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M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)

Interim Consolidated Statement of Financial Position (Unaudited)

As at

Notes September 30, December 31,
(In Canadian Dollars) 2015 2014
$ $
ASSETS
Current Assets
Cash and cash equivalents 2,509 41,266
Accounts receivable - 334
Sales tax receivable 10,569 4,873
Prepaid expenses and deposits 29,019 35,656
Investments 7 - 240,000
Total Current Assets 42,097 322,129
Assets held for sale 11 - 180,000
Non-current Assets
Intangible Assets 8 2,299,737 -
Total Assets 2,341,834 502,129
LIABILITIES AND SHAREHOLDERS' EQUITY
Current Liabilities
Accounts payable and accrued liabilities 807,008 458,800
Decommissioning obligation 11 - 180,000
Total Current Liabilities 807,008 638,800
Promissory notes payable 10 365,925 66,907
Total Liabilities 1,172,933 705,707
Shareholders' Equity
Share capital 5(b) 44,438,102 40,969,783
Contributed surplus 8,231,930 8,231,930
Accumulated other comprehensive income (105,072) (50,000)
Deficit (51,396,060) (49,355,291)
Total Shareholders’ Equity 1,168,901 (203,578)
Total Liabilities and Shareholders’ Equity 2,341,834 502,129
Going concern (Note 2)
Commitments and contingencies (Note 9)
Subsequent events (Note 14)
Director Director
“Signed” “Signed”
Rick Skeith George Tsafalas

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



M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)

Interim Consolidated Statement of Comprehensive Loss (Unaudited)
For three and nine months ended September 30, 2015

Nine Months Nine Months  Three Months  Three Months

Ended Ended Ended Ended
September 30, September 30, September 30, September 30,
(In Canadian Dollars) Notes 2015 2014 2015 2014
$ $
Expenses
Professional fees 442,025 225,042 29,071 88,442
General and
administrative 325,919 34,693 118,555 7,876
Travel and promotion 112,437 22,341 17,514 1,241
Consulting fees 6 982,974 440,010 434,590 107,789
(Loss) before the following
items (1,863,356) (722,086) (599,731) (205,348)
Write-off of accounts
payable and accrued
liabilities - 141,292 - (40,804)
Impairment of exploration
and evaluation assets (6,140) - - -
Interest expense 10 (71,274) (79,713) (6,908) (18,538)
Other Income - 26,000 - 26,000
Net (loss) for the period (1,940,769) (634,508) (606,638) (238,690)
Other comprehensive loss,
net of tax
Fair value loss on
investments (155,072) - (132,307) -
Total comprehensive loss (2,095,841) (634,508) (738,945) (238,690)
Net (loss) per share - basic
& diluted 13 (0.05) (0.14) (0.03) (0.03)
Weighted average number of
shares - basic & diluted 44,222,434 4,537,008 26,734,766 7,826,676

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



M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)

Interim Consolidated Statement of Changes in Equity (Unaudited)

As at

Share capital

Accumulated

other
Number of Contributed comprehensive Total
Notes shares* Amount surplus income Deficit equity
$ $ $ $ $

Balance at December 31, 2013 (Restated) 2,261,679 39,681,247 8,191,930 - (49,005,867) (1,132,690)
Common shares issued for private
placement 5(b) 5,504,998 1,200,000 - - - 1,200,000
Common shares issued for debt and
warrant issue 300,000 103,000 40,000 - - 143,000
Subscription received - 23,800 - - - 23,800
Finder’s fees - (38,264) - - - (38,264)
Fair value loss on investment (50,000) (50,000)
Loss for the period 1 - - - (349,424) (349,424)
Balance at December 31, 2014 8,066,678 40,969,783 8,231,930 (50,000)  (49,355,291) (203,578)
Common shares issued for private
placement 5(b) 5,400,000 1,080,000 - - - 1,080,000
Common shares issued for debt
issue 2,494,014 405,522 - - - 405,522
Common shares issued for consulting
contract 2,000,000 165,000 - - - 165,000
Common shares issued for M
Diagnostics Inc. acquisition 806,667 282,333 - - - 282,333
Common shares issued for RX Global
Capital Inc. acquisition (FMV $0.16) 9,522,400 1,523,574 - - - 1,523,584
Common shares issued for TriMtec
Biomedical Inc. acquisition (FMV -
$0.20) 1,000 200 - - 200
Common shares issued for warrant
Exercise (FMV $0.13) 400,000 52,000 - - - 52,000



