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NOTICE TO READER OF INTERIM CONSOLIDATED FINANCIAL STATEMENTS

The interim consolidated financial statements for Portage Biotech Inc. (formerly known as
Bontan Corporation Inc.), comprised of the interim consolidated statements of financial position
as at June 30, 2013 and for the year ended March 31, 2013, and the interim consolidated
statement of operations, statement of changes in equity and cash flows for the three month
period ending June 30, 2013 are the responsibility of the Company’s management.

These interim consolidated financial statements incorporate the acquisition of Portage Pharma
Limited on June 6, 2013 as a reverse takeover and hence include the financial statements of
Portage Pharma Limited as an accounting acquirer, as further explained in Note 2.

The interim consolidated financial statements have been prepared by management and include
the selection of appropriate accounting principles, judgments and estimates necessary to
prepare these interim consolidated financial statements in accordance with International
Financial Reporting Standards.

The interim consolidated financial statements have not been reviewed by the Company’s
independent external auditors, Schwartz Levitsky Feldman LLP.

“signed” “signed”
Kam Shah C.A., Director Declan Doogan, Director

August 28, 2013



Portage Biotech Inc.

(Formerly known as Bontan Corporation Inc.)

Interim Consolidated Statements of Financial Position
(Acquisition accounted for as reverse takeover (Note 2))

(US Dollars)

(Unaudited — see Notice to Reader dated August 28, 2013)

As at, Note June 30,2013 March 31, 2013
Assets
Current
Cash $3,697,871 $190,960
Other receivable 63,269 295,441
$3,761,140 $486,401
Long-term assets
Office equipment and furniture 5,183 -
Total assets $3,766,323 $486,401
Liabilities and Shareholders' equity
Current liabilities
Accounts payable and accrued liabilities 170,138 12,392
$170,138 $12,392
Shareholders' Equity
Capital stock 5 6,515,715 503,495
Warrants 7 1,108,402
Deficit (4,027,932) (29,486)
Total Shareholders' equity $3,596,185 $474,009
Total liabilities and Shareholders' equity $3,766,323 $486,401
Commitments and Contingent Liabilities (Note 9)
Related Party Transactions (Note 10)
On behalf of the Board "Kam Shah” "Declan Doogan” __Director
(signed) (signed)

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



Portage Biotech Inc.

(Formerly known as Bontan Corporation Inc.)

Interim Consolidated Statements of Operations
(Acquisition accounted for as reverse takeover (Note 2))

(US Dollars)

(Unaudited — see Notice to Reader dated August 28, 2013)

Three months ended June 30, Note 2013 2012 *
Expenses
Acquisition related costs 3,826,325 -
Research and development 92,778 -
Professional fees 45,655 -
Consulting fees 9,10(ii) 21,322 -
Office and general 5,056 -
Shareholders' information 3,786 -
Payroll 3,626 -
Travel, meals and promotions 10(i) 2,471 -
Rent 2,259 -
Transfer agents fees 1,454 -
Bank charges and interest 1,235 -
Communication 238 -
Amortization 116 -
Exchange loss (7,875) -
3,998,446 -
Net loss for period (3,998,446) -

Basic and diluted loss per share
Net Loss per share 8 $(0.03) $-

* Comparatives are for Portage Pharma Ltd (accounting acquirer) which was incorporated on May 23, 2012
and had no transactions for the period from the date of incorporation to June 30, 2012.

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



Portage Biotech Inc.

(Formerly known as Bontan Corporation Inc.)

Interim Consolidated Statements of Shareholders’ Equity
(Acquisition accounted for as reverse takeover (Note 2))

For the three months ended June 30, 2013

(US Dollars)

(Unaudited — see Notice to Reader dated August 28, 2013)

Number of Capital Accumulated
Shares Stock Warrants Deficit Total Equity
Balance, April 1, 2012 78,714,076
E;Eed on incorporation of 503,495 ) 503,495
Balance, June 30, 2012 78,664,076  $503,495 $503,495
Balance, April 1, 2013 81,759,076  $503,495 $(29,486) $474,009
Issued on acquisition 81,759,076 $1,761,413 1,108,402 2,869,815

Issued to Culminant

Capital Inc. For financial

advisory services relating 9,811,091 $3,826,325 3,826,325
to the acquisition

transaction

Exercise of warrants 950,000 125,000 125,000
Exercise of options 1,996,547 299,482 299,482
Net loss for year (3,998,446) (3,998,446)
Balance, June 30, 2013 176,275,790 $6,515,715 $1,108,402 $(4,027,932) $3,596,185

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



Portage Biotech Inc.

(Formerly known as Bontan Corporation Inc.)

