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Condensed Interim Consolidated Statements of Financial Position
(in Canadian dollars)

As at September 30, 2021 and December 31, 2020

Na NextHydrogen

(unaudited)

Sep 30 Dec 31
2021 2020
Assets
Current
Cash and cash equivalents $ 44,509,542 $ 1,092,067
Trade and other receivables 591,121 212,591
Prepaid expenses and deposits 843,563 -
Current income tax recoverable 19,763 53,318
Inventory (note 5) 2,017,300 1,539,687
48,081,289 2,897,663
Prepaid expenses and deposits 150,701 75,000
Equipment (note 4, 6) 778,343 39,482
Right of use asset (note 7) 1,952,457 -
Patents (note 8) 777,302 810,375
Intangible assets and goodwill (note 4, 9) 390,167 -
$ 52130259 $ 3,822,520
Liabilities
Current
Bank indebtedness (note 21) $ 60,000 $ 40,000
Trade and other payables 2,593,756 287,630
Contingent liability (note 4) 14,968 -
Deferred revenue (note 10) 1,866,551 1,611,807
Provisions (note 11) 1,447,645 557,968
Finance lease liability (note 12) 50,755 -
Long-term debt 136,156 33,560
Loan payable (note 13) - 4,885,422
Deferred share unit liability (note 14) - 1,623,314
6,169,831 8,939,701
Contingent liability (note 4) 48,216 -
Deferred revenue (note 10) 1,161,390 1,159,834
Provisions (note 11) 1,278,011 132,747
Finance lease liability (note 12) 1,841,931 -
Long-term debt 198,348 300,909
10,697,727 10,533,191
Shareholders' Equity
Share capital (note 15) 76,378,805 10,085,999
Contributed surplus (note 16) 2,364,542 71,196
Retained deficit (37,310,815) (16,867,866)
41,432,532 (6,710,671)
$ 52130259 $ 3,822,520

On behalf of the Board

"Raveel Afzaal"

"Allan Mackenzie”

The accompanying notes are an integral part of these condensed interim consolidated financial statements
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Na NextHydrogen

Condensed Interim Consolidated Statements of Comprehensive Loss
(in Canadian dollars)

three and nine months ended September 30, 2021 and 2020

(unaudited)

3 months 3 months 9 months 9 months
ended ended ended ended
Sep 30 Sep 30 Sep 30 Sep 30
2021 2020 2021 2020
Revenue (note 20) $ 77,3917 - 136,520 $ 1,775
Direct costs 29,505 - 57,572 -
Gross margin 47,892 - 78,948 1,775
Expenses
Research and development (note 17) 1,826,235 522,413 4,058,324 1,702,704
General and administrative (note 17) 1,285,153 377,588 3,131,251 1,010,861
Marketing and sales 454,167 32,314 1,211,063 64,032
Provisions (note 5, 11) 179,316 - 3,739,911 492,478
3,744,871 932,315 12,140,549 3,270,075
Loss before the following (3,696,979) (932,315) (12,061,601  (3,268,300)
Finance costs, net (notes 13, 18) 26,214 293,174 238,955 589,583
Depreciation and amortization
(notes 6,7, 8, 9) 75,784 10,128 154,368 30,385
Change in fair value of deferred
share units - 318,71 - 322,134
Transaction costs (notes 3, 4, 16) 24,617 - 7,988,025 -
126,615 622,013 8,381,348 942,102

Net loss and comprehensive loss

$ (3,823,594)

(1,554,328) (20,442,949) $ (4,210,402)

Loss per share:

Basic $ (0.17) $ (016) $ am $ (0.55)

Diluted $ (0.17) $ (0.16) $ am $ (0.55)
Weighted average number of shares outstanding: (note 15)

Basic 22,883,432 9,488,076 18,475,750 7,605,833

Diluted 22,883,432 9,488,076 18,475,750 7,605,833

The accompanying notes are an integral part of these condensed interim consolidated financial statements 2.