M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)
Interim Consolidated Statement of Changes in Equity (Unaudited)

As at

Finder’s fees - (40,320) - - - (40,320)
Fair value loss on investment (155,072) (155,072)
Loss for the period - (1,940,769) (1,940,769)
Balance at September 30, 2015 26,690,759 44,438,102 8,231,930 (205,072)  (51,296,060) 1,168,901

* Post Consolidated
The accompanying notes are an integral part of these interim financial statements.



M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)
Interim Consolidated Statement of Cash Flows (Unaudited)

For the nine months ended September 30, 2015

(In Canadian Dollars) Notes 2015 2014
$ $
Cash and cash equivalents provided by (used in):
Operating Activities
Net (loss) for the year (2,095,841) (634,508)
Adjustments for items not affecting cash
Other income 19,018 17,213
Accretion and accrued interest - (26,000)
Changes in non-cash components of working capital
Sales tax receivable (5,696) 9,873
Accounts receivable 334 2,247
Prepaid expenses 6,637 (34,848)
Accounts payable and accrued liabilities 990,292 (129,896)
(1,085,256) (795,919)
Financing Activities
Issue of common shares 5(b) 1,080,000 1,223,800
Share issue costs (40,320) (61,929)
Proceeds received from loan 110,800 -
Issue (repayment) of promissory note - (200,000)
1,150,480 961,871
Investing Activities
M Diagnostics acquisition (188,910) -
Acquisition of intangible - -
Proceeds on sale of investments 7 84,928 -
(192,970) -
(Decrease) increase in cash and cash equivalents (38,757) 165,952
Cash and cash equivalents, beginning of the period 41,266 49,959
Cash and cash equivalents, end of the period 2,509 215,911




M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)

Notes to Interim Consolidated Financial Statements (Unaudited)
For the nine months ended September 30, 2015

1. General information

M Pharmaceutical Inc. (“the Company”) is a clinical-stage company developing innovative technologies for
the monitoring and treatment of obesity, diabetes, and other gastroenterological indications. The Company
was incorporated on March 11, 2003 under the laws of the Province of Ontario. On November 26, 2014,
the Company was continued into the Province of Alberta from Ontario. The address of the head office is
suite 430-580 Hornby Street, Vancouver, BC V6C 3B6.

2. Going concern

The ability of the Company to realize its business plan and continue operations is dependent upon the
Company being able to commercialize a product for sale, to finance research, development and
commercialization costs and compete in a competitive marketplace for diabetes monitoring products.
Although the Company believes it will be successful, there is no guarantee the Company will produce a
product that is marketable or obtains consumer acceptance.

These interim consolidated financial statements have been prepared on the basis of accounting principles
applicable to a going concern. Accordingly, they do not give effect to adjustments that would be necessary
should the Company be unable to continue as a going concern and therefore be required to realize its
assets and liquidate its liabilities and commitments in other than the normal course of business and at
amounts different from those in the accompanying financial statements. Such adjustments could be
material. The Company has a need for financing working capital, product development, marketing and
sales. Because of continuing operating losses, the Company's continuance as a going concern is
dependent upon its ability to obtain adequate financing and to reach profitable levels of operations. It is not
possible to accurately predict whether present financing efforts will be successful or if the Company will
attain profitable levels of operations. The Company will periodically have to raise funds to continue
operations and, although it has been successful in doing so in the past, there is no assurance it will be able
to do so in the future. These conditions raise significant doubt about its ability to continue as a going
concern.

3. Basis of preparation

Basis of measurement

These interim consolidated financial statements were prepared on a going concern basis, under the
historical cost convention, as modified by the measurement at fair value of certain financial assets and
financial liabilities. Share options and share awards granted to employees and third parties are recognized
at fair value at the date of grant.

Statement of compliance

The interim consolidated financial statements for the nine months ended September 30, 2015, including
comparatives, have been prepared in accordance with IAS 34 “Interim Financial Reporting" (IAS 34). They
do not include all of the information required in annual financial statements in accordance with IFRSs, and
should be read in conjunction with the consolidated financial statements for the year ended December 31,
2014. The accounting policies set out below have been applied consistently to all periods presented in
these financial statements.