Interim Consolidated Statement of Cash Flows
(Acquisition accounted for as reverse takeover (Note 2))

For the three months ended June 30, 2013

(US Dollars)

(Unaudited — see Notice to Reader dated August 28, 2013)

For the three months ended June 30, 2013 2012
Cash flows from operating activities
Net loss for period $(3,998,446) -
Amortization of office equipment and furniture 116 -
Acquisition related costs 3,826,325 -
Net change in working capital components
Other receivables 232,172
Accounts payable and accrued liabilities 157,746 -
$217,913 $-
Cash flows from investing activities
Office equipment and furniture acquired (5,299)
$(5,299) $-
Cash flows from financing activities
Receivable from shareholders (503,495)
Fair value of consideration received on acquisition (Note 2) 2,869,815 -
Options and warrants exercised 424,482
capital contribution 503,495
$3,294,297 $-
Increase in cash during period 3,506,911 -
Cash at beginning of period 190,960 -
Cash at end of period $3,697,871 $-
Supplemental disclosures
Non-cash operating activities
Shares Issued to Culminant Capital Inc. For financial advisory
services relating to the acquisition transaction (3,826,325) -
(3,826,325) -
Non-cash investing activities
Value of shares and warrants issued on acquisition 2,869,815 -
2,869,815 -

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



Portage Biotech Inc.

(Formerly known as Bontan Corporation Inc.)

Interim Consolidated Statements of Operations
(Acquisition accounted for as reverse takeover (Note 2))

(US Dollars)

(Unaudited — see Notice to Reader dated August 28, 2013)

1. NATURE OF OPERATIONS

Portage Biotech Inc. (“the Company”) was operating as an Ontario, Canada incorporated company,
Bontan Corporation Inc. (“Bontan”), until July 5, 2013. On July 5, 2013 Bontan changed its name to the
current name and was issued a certificate of Continuance by the Registrar of Corporate Affairs of the
British Virgin Islands (“BVI”).

The Company now continues as a BVI incorporated company with its registered office located at FH
Chambers, P.O. Box 4649, Road Town, Tortola, BVI. Its Toronto agent is located at 47 Avenue Road,
Suite 200, Toronto, Ontario, M5R 2G3, Canada.

The Company continues to be a reporting issuer with Ontario Securities Commission and US Securities
and Exchange Commission and its shares trade on the Over the Counter Bulletin Board of NASDAQ
under the trading symbol “PTGEF,” effective August 23, 2013. Prior to this date, it was trading as
Bontan Corporation Inc. under the trading symbol “BNTNF”.

Since December 2012, the Company changed the focus of its business activities to biotechnology. On
June 4, 2013, it acquired Portage Pharma Ltd (“PPL”), a private limited company formed under BVI laws
on May 23, 2012 through the exchange of shares. The acquisition has been accounted for as a reverse
acquisition as explained in Note 2.

The Company is engaged in researching and developing pharmaceutical and biotech products
through to clinical “proof of concept” with an initial focus on unmet clinical needs and orphan drugs.
Following proof of concept, the Company will look to sell or license the products to large
pharmaceutical companies for further development and commercialization. The Company, through its
subsidiary, holds an exclusive worldwide licence in non-oncology fields and the know-how relating to
the Antennapedia protein transduction technology developed by Trojantec.

2. REVERSE ACQUISITION TRANSACTION

On June 4, 2013, the Company completed an acquisition with PPL pursuant to which a wholly
owned subsidiary of the Company, Portage Acquisition Inc. and PPL amalgamated, resulting in the
Company owning all of the issued and outstanding shares of the amalgamated entity.

Pursuant to a Share Exchange Agreement, Bontan issued 81,759,076 common shares and
71,456,420 warrants to PPL shareholders in exchange for PPL shareholders transferring all their
shares in favour of Portage Acquisition Inc. Warrants can be exercised within two years at an
exercise price of US$0.29 to acquire an equal number of common shares of the Company. In
addition, Bontan also issued 9,811,091 shares to Culminant Capital Inc. as compensation for
financial advisory services rendered in connection with the transaction. The fair value of these
shares of $ 3,826,325 was expensed.

Although the transaction resulted in PPL becoming a wholly owned subsidiary of the Company, the
transaction constitutes a reverse acquisition in as much as the shareholders of PPL own a
substantial (approximately 46%) majority of the outstanding common shares of the Company and
three out of four members of the Board of Directors of the Company are PPL shareholders. As a
result, PPL controls the Company.



The transaction has therefore been accounted for as a reverse acquisition in accordance with
guidance provided in International Financial Reporting Standards (“IFRS”) 3 Business Combinations
and IFRS 10 Consolidated Financial Statements.