Na NextHydrogen

Condensed Interim Consolidated Statements of Changes in Shareholders' Equity
nine months ended September 30, 2021 and 2020 (in Canadian dollars)
(unaudited)

Share Contributed Retained

Capital Surplus Deficit Total
Balances, December 31, 2020 $ 10,085,999 71196 (16,867,866)$ (6,710,671)
Share issuance (note 15) 64,701,526 - - 64,701,526
Warrant issuance (note 16) - 614,700 - 614,700
Option exercise (note 15) 67,966 (22,966) - 45,000
DSU settlement (notes 14, 15) 1,523,314 - - 1,523,314
Share-based compensation expense (note 16) - 1,701,612 - 1,701,612
Net loss and comprehensive loss - - (20,442,949) (20,442,949)
Balances, September 30, 2021 $ 76,378,805 2,364,542 (37,310,815)$ 41,432,532
Balances, December 31, 2019 $ 7,299,258 - (10,017,250)$ (2,717,992)
Share issuance 2,806,560 - - 2,806,560
Share repurchase (22,722) - - (22,722)
Warrant exercise 2,063 - - 2,063
Share-based compensation expense - 1,897 - 1,897
Net loss and comprehensive loss - - (4,210,402) (4,210,402)
Balances, September 30, 2020 $ 10,085,159 11,897 (14,227,652)$% (4,130,596)

The accompanying notes are an integral part of these condensed interim consolidated financial statements 3.



Condensed Interim Consolidated Statements of Cash Flows

three and nine months ended September 30, 2021 and 2020

Na NextHydrogen

(in Canadian dollars)

(unaudited)

Cash flows used in operating activities
Net loss
Adjustments:
Finance costs, net
Depreciation and amortization
Change in fair value of deferred share
units
Provisions
Stock option expense
Deferred share unit expense
Warrant issuance
Transaction costs

Net change in non-cash operating
working capital (note 19)

Interest paid
Interest received

Cash flows used in investing activities
Acquisition of equipment (note 6)
Disposition of equipment
Patent costs (note 8)

Acquisition of CFS (note 4)

Cash flows from (used in) financing activities
Issuance of shares, net (note 15)
Reverse takeover costs (note 3)

Cash acquired on acquisition of BioHEP
Repurchase of shares (note 15)
Exercise of options
Proceeds from loan payable
Repayment of loan payable (note 13)
Repayment of long-term debt
Proceeds from bank indebtedness
(note 21)

Increase (decrease) in cash

Cash and cash equivalents, beginning

Cash and cash equivalents, ending

3 months 3 months 9 months 9 months
ended ended ended ended
Sep 30 Sep 30 Sep 30 Sep 30
2021 2020 2021 2020

$ (3,823,594) (1,554,328) (20,442,949) $ (4,210,402)
26,214 293174 238,955 589,583
75,784 10,128 154,368 30,384

- 318,711 - 322134

179,316 - 3,739,911 492,478
802,455 1,897 1,701,612 1,897

- 369,246 - 381,746

- - 614,700 -

24,617 - 7,347,868 -
(2,715,208) (551,172) (6,645,535) (2,382,180)
(4,440) (241,621) (1,125,345) (10,539)
(2,719,648) (792,793) (7,770,880) (2,392,719)
(2,803) - (9,056) (2,294)
41,155 - 54,741 168
(2,681,296) (792,793) (7,725,195) (2,394,845)
(448,581) - (712,476) -
875 - 875 -
(1,376) (5,362) (26,561) (23,874)

- - (432,570) -
(449,082) (5,362) (1,170,732) (23,874)
(63,276) 2,808,623 57,218,286 2,808,623
(24,617) - (364,628) -

- - 500,000 -

- - - (22,722)

- - 45,000 -

- - - 1,984,390
(5,105,256) - (5,105,256) -
- - - (35,777)

- - 20,000 40,000
(5,193,149) 2,808,623 52,313,402 4,774,514
(8,323,527) 2,010,468 43,417,475 2,355,795
52,833,069 600,111 1,092,067 254,783
$ 44,509,542 2,610,579 44,509,542 $ 2,610,578

The accompanying notes are an integral part of these condensed interim consolidated financial statements
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Na NextHydrogen