M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)

Notes to Interim Consolidated Financial Statements (Unaudited)
For the nine months ended September 30, 2015

The interim consolidated financial statements were authorized for issue by the Board of Directors on
November 23, 2015.

Use of estimates and judgments

The preparation of interim consolidated financial statements in conformity with IFRS requires management
to make judgments, estimates and assumptions that affect the reported amounts of assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results may vary significantly 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 period affected.

Functional and presentation currency

These interim consolidated financial statements are presented in Canadian dollars, which is the Company’s
functional and presentation currency.

Adoption of New and Revised Reporting Standards

The Company adopted all new and revised standards issued by the International Accounting Standards
Board (“IASB”) and the International Financial Reporting Interpretations Committee (“IFRIC”) of the IASB
effective for periods beginning on or before January 1, 2015, being amendments related to the Annual
Improvements to IFRSs 2010-2012 and 2011-2013 Cycles. The amendments related to the Annual
Improvements Cycles clarified standards already in effect and did not impact the Company’s interim
financial position, results of operations or disclosures.

The Company did not adopt any new or revised standards in advance of their effective dates.
4. Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its wholly
owned subsidiaries M Diagnostics Inc., RX Global Capital Inc. and TriMtec Biomedical Inc. as at September
30, 2015.

The companies are collectively referred to as the “Group”. All significant intercompany balances and
transactions have been eliminated upon consolidation. Changes in the Group’s interest in a subsidiary that
do not result in a loss of control are accounted for as transactions with owners in their capacity as owners.
No gain or loss is recognized in profit or loss.

For consolidation purposes, control is achieved when the Company is exposed, or has rights, to variable
returns from its involvement with the investee and has the ability to affect those returns through its power
over the investee.

Specifically, the Company controls an investee if, and only if, the Company has:

o0 Power over the investee (i.e., existing rights that give it the current ability to direct the relevant
activities of the investee);

0 Exposure, or rights, to variable returns from its involvement with the investee;
0 The ability to use its power over the investee to affect its returns

Generally, there is a presumption that a majority of voting rights result in control. To support this
presumption and when the Company has less than a majority of the voting or similar rights of an investee,



M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)

Notes to Interim Consolidated Financial Statements (Unaudited)
For the nine months ended September 30, 2015

the Company considers all relevant facts and circumstances in assessing whether it has power over an
investee, including:

0 The contractual arrangement with the other vote holders of the investee
0 Rights arising from other contractual arrangements
0 The Company’s voting rights and potential voting rights

The Company re-assesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control. Consolidation of a subsidiary begins
when the Company obtains control over the subsidiary and ceases when the Company loses control of the
subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the
period are included in the consolidated financial statements from the date the Company gains control until
the date the Company ceases to control the subsidiary.

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders
of the parent of the Company and to the non-controlling interests, even if this results in the non-controlling
interests having a deficit balance. When necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with the Company’s accounting policies. All intra-
group assets and liabilities, equity, income, expenses and cash flows relating to transactions between
members of the Company are eliminated in full on consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity
transaction.

If the Company loses control over a subsidiary, it derecognises the related assets (including goodwill if
any), liabilities, non-controlling interest and other components of equity while any resultant gain or loss is
recognised in profit or loss. Any investment retained is recognised at fair value.

5.  Share capital

(a) Authorised

Unlimited number of common voting shares. The common shares do not have a par or stated value. All
issued common shares are fully paid.

(b) Issued common shares

Number of $
Shares (Post
consolidation)

At December 31, 2013 (Restated) 2,261,679 39,681,247
Common shares issued for debt 300,000 103,000
Receipt of subscription receivable - 23,800
Common shares issued for cash 5,504,999 1,200,000
Share issue costs - (38,264)
At December 31, 2014 8,066,678 40,969,783




M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)

Notes to Interim Consolidated Financial Statements (Unaudited)
For the nine months ended September 30, 2015