These interim consolidated financial statements include:

a. The assets and liabilities of PPL at their pre-acquisition carrying amounts as at June 30, 2013 and
expenses for the three months ended on that date

b. The assets and liabilities of Bontan as at June 30, 2013 and expenses from June 4, 2013 to June
30, 2013.

c. Warrants and stock option reserves of Bontan as part of the equity components as at June 30,
2013.

d. Share capital representing the total number of shares issued by the Company.

e. Value of the share capital on the date of acquisition was computed by adding to the value of the
share capital of PPL, the fair value of Bontan and adjusted to any exercise of warrants and options
during the three months ended June 30, 2013.

Fair value of consideration $2,869,815
Allocated to Shares issued $1,761,413
Warrants issued $1,108,402

f. Comparative figures are those of PPL.

The fair value of the consideration is determined based on the fair value of net assets acquired by
PPL , which was computed as $2,869,815.

The fair value was allocated as follows:

Cash $3,006,593
Office equipment and furniture 5,528
Other assets 153,721
Liabilities (296,027)
Fair value of consideration 2,869,815

3. BASIS OF PRESENTATION
€) Statement of Compliance and Basis of presentation

These Interim consolidated financial statements have been prepared in accordance with the
International Financial Reporting Standards (“IFRS”) issued by the International Accounting
Standards Board (“IASB”), IAS 34 Interim Financial Reporting. These financial statements do not
include all of the information required for full annual financial statements.

These consolidated financial statements have been prepared on a historical cost basis except for
certain assets, liabilities and equity which are measured at fair value as explained in the Notes to
these financial statements. In addition, these consolidated financial statements have been prepared
using the accrual basis of accounting, except for cash flow information.

The Company has no requirement to report on segments as it operates as only one segment.

These interim consolidated financial statements were approved and authorized for issue by the Audit
Committee on August 28, 2013.



(b) Consolidation
The consolidated financial statements include the accounts of the Company and,

a. 1843343 Ontario Inc., a wholly owned subsidiary incorporated in Ontario on January 31, 2011
which has no activity since its inception.1843343 Ontario Inc. changed its name to Portage
Services Ltd. effective July 11, 2013.

b. Portage Acquisition Inc., a wholly owned subsidiary incorporated on April 5, 2013 under the laws
of the BVI, as a BVI business company. On July 23, 2013, Portage Pharma Limited merged with
Portage Acquisition Inc. and the merged entity is known as Portage Acquisition Inc.

All inter-company balances and transactions have been eliminated on consolidation.

(c) Functional and presentation currency

On June 4, 2013, the Company did an analysis applying the primary and secondary indicators in IAS
21 and determined that, as a result of the reverse acquisition transaction discussed in Note 2 and
change of its jurisdiction to BVI , its economic circumstances have changed. The Company is
expected to incur substantially all expenses in US Dollars and expects future revenues in US Dollars.

The management therefore concluded that the US Dollar is the most appropriate functional currency
for all operations. The Company has also decided to change its presentation currency to the US
Dollar.

The effect of the above change in functional currency has been accounted for prospectively as
provided under IAS 21 the effect of changes in foreign exchange rates. Accordingly, all Non-US dollar
items were translated into US dollars using the exchange rate as of June 4, 2013. The resulting
translated amounts for non-monetary items were treated at their historical costs.

(d) Use of Estimates and judgments

The preparation of these interim consolidated financial statements in conformity with IFRS requires
management to make judgments, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, income and expenses. Actual results may
differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimates are revised and in any future periods
affected. Significant areas where estimation uncertainty and critical judgments are applied include
valuation of financial instruments, research and development costs, valuation of property, plant and
equipment, impairment losses, depletion and depreciation, and measurement of share- based
compensation.

4. SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out below have been applied consistently to all periods presented in
these consolidated financial statements, and have been applied consistently by the Company and its
subsidiaries.
Financial instruments
Financial assets
All financial assets are initially recorded at fair value and are designated upon inception into one of

the following four categories: held-to-maturity, available-for-sale, loans and receivables or at fair value
through profit or loss (“FVTPL").



Financial assets classified as FVTPL are measured at fair value with unrealized gains and losses
recognized through earnings. The Company’s cash is classified as FVTPL.

Financial assets classified as loans and receivables are measured at amortized cost. The Company’s
trade and other receivables are classified as loans and receivables.

Short term investments which consist of marketable securities are designated as “available-for-sale”
and are measured at fair value with unrealized gains and losses recorded in other comprehensive
income until the security is sold, or if an unrealized loss is considered other than temporary.

The purchase or sale of financial assets that require delivery of assets within a time frame established
by regulation or convention in the marketplace (regular way trades) are recognized on the settlement
date.

Common shares are classified as equity. Incremental costs directly attributable to the issue of
common shares and stock options are recognized as a deduction from equity, net of any tax effects.

Transactions costs associated with FVTPL financial assets are expensed as incurred, while
transaction costs associated with all other financial assets are included in the initial carrying amount
of the asset.

