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Independent Auditor’s Report

To the Board of Directors
Cadence Health, Inc.

Report on the Audit of Financial Statements
Opinion

We have audited the financial statements of Cadence Health, Inc. (the Company), which comprise the
balance sheets as of December 31, 2022 and 2021, the related statements of income, changes in
stockholders’ equity, and cash flows for the years then ended, and the related notes to the financial
statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 2022 and 2021, and the results of its operations
and its cash flows for the years ended in accordance with accounting principles generally accepted in
the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America (GAAS). Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are
required to be independent of the Company and toc meet our other ethical responsibilities, in
accordance with the relevant ethical requirements relating to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Emphasis of Matter

As discussed in Note 2 to the financial statements, the Company has incurred significant net losses
and has negative cash flows for the years ended December 31, 2022 and 2021 and has an
accumulated deficit of $24.8 million as of December 31, 2022. Management’s evaluation of the events
and conditions and management’s plans to mitigate these matters are also described in Note 2. Our
opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error. Y
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In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Company’s
ability to continue as a going concern within one year after the date that the financial statements are
issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

« Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Company’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that we identified during the audit.
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Glendale, California
May 16, 2023



Cadence Health, Inc.

Balance Sheets

ASSETS

Current assets
Cash and cash equivalents
Total current assets

Noncurrent assets
Property and equipment
Assets held for sale
Deferred tax assets, net
Intangible assets
Security deposit
Total noncurrent assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities
Accounts payable and accrued liabilities
Total current liabilities

Noncurrent liabilities
Accounts payable and accrued liabilities
Note payable
Total noncurrent liabilities

Total liabilities

Stockholders' e quity
Capital stock
Series A Preferred stock, $0.0001 par value, 5,722,584 shares
authorized; 5,700,908 shares issued and outstanding
Series B Preferred stock, $0.0001 par value, 3,863,413 shares
authorized; 3,583,198 shares issued and outstanding
Series C Preferred stock, $0.0001 par value, 3,015,794 shares
authorized; 3,015,794 shares issued and outstanding
Common stock, $0.0001 par value, 20,000,000 shares authorized;
4,853,231 and 4,776,813 unrestricted common shares
issued and outstanding in 2022 and 2021, respectively;
2,878,296 restricted common shares issued and outstanding
in 2022 and 2021
Paid-in capital
Accumulated deficit
Total stockholders’ equity

Total liabilities and stockholders’ equity $

See notes to financial statements.
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December 31

2022 2021
6,676,902 $ 9,781,082
6,676,902 9,781,082

- 1,437,683

270,451 -

- 5,161,712
2,000,000 2,000,000
12,000 12,000
2,282,451 8,611,395
8,959,353 $ 18,392,477
388,308 $ 142,391
388,308 142,391
458,532 458,532
250,000 250,000
708,532 708,532
1,096,840 850,923
570 570

358 358

302 302

486 478

288 288
32,664,244 32,423,827

(24,803,735)  (14,884,269)
7,862,513 17,541,554
8,959,353 $ 18,392,477




Cadence Health, Inc.
Statements of Income

Years ended December 31

2022 2021
Operating expenses
Startup costs
Consultancy fees $ 1,550,889 $ 2,755,920
Personnel expenses 1,278,730 1,432,958
Legal fees 28,275 50,895
Miscellaneous 27,789 1,473
Stock-based compensation expense 240,425 312,471
Other operating expenses 500,705 701,465
Total operating expenses 3,626,813 5,255,182
Other income (expense)
Contributions - 66,667
Interest income 44,591 17,174
Interest expense (7,500) (7,500)
Impairment loss on assets held for sale (1,167,232) -
Net other (expense) income (1,130,141) 76,341
Loss before benefit from income tax (4,756,954) (5,178,841)
Provision for (benefit from) income tax 5,162,512 (1,544,496)
Net loss $ (9,919,466) $ (3,634,345)

See notes to financial statements.
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Cadence Health, Inc.
Statements of Changes in Stockholders’ Equity
Years ended December 31, 2022 and 2021