Common shares issued to M Diagnostics Inc. shareholders 806,667 282,333
Common shares issued RX Global Capital Inc. shareholders 9,522,400 1,523,584
Common shares issued for cash 5,400,000 1,080,000
Common shares issued for debt 2,124,814 361,218
Common shares issued TriMtec Biomedical Inc. shareholders 1,000 200
Common shares issued for debt 369,200 44,304
Common shares issued for executive contract 2,000,000 165,000
Common shares issued for warrant exercise 400,000 52,000
Share issue costs - (40,320)
At September 30, 2015 26,690,759 44,438,102

On February 26, 2014, the Company issued 330,000 common share units at a price of $0.50 per
common share for gross proceeds of $165,000. Each unit consists of one common share and one
common share purchase warrant. Each warrant is exercisable for 2 years from closing at an exercise
price of $0.70 per common share.

On June 18, 2014, the Company completed a non-brokered private placement and raised gross
proceeds $1,035,000 by issuing 5,174,998 units at $0.20 each. Each unit consisted of one common
share and one common share purchase warrant. Each warrant is exercisable for 2 years from closing
at an exercise price of $0.50 per common share. The Company used the proceeds from this financing
for general working capital. The Company paid $31,427 finder's fees to those assisting it in completing
this financing in the amount of 8% cash.

On June 20, 2014, the Company issued 60,000 common shares at a price of $0.50 per common share
for gross proceeds of $30,000 for debt. On July 2, 2014, the Company issued 40,000 common shares
at a price of $0.50 per common share in payment of finder's fees total amount $20,000.

On July 24, 2014, 200,000 units with a value of $60,000 were issued to reduce promissory notes from
$385,000 to $85,000. On July 17, 2014 $200,000 of cash was paid. Each unit consists of one common
share and one half of a share purchase warrant. Each warrant is exercisable for 3 years from closing
at an exercise price of $0.50 per common share. The 100,000 warrants were attributed a value of
$40,000 based on the Company’s share price on the date the warrants were issued using the Black
Scholes model. The shares were settled in the agreement at a price of $0.40 per share. When the
200,000 shares were issued, they were attributed a value of $60,000 based on the Company’s share
price on July 24, 2014. As a result, a gain of $20,000 has been recognized.

On February 19, 2015, the Company issued 806,667 common shares of the Company’s common stock
to the shareholders of M Diagnostics Inc. for acquisition of license technology relating to the diabetes
monitoring devices.

In February 2015, the Company completed a private placement and raised gross proceeds of
$1,080,000 by issuing 5,400,000 shares at $0.20 per unit. Each unit consisted of one common share
and one common share purchase warrant. Each warrant is exercisable for 2 years from closing at an
exercise price of $0.50 per common share.

During February 2015, the Company issued 110,600 finder’'s warrants. Further to the letter of intent, the
Company issued 806,668 common shares of the Company’s common stock (the “Acquisition Shares”)
and made a cash payment of US$150,000 to the former shareholders of M Diagnostics Inc.

In April 2015, the Company closed the acquisition and issued a total of 9,522,400 common shares at a



M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)

Notes to Interim Consolidated Financial Statements (Unaudited)
For the nine months ended September 30, 2015

deemed price of $0.25 per share (FMV $0.16), including 3,500,000 shares pursuant to the license
agreement. The 3,500,000 shares are subject to a 3 year escrow agreement, with 10% of the escrowed
shares being immediately releasable, and the balance being released in equal tranches every six
months thereafter. The Company also issued 5,664,000 replacement warrants, exercisable at $0.25 per
warrant expiring on February 10, 2020.

On April 16 2015, the Company consolidated its common shares on the basis of ten old common
shares for one new common share. The consolidation was approved by shareholders at a special
meeting of the Company held on October 10, 2014 and was approved by the Canadian Securities
Exchange ("CSE") in April 2015. The consolidation was intended to better position the Company for
institutional investors seeking growth opportunities in the life sciences industry.

On May 8, 2015, the Company issued 2,124,814 common shares to consultants and other service
providers pursuant to contractual arrangements, and to settle certain debts of the Company owed to
insiders and consultants at a deemed price of $0.17 per share in aggregate $361,218.

On July 14, 2015, the Company issued 1,000 common shares. The common shares are being issued
pursuant to the acquisition of Trimtec Biomedical Inc. at $0.20 per common share.