Financial liabilities

All financial liabilities are initially recorded at fair value and designated upon inception as FVTPL or
other financial liabilities.

Financial liabilities classified as other financial liabilities are initially recognized at fair value less
directly attributable transaction costs. After initial recognition, other financial liabilities are
subsequently measured at amortized cost using the effective interest method. The effective interest
method is a method of calculating the amortized cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash payments through the expected life of the financial liability, or, where
appropriate, a shorter period. The Company’s trade and other payables are classified as other
financial liabilities.

Impairment of financial assets

The Company assesses at each date of the statement of financial position whether a financial asset
is impaired.

Assets carried at amortized cost

If there is objective evidence that an impairment loss on assets carried at amortized cost has been
incurred, the amount of the loss is measured as the difference between the asset’s carrying amount
and the present value of estimated future cash flows discounted at the financial asset’s original
effective interest rate. The carrying amount of the asset is then reduced by the amount of the
impairment. The amount of the loss is recognized in profit or loss.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized, the previously
recognized impairment loss is reversed to the extent that the carrying value of the asset does not
exceed what the amortized cost would have been had the impairment not been recognized. Any
subsequent reversal of an impairment loss is recognized in profit or loss.
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In relation to trade receivables, a provision for impairment is made and an impairment loss is
recognized in profit and loss when there is objective evidence (such as the probability of insolvency or
significant financial difficulties of the debtor) that the Company will not be able to collect all of the
amounts due under the original terms of the invoice. The carrying amount of the receivable is reduced
through use of an allowance account. Impaired debts are written off against the allowance account
when they are assessed as uncollectible.

If an available-for-sale asset is impaired, an amount comprising the difference between its cost and
its current fair value, less any impairment loss previously recognized in profit or loss, is transferred
from equity to profit or loss. Reversals in respect of equity instruments classified as available-for-sale
are not recognized in profit or loss.

Foreign currency translation

The functional and presentation currency of the Company is the US dollar. Monetary assets and
liabilities are translated at exchange rates in effect at the balance sheet date. Non-monetary assets are
translated at exchange rates in effect when they were acquired. Revenue and expenses are translated
at the approximate average rate of exchange for the period, except that amortization is translated at the
rates used to translate related assets. Foreign currency differences arising on retranslation are
recognized in profit or loss.

Share-based payments

The Company accounts for share-based payments granted to directors, officers, employees and
consultants using the Black-Scholes option-pricing model to determine the fair value of the plan at the
grant date. An estimated forfeiture rate is incorporated into the fair value calculated and adjusted to
reflect the actual number of options that vest. Share-based payments are recorded and reflected as an
expense over the vesting period with a corresponding amount reflected in stock option reserve. At
exercise, the associated amounts previously recorded in the stock option reserve are transferred to the
common share capital.

The quoted market price of the Company’s shares on the date of issuance under any share- based plan
is considered as fair value of the shares issued.

Accounting for equity units

When the Company issues Units under a private placement comprising of common shares and
warrants, the Company follows the relative fair value method of accounting for warrants attached to and
issued with common shares of the Company. Under this method, the fair value of warrants issued is
estimated using a Black-Scholes option pricing model which is added to fair value of the common
shares determined using the stock price at the date of issuance and the percentage relative to the fair
values determined. The fair value of the common shares and the warrants are proportionately adjusted
to the net proceeds received. The fair value is then related to the total of the net proceeds received on
issuance of the common shares.

Loss per Share

Basic loss per share is calculated by dividing net loss (the numerator) by the weighted average number
of common shares outstanding (the denominator) during the period. Diluted loss per share reflects the
dilution that would occur if outstanding stock options and share purchase warrants were exercised or
converted into common shares using the treasury stock method and are calculated by dividing net loss
applicable to common shares by the sum of the weighted average number of common shares
outstanding and all additional common shares that would have been outstanding if potentially dilutive
common shares had been issued.
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The inclusion of the Company’s stock options and share purchase warrants in the computation of
diluted loss per share would have an anti-dilutive effect on loss per share and are therefore excluded
from the computation. Consequently, there is no difference between basic loss per share and diluted
loss per share.

Intangible assets
(1) Research and development

Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical
knowledge and understanding, is recognized in profit or loss as incurred.

Development activities involve a plan or design for the production of new or substantially improved
products and processes. Development expenditures are capitalized only if development costs can be
measured reliably, the product or process is technically and commercially feasible, future economic
benefits are probable, and the Company intends to and has sufficient resources to complete
development and to use or sell the asset. No development costs have been capitalized to date.
Research and development expenses include all direct and indirect operating expenses supporting
the products in development.

(i) Intangible assets

Intangible assets that are acquired separately and have finite useful lives are measured at cost less
accumulated amortization and accumulated impairment losses. Subsequent expenditures are
capitalized only when they increase the future economic benefits embodied in the specific asset to
which it relates. All other expenditures are recognized in profit or loss as incurred.

