateral or
a trustee in bankruptcy of the Borrower.

Upon five (5) days prior written notice to the Court, apply to the Court
for an order, on terms acceptable to the Monitor and the Lender,
providing the Monitor with the power, in the name of and on behalf of
the Borrower, to take ali necessary steps in the Proceeding.

Reporting
Requiremenis:

Deliver to the Lender and the Monitor draft copies of any court materials
in respect of the Proceeding which the Borrower intends to file with the
Court for review and comment by the Lender and the Monitor not less
than three (3) business days prior to the date of service and filing of said
court materials, or where it is not practically possible to do so, within
such time, as soon as possible and in any event not less than one day
prior to the date on which such motion, application, proposed order or
other matenials or document is served on the service list in respect of
the Proceeding; provided that all such fifing by the Borrower with the
Court shall be in form and substance acceptable to the Lender and the
Monitor and its respective counsel, acting reasonably, to the extent that
any such filings affect or can reasonably be expected to affect the rights
and interests of the Lender. Notwithstanding the foregoing, neither the
Borrower nor the Monitor shall be obligated to disclose any information
that is received in connection with any offers or bids pertaining to the
sale and investment solicitation process run by the Monitor or the
Borrower, as applicable, that is reasonably deemed by the Monitor to
be confidential or commercially sensitive.

Provide to the Lender and the Monitor, on the last business day of every
other week (unless waived by both the Lender and the Monitor), a
status report and such other updated information relating to the conduct
of the business, the Proceeding, the sales process (if applicable) and
such other information as may be reasonably requested by the Lender
and/or the Monitor, in form and substance reasonably acceptableto the
Lender and the Monitor.
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Notify the Lender and the Monitor of the occurrence of any Event of
Default.

Notify the Lender and the Monitor of any development or eventthat has
had or could reasonably be expected to have a matenal adverse effect.

Cash

Management:

The Borrower shall, at its own expense, enforce, collect and receive all
amounts owing on its accounts in the ordinary course of its business
and any proceeds it 5o receives shall be subject to the terms hereof.
Receipt and disbursement of funds hereunder shall be done through
the Monitor.

All advances of the DIP Facility shall be deposited into bank accounts
approved by the Monitor.

The Monitor shali record the principal amount of the Obligations and the
payment of principal and interest and all other amounts becoming due
to the Lender. These accounts and records shall constitute, in the
absence of manifest eror, prima facie evidence of the amount of the
Obligations.

Lender Fees:

The Borrower shall pay all fees and out-of-pocket expenses (including
legal fees and expenses of any professionals or professional firms
retained by the Lender) in connection with this Agreement, the DIP
Facility or the preparation of any of the DIP Credit Documents.

Arrangement
Fee:

In addition to the other fees specified herein, the Borrower shall pay to
the Lender an arrangement fee in the amount of $10,000 on the First
Advance.

Governing
Law:

Nova Scotia

LENDER:

4782489 NOVA SCOTIA LIMITED

By:

Name: Yicheng Wen

Title: President

I have authority to bind the corporation
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BORROWER:

ACCEPTED this ZZday of January, 2026.

SPRING LOADED TECHNOLOGY INCORPORATED

By: %/

Namé SOE ELLSMERE.

Title: C&O
| have authority to bind the corporation
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