On July 16, 2015, the Company issued 369,200 common shares. The common shares are being issued
pursuant to settlement of debt owing by the Company to a related party at $0.12 per common share.

On September 15, 2015, the Company issued 2,000,000 common shares. The common shares are
being issued pursuant to the executive consulting contract owing by the Company at a deemed
$0.0825 per common share.

On September 15, 2015, the Company issued 400,000 common shares. The common shares are being
issued pursuant to a warrant exercise of $0.13 per common share.

(c) Issued common share purchase warrants

A summary of the changes in the Company’s share purchase warrants during the nine months ended
September 30, 2015 and September 30, 2014 (post consolidated) are as follows:

Weighted

Number of Average

Warrants (Post Exercise

Consolidated) Price

Balance, December 31, 2013 1,164,000 $ 0.70
Issued 5,604,998 § 0.50
Expired (60,000) $ 5.00
Balance, September 30, 2014 and December 31, 2014 6,708,998 $ 0.05
Issued 5,510,600 $ 0.50
Issued 806,667 $ 0.75
Issued 5,664,000 $ 0.25

10



M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)

Notes to Interim Consolidated Financial Statements (Unaudited)
For the nine months ended September 30, 2015

Expired (1,104,000) $ 0.50

Balance, September 30, 2015 17,586,265 $ 0.43

As at September 30, 2015, the following common share purchase warrants were outstanding:

Expiry date Exercise Price Warrants
February 25, 2016 0.50 330,000
June 18, 2016 0.50 5,174,998
July 24, 2017 0.50 100,000
February 6, 2017 0.50 4,375,000
February 6, 2016 0.50 110,600
February 13, 2017 0.50 1,025,000
February 20, 2016 0.75 806,667
February 7, 2017 0.25 5,664,000
17,586,265

6. Related party transactions

The following is a summary of the Company’s related party transactions during the period:
(a) Key Management compensation consists of:
(i) Consulting fees

During the nine month period ended September 30, 2015, the Company accrued total consulting
fees to the directors and to the director's companies for $83,400 (2014 - $292,980) of which
$47,476 (2014 - $143,550) is owed at period end.

During the nine month period ended September 30, 2015, the Company accrued total consulting
fees to the Management and to Management’s companies for $301,991 (2014 - $6,480). A balance
of $53,898 (2014 - $Nil) is owed at period end.

(i) Accounting fees

During the nine month period ended September 30, 2015, the Company accrued and paid total
accounting fees to the Management’s company for $17,000 (2014 — 29,700).

(iii) Legal and Professional fees

During the nine month period ended September 30, 2015, the Company accrued and paid total
legal and professional fees to a director's company for $175,594 (2014 - $Nil). A balance of
$342,874 (2014 - $Nil) is owed at period end.

(iv) Licensing fees

11



M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)

Notes to Interim Consolidated Financial Statements (Unaudited)
For the nine months ended September 30, 2015

Martin Mintchev, as inventor of certain technologies held directly or by license from either Innovate
Calgary, EatLittle Inc., or himself directly, receives, directly or indirectly, a portion of licensing and
royalty payments paid by the Company.

1. Investments

On November 4, 2014, the Company was paid 2,000,000 common shares of Maxim Resources, a publicly
traded company on the TSX-V as a finder’s fee. The Company reported a gain for $290,000 which was the
fair market value of the securities at the time of issuance to the Company.

The Company recorded a $50,000 other comprehensive loss as at December 31, 2014 relating to the
investment to record the “marked to market” adjustment of the securities as at December 31, 2014, due to a
reduction in the market share price of the investment.

The Company recorded a $155,072 other comprehensive loss as at September 30, 2015 relating to the
investment to record the “marked to market” adjustment of the securities as at September 30, 2015, due to
a sale of the investment.

In February 2015 the Company issued 806,667 common shares of the Company’s common stock (the
“Acquisition Shares”) at fair market value $0.035 for total amount $282,333 and made a cash payment of
$US150,000 ($188,910) to shareholders of M Diagnostics Inc.

In February 2015, the Company disposed of its New Brunswick and Quebec properties and the associated
decommissioning obligation in exchange for 5,000,000 common shares in a private company and
5,000,000 common shares of its subsidiary. The value attributed to shares is equal to the carrying value of
net assets disposed off which was $ nil. 2,000,000 common shares of the private company were transferred
to a promissory note holder.