Notes to Condensed Interim Consolidated Financial Statements
three and nine months ended September 30, 2021 and 2020 (in Canadian dollars)

1.  CORPORATE INFORMATION

Founded in 2007, Next Hydrogen Solutions Inc. ("Next Hydrogen" or the "Company") is a
designer and manufacturer of electrolyzers that use water and electricity as inputs to generate
clean hydrogen for use as an energy source. Next Hydrogen's unique cell design architecture
supported by 38 patents enables high current density operations and superior dynamic
response to efficiently convert intermittent renewable electricity into green hydrogen on an
infrastructure scale. Following successful pilots, Next Hydrogen is scaling up its technology to
deliver commercial solutions to decarbonize transportation and industrial sectors.

The Company's registered head office is at 6610 Edwards Blvd, Mississauga, Ontario, L5T 2V6
and was incorporated on February 11, 2014 under the British Columbia Business Corporations
Act. The Company changed its name from "BioHEP Technologies Ltd." to "Next Hydrogen
Solutions Inc." on June 24, 2021.

The common shares of the Company trade on the TSX Venture Exchange under the symbol
"NXH".

2.  SIGNIFICANT ACCOUNTING POLICIES

Statement of Compliance

These condensed interim consolidated financial statements have been prepared in accordance
with International Financial Reporting Standards (“IFRS”) and with IAS 34, Interim Financial
Reporting, as issued by the International Accounting Standards Board (“IASB”") and interpreted
by the IFRS Interpretations Committee (“IFRIC”). These condensed interim consolidated financial
statements do not include all of the information required for full annual financial statements
and should be read in conjunction with the most recent annual financial statements of the
Company, including the notes thereto, for the year ended December 31, 2020.

These condensed interim consolidated financial statements were approved and authorized for
issue by the Board of Directors of the Company on November 16, 2021.

Basis of Measurement

These condensed interim consolidated financial statements have been prepared on a going
concern basis using historical cost.

Functional and Presentation Currency

These condensed interim consolidated financial statements are presented in Canadian dollars,
which is the Company's functional currency. All financial information presented has been
rounded to the nearest dollar, except per share amounts and where otherwise indicated.




Na NextHydrogen

Notes to Condensed Interim Consolidated Financial Statements
three and nine months ended September 30, 2021 and 2020 (in Canadian dollars)

Basis of Consolidation

The condensed interim consolidated financial statements consolidate the accounts of the
Company and its subsidiaries, Next Hydrogen Corporation and Next Hydrogen USA, Inc.
Subsidiary is an entity over which the Company has the power to govern financial and operating
policies. Subsidiary is fully consolidated from the date on which control is obtained by the
Company, and are de-consolidated from the date control ceases. Fully consolidated means that
all transactions with the subsidiary and any intercompany balances, gains or losses with the
subsidiary has been eliminated on consolidation. The accounting policies have been applied
consistently by the subsidiary.

The Company's subsidiaries are wholly-owned, are in product development for the renewable
energy industry and are domiciled in Canada and the United States, respectively.

Business combinations

The acquisition method of accounting is used to account for business combinations. The cost of
an acquisition is measured at the fair value of the assets acquired, equity instruments issued
and liabilities incurred or assumed at the date of exchange. Acquisition costs are expensed as
incurred. The excess of the cost of the acquisition over the fair value of the acquisition's
identifiable assets and liabilities is recorded as goodwill. If the acquisition cost is less than the
fair value of the assets and liabilities acquired, the difference is recognized directly in the
consolidated statements of comprehensive loss. Contingent liability is included in total
consideration and is recognized at its fair value as at the acquisition date. Subsequent changes
in fair values are adjusted against the cost of the acquisition where they qualify as
measurement period adjustments.

Intangible assets

Intangible assets are measured at cost less accumulated amortization and accumulated
impairment losses. If intangible assets are acquired through a business combination, costs are
measured fair value. Costs include costs that are directly attributable to bringing the asset to a
working condition for its intended use. Intangible assets with finite useful lives are amortized on
a straight-line basis over its estimated useful life beginning when the asset is ready for its
intended use and recorded on the consolidated statements of comprehensive loss. The
Company assesses the useful lives, residual values and amortization methods annually and
recognize the effects of changes in estimates in the consolidated statements of comprehensive
loss prospectively.