Costs incurred in obtaining a patent are capitalized and amortized on a straight-line basis over the
legal life of the respective patent, ranging from five to twenty years, or its economic life, if shorter.
Costs incurred in obtaining a trademark are capitalized and amortized on a straight-line basis over the
legal life of the respective trademark, being ten years, or its economic life, if shorter. Costs incurred in
obtaining a customer list are capitalized and amortized on a straight-line basis over its estimated
economic life of approximately ten years.

Costs incurred in successfully obtaining a patent, trademark or customer list are measured at cost
less accumulated amortization and accumulated impairment losses. The cost of servicing the
Company's patents and trademarks are expensed as incurred.

(iii) Subsequent expenditure

Subsequent expenditure is capitalized only when it increases the future economic benefits embodied
in the specific asset to which it relates. All other expenditures are recognized in profit or loss as
incurred.

(iv) Clinical trial expenses:

Clinical trial expenses are a component of the Company’s research and development costs. These
expenses include fees paid to contract research organizations, clinical sites, and other organizations
who conduct development activities on the Company’s behalf. The amount of clinical trial expenses
recognized in a period related to clinical agreements are based on estimates of the work performed
using an accrual basis of accounting. These estimates incorporate factors such as patient enrolment,
services provided, contractual terms, and prior experience with similar contracts

Goodwill

Goodwill represents the excess of the purchase price over the fair values of the net assets of entities
acquired at their respective dates of acquisition. Goodwill is carried at cost less accumulated
impairment losses. Goodwill is allocated to each cash-generating unit (“CGU”) or group of CGUs that
are expected to benefit from the related business combination.

12



Business Combinations

The Company applies the acquisition method to account for all acquired businesses, whereby the
identifiable assets acquired and the liabilities assumed are measured at their acquisition-date fair
values (with few exceptions as required by IFRS 3 Business Combinations).

The consideration transferred in a business combination is measured at fair value, which is calculated
as the sum of the acquisition-date fair values of the assets transferred, the liabilities incurred and the
equity interests issued by the Company.

Acquisition-related costs (e.g. finder’s fees, consulting fees, administrative costs, etc.) are recognized
as expenses in the periods in which the costs are incurred and the services are received.

On acquisition date, goodwill is measured as the excess of the aggregate of consideration
transferred, any non-controlling interests in the acquiree, and acquisition-date fair value of the
Company's previously held equity interest in the acquiree (if business combination achieved in
stages) over the net of the acquisition-date amounts of the identifiable assets acquired and the
liabilities assumed.

If, after appropriate reassessment, the amount as calculated above is negative, it is recognized
immediately in profit or loss as a bargain purchase gain.

At acquisition date, non-controlling interests in the acquiree that are present ownership interests and
entitle their holders to a proportionate share of the entity's net assets in the event of liquidation are
measured at either fair value or the present ownership instruments’ proportionate share in the
recognized amounts of the acquiree's identifiable net assets. This choice of measurement is made
separately for each business combination. Other components of non-controlling interests are
measured at their acquisition-date fair values, unless otherwise required by IFRS.

The acquisition-date fair value of any contingent consideration is recognized as part of the
consideration transferred by the Company in exchange for the acquiree. Changes in the fair value of
contingent consideration that result from additional information obtained during the measurement
period (maximum one year from the acquisition date) about facts and circumstances that existed at
the acquisition date are adjusted retrospectively against goodwill.

In a business combination achieved in stages, the Company remeasures its previously held equity
interest in the acquiree at its acquisition-date fair value and any resulting gain or loss is recognized in
profit or loss. If any, changes in the value of the Company’s equity interest in the acquiree that have
been previously recognized in other comprehensive income are reclassified to profit or loss, if
appropriate had that interest been disposed of directly.

Determination of fair value

A number of the Company’s accounting policies and disclosures required the determination of fair
value, both for financial and non-financial assets and liabilities. Fair values have been determined for
measurement and/or disclosure purposes based on the following methods. When applicable, further
information about the assumptions made in determining fair values is disclosed in the notes specific
to that asset or liability.

a) Property, plant and equipment are recognized at fair value in a business combination. The
fair value of property, plant and equipment is the estimated amount for which the property, plant and
equipment could be exchanged on the acquisition date between a willing buyer and a willing seller in
an arm’s length transaction after proper marketing wherein the parties had each acted
knowledgeably, prudently and without compulsion. The fair value of oil and natural gas interests
(included in property, plant and equipment) is estimated with reference to the discounted cash flows
expected to be derived from oil and gas production based on externally prepared reserve reports.
The risk-adjusted discount rate is specific to the asset with reference to general market conditions,
being 10% for fiscal 2013 (2012 — 10%).
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The market value of other items of property, plant and equipment is based on the quoted market
prices for similar items.

b) The fair value of cash and cash equivalents, accounts receivable and accruals and accounts
payable and accruals is estimated as the present value of future cash flows, discounted at the
market rate of interest at the reporting date. At March 31, 2013 and 2012 the fair value of these
balances approximated their carrying value due to their short term to maturity.