Balance, December 31, 2020

Reclassification to restricted
common shares

Issuance of common stock for cash

Stock-based compensation expense

Net loss

Balance, December 31, 2021

Issuance of common stock for cash

Stock-based compensation expense

Net loss

Balance, December 31, 2022

Capital Stock

Series A Series B Series C Unrestricted Common Restricted Common Total
Preferred Stock Preferred Stock Preferred Stock Stock Stock Paid-in Accumulated Stockholders'
Shares  Amount _ Shares  Amount Shares  Amount  Shares  Amount Shares  Amount Capital Deficit Equity

5,700,908 $ 570 3,683,198 § 358 3,015,794 § 302 5372336 $ 537 2272412 § 227 $ 32,104,569 $ (11,249924)$% 20,856,639
- - - - - - (605,884) (61) 605,884 61 - - -

- - - - - - 10,361 2 - - 6,787 - 6,789

- - - - - - - - - - 312,471 - 312,471

- - - - - - - - - - - (3,634,345) (3,634,345)
5,700,908 570 3,583,198 358 3,015,794 302 4,776,813 478 2,878,296 288 32,423,827 (14,884,269) 17,541,554
- - - - - - 76,418 8 - - (8) - -

- - - - - - - - - - 240,425 - 240,425

- - - - - - - - - - - (9,919,466) (9,919,466)
5,700,908 $ 570 3,683,198 $§ 358 3,015,794 § 302 4853231 § 486 2878296 $ 288 $§ 32,664,244 $ (24,803,735) % 7,862,513

See notes to financial statements.
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Cadence Health, Inc.
Statements of Cash Flows

Years ended December 31
2022 2021

Cash flows from operating activities

Net loss $ (9,919.466) $ (3,634,345)
Adjustments to reconcile net loss to net cash used

in operating activities:

Stock-based compensation 240,425 312,471
Impairment loss on assets held for sale 1,167,232 -
Changes in operating assets and liabilities:
Decrease (increase) in deferred tax assets 5,161,712 (1,545,296)
Increase in accrued liabilities and other payables 245,917 53,382
Net cash used in operating activities (3,104,180) (4,813,788)
Cash flows from financing activity
Proceeds from issuance of common stock - 6,789
Net cash provided by financing activities - 6,789
Net decrease in cash and cash equivalents (3,104,180) (4,806,999)
Cash and cash equivalents at beginning of year 9,781,082 14,588,081
Cash and cash equivalents at end of year $ 6,676,902 $ 9,781,082

Supplemental disclosure of cash flow information:

Income tax paid during the year $ - % 840
Interest paid during the year $ 7,500 $ 7,500
Reclassification of machinery and equipment to assets held for sale,

at fair value less cost to sell $ 270451 $ -

See notes to financial statements.
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Cadence Health Inc.
Notes to Financial Statements
Years ended December 31, 2022 and 2021

NOTE 1

NOTE 2

NATURE OF BUSINESS

Cadence Health, Inc. (the “Company”) is a Delaware corporation founded on
September 29, 2014 under the name Pelagius, Inc. On March 1, 2017, the original
name Pelagius, Inc. was changed to Cadence Health, Inc.

The Company is a development-stage private consumer healthcare entity located in
Oakland, California. The Company’s mission is focused on moving birth control pills to
over-the-counter (OTC) status. As of December 31, 2022, the Company owns two
popular Food and Drug Administration (FDA) approved medical prescriptions (Rx) for
oral contraceptives which are in the process of moving through the FDA's OTC
switch process, which is expected to be completed in 2025. The Company’s goal is to
enable easy and affordable access to its birth control pills nationwide and eventually
internationally. The Company also plans to expand its product portfolio with other OTC
women'’s health products.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of
accounting in conformity with accounting principles generally accepted in the United
States of America (U.S. GAAP).

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities as of the date
of the financial statements, and the reported revenues and expenses during the
reporting period. Significant estimates include the valuation of intangible assets.
Accordingly, actual results could differ from those estimates.

Cash and Cash Equivalents
The Company considers all highly liquid investments available for current use with an
initial maturity of three months or less to be cash equivalents.

Company’s Ability to Continue as a Going Concern

In January 2022, the FDA required the Company to further the label development work
on its Lo/Ovral manufacturing program to improve label comprehension performance.
This action by the FDA delayed initiation of the actual use trial, which was initially
scheduled for 2022, and could delay commercialization by 18 to 24 months. However,
management believes that there will be no immediate impact on the Company’s
operating revenues given that the Company’s operations are still in the pre-commercial
phase. The Company expects to begin the actual use trial in early 2024.