Amortization of intangible assets is provided for using the following useful lives:

Licensing agreement 2 years
Non-competition agreement 2 years
Customer list 11 years




Na NextHydrogen

Notes to Condensed Interim Consolidated Financial Statements
three and nine months ended September 30, 2021 and 2020 (in Canadian dollars)

Finance lease liabilities and right of use assets

At the inception of a contract, a right-of-use asset and a lease liability is recognized at the
lease commencement date when the contract conveys the right to control the use of an
identified asset for a period of time in exchange for considerations.

The asset is initially measured at cost, comprised of the initial amount of the lease liability
adjusted for any pre-commencement lease payments, plus any initial direct costs incurred. The
asset is subsequently depreciated using the straight-line method from the commencement date
of the lease to the end of the useful life of the asset for rolling stocks and realty if the lease
transfers ownership of the underlying asset by the end of the lease term, or the right of use
asset reflects that the Company will exercise a purchase option. Otherwise, the asset is
depreciated using the straight-line method from the commencement date of the lease to the
end of the lease term. The estimated useful lives of leased assets are determined on the same
basis as those of property and equipment. The carrying amount of the leased asset is adjusted
by remeasurement of the lease liability and reduced by impairment losses, if any.

The lease liability is initially measured at the present value of future lease payments, less any
lease incentive received, discounted using the interest rate implicit in the lease, or, if that rate
cannot be readily determined, the Company's incremental borrowing rate. The lease liability is
subsequently measured at amortized cost using the effective interest method. In the event of a
change in the Company's assessment of whether it will exercise a purchase, extension or
termination option, the lease liability will be remeasured and an adjustment will be made to the
carrying amount of the right-of-use asset, or recognized in the consolidated statements of
comprehensive income if the carrying value of the leased asset is zero.

The Company has elected to apply the practical expedient not to recognize right-of-use assets
and lease liabilities for short-term leases that have a lease term of 12 months or less and
leases of low-value assets.

Change in Accounting Estimates

On January 1, 2021, the Company changed its method of depreciation and amortization for
equipment and patents from a declining balance basis to a straight-line basis over the
estimated useful lives of the assets. This change in accounting estimate better reflects the
expected pattern of consumption of future economic benefits embodied in these assets.
Depreciation of equipment and amortization of patents is now provided for using the following
useful lives:

Computer hardware 3 years
Equipment 10 years
Patents 8 - 22 years




Na NextHydrogen

Notes to Condensed Interim Consolidated Financial Statements
three and nine months ended September 30, 2021 and 2020 (in Canadian dollars)

The effect of this change on current and future depreciation and amortization expense is as

follows:
2021 2022 2023 2024 Later
Increase (decrease) in:
Depreciation $ 6,165 7,374 4,196 (3,579) $  (14156)
Amortization $ 49,7386 50,683 51,928 53,123 $ (205,120)

Critical Accounting Estimates and Significant Judgments

The preparation of condensed interim consolidated financial statements in accordance with
IFRS, requires management to make judgments that affect the application of accounting policies
and the interpretation of accounting standards, and to make estimates and assumptions which
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities, and the reported amounts of revenues and expenses. Management makes estimates
based on specific facts or circumstances as well as past experiences. Management periodically
reviews its estimates and underlying assumptions and as adjustments become necessary, they
are reported in profit and loss in the period in which they become known. Due to the inherent
uncertainty involved with making such estimates, actual results could differ from those
reported.

a) Revenue recognition. In accounting for revenue, management must review each contract
and allocate the transaction price to the various performance obligations based on the
expected costs for each performance obligation. The estimated costs are largely based on
budgeted costs or quotes for costs and anticipated labour hours to complete the task.

b) Provisions. Provisions for warranty and onerous contracts are recognized at management's
best estimate of the expenditures required to settle the Company's obligation. The
estimated costs are largely based on budgeted costs or quotes for costs and anticipated
labour hours to complete the task.