C) The fair value of stock options is measured using a Black Scholes option pricing model.
Measurement inputs include share price on measurement date, exercise price of the instrument,
expected volatility (based on weighted average historic volatility adjusted for changes expected due
to publicly available information), weighted average expected life of the instruments (based on
historical experience and general option holder behavior), expected dividends, and the risk-free
interest rate (based on government bonds).

Accounting Standards and Interpretations Adopted in fiscal 2014

On April 1, 2013 the Company adopted the following standards and amendments to existing
standards:

IFRS 10, Consolidated Financial Statements (“IFRS 10”) replaces consolidation requirements in IAS
27 “Consolidated and Separate Financial Statements” and Standing Interpretation Committee
Interpretation 12, Consolidation — Special Purpose Entities (“SIC-12”). IFRS 10 provides a revised
definition of control so that a single control model can be applied to all entities for consolidation
purposes.

IFRS 11, Joint Arrangements (“IFRS 11”) replaces IAS 31, Interests in Joint Ventures and SIC-13,
Jointly Controlled Entities — Non-Monetary Contributions by Ventures, and requires a single method
to account for interests in jointly controlled entities.

IFRS 12, Disclosure of Interests in Other Entities (“IFRS 12”) establishes enhanced disclosure
requirements about an entity’s interests in consolidated and unconsolidated entities, such as
subsidiaries, joint arrangements, associates, and unconsolidated structured entities (special purpose
entities).

IFRS 13, Fair Value Measurements (“IFRS 13”) establishes a single source of guidance for all fair
value measurements required by other IFRS; clarifies the definition of fair value; and enhances
disclosure about fair value measurements. IFRS 13 applies when other IFRS require or permit fair
value disclosure. IFRS 13 specifies how we should measure fair value and disclose fair value
information. It does not specify when an entity should measure an asset, a liability or its own equity
instrument at fair value.

Amendments to IAS 1, Presentation of Financial Statements, require entities to group items within
other comprehensive income that may be reclassified to net income.

The standards and amendments listed above did not have a significant impact on the Company’s
financial statements.

New standards and interpretations not yet adopted
Standards issued but not yet effective up to the date of issuance of the Company‘s consolidated
financial statements are listed below. This listing is of standards and interpretations issued which the

Company reasonably expects to be applicable at a future date. The Company intends to adopt those
standards when they become effective.
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IFRS 9 - Financial Instruments

The IASB intends to replace IAS 39, Financial Instruments: Recognition and Measurements, with
IFRS 9, Financial Instruments. IFRS 9 will be published in six phases, of which the first phase has
been published.

For financial assets, IFRS 9 uses a single approach to determine whether a financial asset is
measured at amortized cost or fair value, and replaces the multiple rules in IAS 39. The approach in
IFRS 9 is based on how an entity manages its financial instruments in the context of its business
model and the contractual cash flow characteristics of the financial assets. The new standard also
requires a single impairment method to be used. For financial liabilities, the approach to the fair value
option may require different accounting for changes to the fair value of a financial liability as a result
of changes to an entity’s own credit risk.

IFRS 9 is effective for annual periods beginning on April 1, 2015, but is available for early adoption.
The Company has yet to assess the full impact of IFRS 9.

IAS 32 (Amendment) — Financial Instruments

The amendment relates to offsetting financial assets and financial liabilities and is effective for
periods beginning on or after April 1, 2014. The Company has yet to assess the full impact of IFRS 9.

5. CAPITAL STOCK

(&) Authorized: Unlimited number of common shares

(b) Issued
Common
Shares Amount
Balance at April 1, 2012 78,714,076
Issued under Consultant Stock Compensation Plan 3,045,000
Issued on incorporation of PPL 503,495
Balance at March 31, 2013 81,759,076 $503,495
Issued on acquisition of PPL (Note 2) 81,759,076 1,761,413

Issued for financial advisory services in connection with the acquisition of

PPL (Note 2) 9,811,091 3,826,325

Exercise of warrants 950,000 125,000
Exercise of options 1,996,547 299,482
Balance at June 30, 2013 176,275,790 $6,515,715

(¢) As at June 30, 2013, the Company had the following active Consultant Stock Compensation

Plans:
Registered Issued to . Balance at
re I?:ttfat()i{)n* shares March 31, Asl a;(ﬁ%m Issued Can((:it)elled June 30,
9 under Plan 2012 ' 2013
2011 Plan 11-Apr-11 6,000,000 (938,333) 5,061,667 - 5,061,667