8. Intangible Assets

In April 2015, the Company closed the acquisition of RX Global Capital Inc. a private company that holds as
its sole asset an exclusive, world-wide license agreement from EatLittle Inc. covering all development and
production rights to temporary controllable pseudobezoars, an innovative method for non-invasive dynamic
gastric volume reduction for weight loss, and several other medical applications. The Company issued a
total of 9,522,400 common shares at a deemed price of $0.25 per share (FMV $0.16), including 3,500,000
shares pursuant to the license agreement. The 3,500,000 shares are subject to a 3 year escrow
agreement, with 10% of the escrowed shares being immediately releasable, and the balance being
released in equal tranches every six months thereafter. The Company also issued 5,664,000 replacement
warrants, exercisable at $0.25 per warrant expiring on February 10, 2020.

9. Share based payments

The Company has established a stock option plan pursuant to which options to purchase common shares
may be granted to certain officers, directors and employees of the Company as well as persons providing
ongoing services to the Company. The maximum number of common shares reserved for issuance upon
the exercise of options is not to exceed 10% percent of the total number of common shares outstanding
immediately prior to such an issuance. Under the plan, the Board of Directors has the choice of either
vesting or allowing options issued to be exercisable upon issuance. Options are normally issued for a five-
year term. During the nine months ended September 30, 2015, 2, 775,000 options were granted.

12



M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)

Notes to Interim Consolidated Financial Statements (Unaudited)
For the nine months ended September 30, 2015

A summary of the share option transactions for the nine months ended September 30, 2015 are
summarized as follows:

Weighted

Average

Number of Exercise

Options* Price

Balance, December 31, 2013 and September 30, 2014 54,083 $ 19.20
Expired (26, 333) $ 20.00
Granted 2,775,000 $ 0.17
Balance, September 30, 2015 2.802,750 $ 017

The following table summarizes stock options outstanding and exercisable under the Company’s stock
option plan as at September 30, 2015:

Options Grant date
Exercisable & Exercise Fair Value of
Expiry date Outstanding* Price per share ($) Options ($)
Oct 12, 2015 25,000 20.00 500,000
Nov 18, 2016 2,750 5.00 13,750
May 17, 2020 1,050,000 0.17 178,500
June 10, 2020 1,325,000 0.17 225,250
August 31, 2020 400,000 0.1 44,000
2,802,750 917,500

10. Promissory Notes Payable

On March 8, 2012, the Company issued a promissory note with a face value of $300,000 bearing annual
interest of 10% payable in common shares. The promissory note matured on March 8, 2014. The
Company settled the promissory note with $200,000 of cash, 2,000,000 common shares of the Company
(Note 4(b)), 1,000,000 warrants at a strike price of $0.05 per share (Note 5(c)), 2,000,000 common shares
of a private exploration company (Note 7), and a new promissory note for principal amount of $100,000 that
matures June 29, 2016 and bears annual interest of 10% which is payable at the anniversary of the note.

The common shares of the Company were valued at $60,000, based on closing price on the day they were
issued. The common share purchase warrants were valued at $40,000, see note 5(c). Common shares of
the exploration private company were valued at $Nil. The new promissory note was recorded at its fair
value of $53,526. The discount rate used in the present value calculation was 53%. The difference between
the carrying value of previous promissory note and above mentioned items is $15,761 which is considered
a gain on settlement and is recorded in the Statement of Comprehensive Income during the year.

On March 31, 2015 RX Global Capital Inc. issued promissory notes to shareholders with a face value of
$280,000. Principal is payable on March 31, 2016. Interest is payable on the principal amount outstanding

13



M PHARMACEUTICAL INC. (formerly First Sahara Energy Inc.)

Notes to Interim Consolidated Financial Statements (Unaudited)
For the nine months ended September 30, 2015

hereunder at ten percent (10%) per annum, calculated annually, with interest on the outstanding principal
payable semi-annually on March 31 and September 30 of each year, commencing September 30, 2015;
provided that any missed or late payments under the Note shall bear interest on such missed or late
payment amounts at the same amount until such missed or late payments are paid. As additional
compensation for making the loan, RX granted to the holders common shares from treasury in an amount
equal to 20% of the principal amount divided by $0.05.