c) /mpairment of patents. Patents are tested for impairment annually or more frequently if
events or changes in circumstances indicate that they might be impaired. To determine
whether patents are impaired, management must estimate the recoverable amount.

d) Share-based compensation. The fair value of share-based compensation expense is
estimated using the Black-Scholes option pricing model and relies on a number of
estimates, such as the expected life of the option, the volatility of the underlying share price
of similar companies and the risk free rate of return.

e) Depreciation and impairment of equipment. Estimates of useful lives for depreciation is
based on management's judgment of the expected productive lives and planned uses for
each respective asset. Equipment is assessed for impairment when events or
circumstances indicate that the Company may not be able to recover its carrying value.




Na NextHydrogen

Notes to Condensed Interim Consolidated Financial Statements
three and nine months ended September 30, 2021 and 2020 (in Canadian dollars)

f) Impairment of trade and other receivables. An allowance for lifetime expected credit losses
is established based on specific account identification. Management regularly analyzes its
approach and exposure to credit loss based on analysis of all relevant current information
as well as historical trends.

g) T7axes. Provisions for taxes are made using the best estimate of the amount expected to be
paid based on a qualitative assessment of all relevant factors. The Company reviews the
adequacy of these provisions at the end of the reporting period. However, it is possible that
at some future date an additional liability could result from audits by taxation authorities.
Where the final outcome of these tax-related matters is different from the amounts that
were initially recorded, such differences will affect the tax provisions in the period in which
such determination is made.

3. REVERSE TAKEOVER TRANSACTION

On June 24, 2021, the Company acquired all of the common shares of BioHEP Technologies Ltd.
("BioHEP") by way of a three-cornered amalgamation between Next Hydrogen Corporation and
a wholly-owned subsidiary of BioHEP ("FinCo"), forming a subsidiary of BioHEP (the "RTQ").
Pursuant to the amalgamation, all of the outstanding common shares of Next Hydrogen
Corporation and the wholly-owned subsidiary were canceled and the holders received an equal
amount of common shares of BioHEP. Prior to the RTO, BioHEP spun-out all assets and
liabilities less $500,000 in working capital, consolidated its common shares on the basis of one
post-consolidation share for every 13.3 pre-consolidation shares, and changed its name to
"Next Hydrogen Solutions Inc.".

In connection with the RTO, FinCo completed a non-brokered private placement of subscription
receipts for gross proceeds of $27,000,000 and a brokered private placement of subscription
receipts for gross proceeds of $28,545,000. Each subscription receipt was sold at a price of $10
and was exchanged for one common share of the Company upon completion of the RTO. Share
issuance costs of $3,865,774 were deducted from gross proceeds.




Na NextHydrogen

Notes to Condensed Interim Consolidated Financial Statements
three and nine months ended September 30, 2021 and 2020 (in Canadian dollars)

In accordance with IFRS 2, Share-Based Payment, the RTO has been accounted for as a reverse
acquisition that does not constitute a business, in which Next Hydrogen Corporation is being
identified as the acquirer of BioHEP. All of the outstanding common shares of BioHEP were
acquired by Next Hydrogen Corporation in exchange for 748,324 common shares valued at $10
per share. The excess of the fair value of identifiable net assets acquired over the share
consideration issued is considered as payment for listing and has been included in transaction
costs on the condensed interim consolidated statements of comprehensive loss. The Company
has completed the purchase price allocation over the identifiable net assets of BioHEP and has
determined that the fair value of net assets acquired and the resulting reverse takeover cost is

as follows:
Cash $ 521,416
Current taxes receivable 119,718
Trade and other receivables 10,430
Trade and other payables (151,564)
Total identifiable net assets acquired 500,000
Total share consideration 7,483,240
Reverse takeover cost $ 6,983,240

As market prices for shares issued as part of the RTO were not available at the time of
acquisition, the fair value of the equity instruments issued was based on an arm's length
transaction between knowledgeable, willing parties. The valuation was consistent with the
price of subscription receipts that FinCo issued as part of a non-brokered and brokered private
placement that were completed on April 28, 2021. All relevant factors and knowledge of the
Company and its industry were considered at the time of acquisition, when making assumptions
as part of the valuation of these shares.