*  Registered with the Securities and Exchange Commission of the United States of America
(SEC) as required under the Securities Act of 1933.
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6. STOCK OPTION PLANS

(&) The following is a summary of all Stock Option Plans as at June 30, 2013:

(b)

Date of Registration A%ggo Juzl())/oiz, Dec. 5, 2005 Dec. 5, 2005 Total

Registered * 3,000,000 2,500,000 1,100,000 1,000,000 7,600,000
Issued 3,000,000 2,500,000 1,100,000 1,000,000 7,600,000
Outstanding, April 1, 2013 1,730,000 1,945,000 1,100,000 610,000 5,385,000
Excercised (482,100) (1,514,447) (1,996,547)
Outstanding, June 30, 1,247,900 430,553 1,100,000 610,000 3,388,453

2013

*Registered with the Securities and Exchange Commission of the United States of America (SEC)
as required under the Securities Act of 1933.

All outstanding options were fully vested on the dates of their grant.

The weighted average exercise price of the outstanding stock options was US$0.18 as at June
30, 2013 and weighted average remaining contractual life was approximately 1 year.

The options can be exercised at any time after vesting within the exercise period in accordance with
the applicable option agreement. The exercise price was more than the market price on the date of
the grants for 560,000 options and less than the market price for the balance of 4,825,000 options.

7. WARRANTS

(i)

(ii)

The Company issued 71.4 million warrants to nine shareholders of PPL as per the terms of the
Share Exchange Agreement as explained in Note 2. These warrants are convertible into equal
number of common shares at an exercise price of $0.29 per warrant and expire within two

years of their issuance.

The fair value of these warrants has been estimated using a Black-Scholes option pricing
model with the following assumptions:

Risk free interest rate
Expected dividend
Expected volatility
Expected life

Market price

1%

nil
137.71%
730 days
US$0.39

The fair value of the warrants as per the Black-Scholes option pricing model amounted to
$20,064,888 using the relative fair value method, an amount of $1,108,402 for warrants
issued has been accounted for as the value of warrants.

Details of weighted average remaining life of the warrants granted and outstanding are as

follows:

June 30, 2013
Warrants outstanding & exercisable

Weighted average

Exercise price in US$ Number remaining contractual
life (years)
0.10 9,650,000 0.75
0.25 12,646,420 0.75
0.29 71,456,420 1.93
0.35 42,825,000 1.68
0.29 136,577,840 1.65
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8.

10.

LOSS PER SHARE

Weighted average number of shares issued and outstanding for the purpose of computing loss per
share were 129,017,433 calculated as per IFRS 3 as follows:

Number of shares outstanding for the period from April 1, 2013 to June 4, 2013-
the date of the reverse acquisition — which is the number of Shares issued by
Bontan (Accounting acquire and legal acquirer) to the shareholders of PPL

(Accounting acquirer and legal acquire) 81,759,076
Average number of issued and outstanding shares between June 4, 2013 and

June 30, 2013 176,275,790
Simple average of the above 129,017,433

The Company had approximately 137 million warrants and 3 million options which were not exercised
as at June 30, 2013. Inclusion of these warrants and options in the computation of diluted loss per
share would have an anti-dilutive effect on the loss per share and are therefore excluded from the
computation. Consequently, there is no difference between loss per share and diluted loss per share.

. COMMITMENTS AND CONTINGENT LIABILITIES

(&) The Company entered into a consulting contract with Mr Kam Shah, the Chief Executive Officer
and Chief Financial Officer on April 1, 2005 for a five-year term. This term was extended by
another five years to March 31, 2015 by the audit committee on April 1, 2010. Mr Shah’s monthly
fee is $15,000 plus taxes. Further, the contract provides for a lump sum compensation of
US$250,000 for early termination of the contract without cause. The contract also provides for
entittement to stock compensation and stock options under appropriate plans as may be decided
by the board of directors from time to time.

(b) Under the terms of the Licence Agreement dated January 25, 2013, the Company’s subsidiary is
required to reimburse to the Licensor, Trojan Technologies Limited, 50% of all maintenance
costs of the US Patent # 7,968,512 and to pay royalties of 3% on Net Receipts from sales of the
Licensed Product and 5% on Net Receipts from third parties in respect of development or other
exploitation of Licensed Intellectual Property and/or Licensed Products up to a maximum of $ 30
million. Total amount that may be payable in future under the terms of the Agreement cannot be
reasonably estimated at this time.

(c) PPL has 32,043 outstanding options held by two consultants entitling them to acquire 7% equity
interest in PPL at an exercise price of $1.10 per option. The options are to be vested over two
years by March 31, 2016 and are valid for five years from the date of grant. None of the options
have so far been exercised.