Included in the promissory note payable balance is $19,018 of accrued interest payments.

September 30, 2015 December 31, 2014
Balance, beginning of the period $ 66,907 $ 335,335
Issuance of promissory notes 280,000 53,526
Accrued accretion and interest expense 19,018 47,333
Repayment - (369,287)
Balance, end of the period $ 365,925 $ 66,907

11. Decommissioning Obligation

The Company’s decommissioning obligation results from ownership interests in petroleum and natural gas
assets. At December 31, 2014, the estimated total undiscounted inflation-adjusted amount of cash flows
required to settle the Company’s obligations were approximately $180,000. These costs were expected to
be incurred over the next 1 year. The decommissioning obligations have been estimated using existing
technology at current prices and discounted using discount rates that reflect current market assessments of
the time value of money and the risks specific to each liability. In February 2015, the Company disposed of

its New Brunswick and Quebec properties which were classified as held for sale as at December 31, 2014
(Note 7).

June 30, 2015 December 31, 2014
Balance, beginning of the period $ 180,000 $ 180,000
Disposal of associated properties (Note 6) (180,000) -
Balance, end of the period $ - $ 180,000

In February 2015, the Company disposed of its New Brunswick and Quebec properties and the associated
decommissioning obligation in exchange for 5,000,000 common shares in a private company and
5,000,000 common shares of its subsidiary. The value attributed to shares is equal to the carrying value of
net assets disposed of which was $ nil. 2,000,000 common shares of the private company were transferred
to a promissory note holder (Note 10).
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12. Financial Risk Management

Financial instruments consist of cash and cash equivalents, marketable securities, accounts receivable,
trade and other payables, loan and notes payable. Cash and cash equivalents and accounts and notes
receivable are categorized as loans and receivables, marketable securities are held for trading and trade
and other payables, loan and notes payable are categorized as other financial liabilities.

The carrying values of cash and cash equivalents, accounts and notes receivable, and trade and other
payables, loan and notes payable approximate their fair values and any difference would not be significant.
Investments in marketable securities are recognized at the Level 1 fair value at the date of the financial
statements using the quoted market price.

There have been no changes in the nature of financial instruments of the Company, the methods used by
the Company to measure the risks arising from financial instruments or in the Company’s objectives,
policies and processes for managing such risks since the year ended December 31, 2014. The Company’s
capital management policies are consistent with those used at December 31, 2014.

13. Loss per share

Basic and diluted loss per share

The calculation of basic and diluted loss per share at September 30, 2015 was based on net loss of
$2,095,841 (2014 - $634,508), and a weighted average number of common shares outstanding of
44,222,434 (2014 — 4,537,008). All outstanding options and warrants were excluded from the calculation of
diluted loss per share because their effect was anti-dilutive.

14. Subsequent events

On October 27, 2015, the Company issued unsnecured convertible securities (“Debentuires”) to settle trade
payables in the amount of $743,266.36. This is not reflected in the financial statements as of September
30, 2015.

The term of the Debentures is 36 months at 10% annual simple interest, with the interest to be paid up front
through the issuance of interest units.

The Company is hereby authorized and directed to issue certificates representing the Debentures to be
effective as of October 27, 2015. Each Debenture is convertible to Common Shares at an exercise price of
C$ 0.10. The terms of the Debentures are 36 months at 10% annual simple interest. The interest shall be
paid up front, through the issuance of Interest Units. Each Interest Unit consists of one share of the
Company’s common stock (at a deemed price of C$ 0.05 per unit) and one warrant with an exercise price
of C$ 0.10 and a term of two years.

Up to an aggregate of 7,432,660 Common Shares are hereby reserved for issuance upon conversion from
time to time of the Debentures. The Company issued 4,459,596 Interest Units..

On November 20, 2015, , the Company entered into a non-binding Letter of Intent to acquire assets from

Chelatexx, LLC (“Chelatexx”) related to a reformulated orlistat for weight loss. The contemplated terms of
this acquisition include an upfront cash payment, issuance of 10 million shares of M Pharmaceutical, and a
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royalty on sales of that product. As of the filing date for this report, the definitive agreement has not been
reached with Chelatexx, and due diligence efforts are on going.
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