In addition to the reverse takeover cost above, transaction costs of $340,011 were incurred in
connection with the RTO, other than costs associated with the financing, and have been
expensed under transaction costs.

10.



Na NextHydrogen

Notes to Condensed Interim Consolidated Financial Statements
three and nine months ended September 30, 2021 and 2020 (in Canadian dollars)

4.

BUSINESS COMBINATION

In order to expand its service offering, on April 1, 2021 the Company acquired the assets of
Cleanfuel Systems Inc. ("CFS"), a hydrogen system integration and service company focused on
delivering energy solutions through system design, component integration and development,
and engineering solutions. The following table presents the preliminary purchase price
allocation over the identifiable net assets and goodwill of CFS:

Equipment $ 58,640
Licensing agreement 12,000
Non-competition agreement 138,650
Customer list 204,260
Net asset acquired $ 413,550
Cash 432,570
Contingent consideration 63,184
Total consideration 495,754
Goodwill $ 82,204

From the date of acquisition, CFS contributed revenue of $136,520 and net income of $78,948.
Had Next Hydrogen acquired the company on January 1, 2021, CFS would have contributed
revenue of $200,544 and net income of $112,576.

The contingent consideration was recorded at its fair value which represents the probability-
weighted determination of the Company's earn-out obligation to pay with a range of $65,955 and
$119,020.

Goodwill represents the value of the acquired workforce and related processes and knowledge.
It is expected that the entire amount of goodwill will be deductible for tax purposes.
Transaction costs of $25,458 were expensed and included in transaction costs on the
condensed interim consolidated statements of comprehensive loss.

.



Na NextHydrogen

Notes to Condensed Interim Consolidated Financial Statements

three and nine months ended September 30, 2021 and 2020 (in Canadian dollars)
5. INVENTORY

Sep 30 Dec 31
2021 2020
Spare parts $ 873,878 153,338
Work in progress 2,418,652 2,467,484
Onerous contract provision (1,275,230) (1,081,135)
$ 2,017,300 1,539,687

During the nine month period ended September 30, 2021, $1,496,923 in work in progress was
written off to provisions.

EQUIPMENT
Equipment
under Computer Leasehold

Equipment Constr'n  Hardware Improv'ts Total
Cost
Balances, December 31, 2020 $ 243,029 - 10,711 - $ 253740
Additions 300,875 183,279 97,081 131,241 72,476
Acquired 58,640 - - - 58,640
Disposals (2,000) - (7,364) - (9,364)
Balances, September 30, 2021 600,544 183,279 100,428 131,241 1,015,492
Accumulated depreciation
Balances, December 31, 2020 205,394 - 8,864 - 214,258
Depreciation 16,657 - 14,723 - 31,380
Disposals (2,000) - (6,489) - (8,489)
Balances, September 30, 2021 $ 220,051 - 17,098 - $ 237149

Net carrying amounts
At December 31, 2020 $ 37,635 - 1,847 - $ 39482
At September 30, 2021 $ 380,493 183,279 83,330 131,241 $ 778,343

12.



Na NextHydrogen

Notes to Condensed Interim Consolidated Financial Statements
three and nine months ended September 30, 2021 and 2020

(in Canadian dollars)

7.

8.

9.

RIGHT-OF-USE ASSET

The right of use asset relates to a lease of the Company's head office and assembly facility,

which started on September 1, 2021.

Balances, December 31, 2020
Additions
Amortization

Balances, September 30, 2021

PATENTS

Balances, December 31, 2020
Additions
Amortization

Balances, September 30, 2021

INTANGIBLE ASSETS AND GOODWILL

Balances, December 31, 2020
Additions
Amortization

Balances, September 30, 2021

Accumulated
Cost  Amortization Net
$ - - % -
1,968,864 - 1,968,864
- 16,407 (16,407)
$ 1,968,864 16,407 $ 1,952,457
Accumulated
Cost  Amortization Net
$ 1,000,351 189,976 $ 810,375
26,561 - 26,561
- 59,634 (59,634)
$ 1,026,912 249 610 $ 777,302
Intangible
Assets Goodwill Net
$ - - % -
354,910 82,204 43T N4
(L6,947T) - (46,947T)
307,963 82,204 390,167

13.