RELATED PARTY TRANSACTIONS

Transactions with related parties are incurred in the normal course of business and are measured at
the exchange amount, which is the amount of consideration established and agreed to between the
related parties. Related party transactions and balances have been listed below, unless they have
been disclosed elsewhere in the consolidated financial statements.

(i) Business expenses of $2,941 were reimbursed to directors of the Company.
(i) Consulting fees include cash fee paid to key management for services of $14,658.
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11. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The Company’s financial instruments recognized in the balance sheet consist of the following:

June 30, 2013 March 31, 2013
Carrying Fair value Carrying Fair value
value value

Financial assets

Cash 3,697,871 3,697,871 190,960 190,960
Other receivable 63,269 63,269 295,441 295,441
Financial liabilities

Accounts payable and accrued liabilities 170,138 170,138 12,392 12,392

Fair value estimates are made at a specific point in time, based on relevant market information and
information about financial instruments. These estimates are subject to and involve uncertainties and
matters of significant judgment, therefore cannot be determined with precision. Changes in
assumptions could significantly affect the estimates.

A summary of the Company’s risk exposures as it relates to financial instruments are reflected below:
a) Fair value of financial instruments

The Company’s financial assets and liabilities are comprised of cash, amounts receivable, prepaid
expenses, accounts payable and accrued liabilities.

The Company classifies the fair value of these transactions according to the following fair value
hierarchy based on the amount of observable inputs used to value the instrument:

* Level 1 —Values are based on unadjusted quoted prices available in active markets for identical
assets or liabilities as of the reporting date.

* Level 2 —Values are based on inputs, including quoted forward prices for commodities, time
value and volatility factors, which can be substantially observed or corroborated in the
marketplace. Prices in Level 2 are either directly or indirectly observable as of the reporting date.

* Level 3 —Values are based on prices or valuation techniques that are not based on observable
market data.

Assessment of the significance of a particular input to the fair value measurement requires judgment
and may affect the placement within the fair value hierarchy.

The Company’s financial instruments are exposed to certain financial risks: credit risk, liquidity risk,
other price risk and market risk.

b) Creditrisk

Credit risk is the risk of loss associated with a counter-party’s inability to fulfill its payment obligations.
The credit risk is attributable to various financial instruments, as noted below. The credit risk is limited
to the carrying value amount carried on the statement of financial position.

a. Cash- Cash is held with a major international financial institution in Canada and therefore the risk
of loss is minimal. However, the Company does have a concentration risk since all funds are held
with one bank.

b. Other receivable — The Company is not exposed to major credit risk attributable to customers. A
significant portion of this amount is due from the Canadian government.
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c) Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in satisfying financial obligations as
they become due.

The Company’s approach to managing liquidity is to ensure, as far as possible, that it will have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions without
incurring unacceptable losses or risking harm to the Company’s reputation. The Company holds
sufficient cash to satisfy obligations under accounts payable and accruals.

The Company monitors its liquidity position regularly to assess whether it has the funds necessary to
take care of its operating needs and needs for investing in new projects. The company has changed
its business focus to biotechnology as explained in Note 1. The Company believes that its existing
cash will allow it to finance the drug development work apart from meeting its operational needs for at
least another year. However, the exact need for additional cash cannot be reasonably ascertained at
this stage. Should the Company require further funding, it intends to secure it through equity
financing.

However, as a biotech company at an early stage of development and without significant internally
generated cash flows, there are inherent liquidity risks, including the possibility that additional
financing may not be available to the Company, or that actual drug development expenditures may
exceed those planned. The current uncertainty in global markets could have an impact on the
Company’s future ability to access capital on terms that are acceptable to the Company. There can
be no assurance that required financing will be available to the Company.

12. CAPITAL DISCLOSURES

The Company considers the items included in Shareholders’ Equity as capital. The Company had
payables of approximately $ 0.2 million as at June 30, 2013 and current assets, mostly in cash, of
approximately $3.8 million. The Company’s objectives when managing capital are to safeguard the
Company’s ability to continue as a going concern in order to pursue new business opportunities and
to maintain a flexible capital structure which optimizes the costs of capital at an acceptable risk.

The Company manages the capital structure and makes adjustments to it in light of changes in
economic conditions and the risk characteristics of the underlying assets. To maintain or adjust the
capital structure, the Company may attempt to issue new shares, issue new debt, acquire or dispose
of assets or adjust the amount of cash.

As at June 30, 2013, the shareholders’ equity was approximately $ 3.6 million, all of it was held in the
form of cash.

The Company is not subject to any externally imposed capital requirements and does not presently

utilize any quantitative measures to monitor its capital. There have been no changes to the
Company'’s approach to capital management during the period ended June 30, 2013.
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