Na NextHydrogen

Notes to Condensed Interim Consolidated Financial Statements

three and nine months ended September 30, 2021 and 2020

(in Canadian dollars)

10. DEFERRED REVENUE

Balances, December 31, 2020
Payments received
Revenue recognized

Balances, September 30, 2021

Current portion

1. PROVISIONS

Balances, December 31, 2020
Additions

Adjustments

Utilized

Balances, September 30, 2021

Current portion

12.  FINANCE LEASE LIABILITY

Maintenance

and warranty

Advances on
Service contracts with

obligations obligations  no satisfied
in process in place obligations Total
93,493 - 2,678,148 2,771,641
- 274,775 - 274,775
- (18,475) - (18,475)
$ 93,493 256,300 2,678,148 3,027,941
1,866,551
$ 1,161,390
Onerous
contracts Warranty Total
$ 105574 585,141 % 690,715
1,965,176 98,496 2,063,672
(14,779) - (14,779)
(13,952) - (13,952)
$ 2,042,019 683,637 2,725,656
1,447,645
$ 1,278,011

The finance lease liability relates to the lease of the Company's head office and assembly
facility, which started on September 1, 2021. The lease liability was initially valued at $1,872,412,
using a weighted average incremental borrowing rate of 14%, and is payable as follows:

Future minimum lease payments
Interest

Current portion

Less than Tto b More than
1Year Years 5 Years Total
$ 292,421 1,288,771 1,927,892 $ 3,509,084
(241,666) (864,382) (510,350) (1,616,398)
$ 50,755 424,389 1,417,542 1,892,686
50,755
$ 1,841,931




Na NextHydrogen

Notes to Condensed Interim Consolidated Financial Statements
three and nine months ended September 30, 2021 and 2020 (in Canadian dollars)

13.

14.

15.

LOAN PAYABLE

Balance, December 31, 2020 $ 4,885,422
Accrued interest 95,201
Accretion expense 124,633
Repayment (5,105,256)
Balance, September 30, 2021 $ -

The loan accrued interest of 4% and accretion expense was recorded using an effective interest
rate of 13.17%. The loan balance of $5,105,256 was repaid during the quarter as the Company
completed an equity financing in excess of $30 million, triggering a maturity event.

DEFERRED SHARE UNIT LIABILITY

On February 10, 2021, 761,657 deferred share units ("DSUs") valued at $2 per unit were converted
into common shares and the plan was discontinued.

SHARE CAPITAL

Authorized
Unlimited number of common shares with no par value.
Common Share
Shares Capital
# $
lssued
Balances, December 31, 2020 12,743,951 10,085,999
Shares issued/assumed on RTO (note 3) 748,324 7,483,240
Shares issued as part of equity financing 8,054,500 57,218,286
Settlement of DSUs 761,657 1,523,314
Exercise of stock options 75,000 67,966
Balances, September 30, 2021 22,883,432 76,378,805

On January 21, 2021, the Company completed a non-brokered private placement for 3,000,000
class A common shares at a price of $2 per share. Transaction costs of $397,663 were
deducted from equity.

On February 10, 2021, the Company settled 761,657 DSUs valued at $2 per unit in exchange for
761,657 class A common shares.

On February 10, 2021, 75,000 stock options were exercised for gross proceeds of $45,000.
$22,966 was reallocated from contributed surplus as part of this transaction.

15.



Na NextHydrogen

Notes to Condensed Interim Consolidated Financial Statements
three and nine months ended September 30, 2021 and 2020 (in Canadian dollars)

On April 28, 2021, FinCo completed a non-brokered private placement of subscription receipts
for total gross proceeds of $27,000,000 and a brokered private placement of subscription
receipts for gross proceeds of $28,545,000, where each subscription receipt was sold at a price
of $10 per unit. Subscription receipts were converted to common shares of the Company on
completion of the RTO on June 24, 2021. Transaction costs of $3,929,051 were deducted from
equity.

On June 24, 2021, the Company issued 748,324 common shares at a price of $10 per share in
connection with its acquisition of BioHEP. In connection with the RTO, both class A and class B
common shares of Next Hydrogen Corporation were exchanged for common shares of the
Company on a one-to-one basis.

The weighted average number of common shares outstanding has been calculated as follows:

3 months 3 months 9 months 9 months

ended ended ended ended

Sep 30 Sep 30 Sep 30 Sep 30

2021 2020 2021 2020

Issued common shares 22,883,432 12,659,951 22,883,432 12,659,951

Effect of issued common shares - (3,171,875) (4,407,682) (5,054,118)
Weighted average number of common

shares 22,883,432 9,488,076 18,475,750 7,605,833

No adjustments to loss or the weighted average number of shares for the effects of dilutive
potential ordinary shares were necessary. Dilutive potential ordinary shares are financial
instruments or contracts that may entitle its holder to ordinary shares, where the conversion,
exercise or issuance of the financial instrument or warrant would result in a reduction in
earnings per share or an increase in loss per share.
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16. CONTRIBUTED SURPLUS

The Company offers a stock option plan for the benefit of certain directors, employees and
consultants. The plan is administered by the Board of Directors and the maximum number of
shares which may be issued under this plan may not exceed 20% of the number of issued and
outstanding shares of the Company. Each stock option entitles its holder to receive one
common share upon exercise and all options expire 5 years from issuance. The following table
summarizes the changes in outstanding stock options during the nine month period ended
September 30, 2021:

$ #
Balances, December 31, 2020 $ 0.66 1,025,000
Issued 4.00 2,231,626
Exercised 0.60 (75,000)
Forfeited 0.76 (255,000)
Balances, September 30, 2021 $ 3.20 2,926,626

The majority of stock options issued prior to RTO vest over three years and stock options issued
following RTO vest over four years. Of the total stock options issued during the period ended
September 30, 2021, 1,471,626 were issued to key management. Of the total stock options
outstanding as of September 30, 2021, 2,071,626 were held by key management.

Subsequent to the reporting period, 35,000 stock options were granted at an average exercise
price of $5.51.

The following table summarizes information about stock options outstanding as at September
30, 2021:

Options Weighted Avg Options

Exercise Price Outstanding Remaining Life Exercisable
$ # # #

$ 0.60 575,000 3.8 250,000
1.00 150,000 4.0 150,000

2.00 1,375,000 4.4 275,000

7.41 806,626 4.8 -

6.98 5,000 4.8 -

6.44 10,000 4.8 -

5.95 5,000 4.9 -

$ 3.20 2,926,626 4.4 675,000
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17.

The estimated fair value of stock options issued during the period was calculated using the
Black-Scholes option pricing model with the following assumptions: i) the expected life of each
stock option is 3 years; ii) the risk free rate is between 0.18% and 0.55%; iii) the dividend vyield
will be $NIL; and iv) expected volatility is between 72.23% and 75.52%. Included in expenses is a
share-based compensation expense of $1,701,612 (2020 - $11,897).

On April 8, 2021, the Company issued 150,000 warrants with an exercise price of $10 in
connection with potential future transactions. The estimated fair value of warrants issued
during the period was $614,700 and the expense was included in transaction costs. The value
was calculated using the Black-Scholes option pricing model with the following assumptions: i)
expected life of 2 years; ii) risk free rate of 0.53%; iii) dividend yield of $NIL; and iv) expected
volatility of 75.52%.

Volatility was determined using an average of comparable companies' historical trading data
over a period equal to the expected life of the warrants. Variables used in the Black-Scholes
option pricing model are based on highly subjective assumptions and any change in the
assumptions can materially affect the fair value estimate.

RELATED PARTY TRANSACTIONS

During the period up to RTO, the Company paid $1,025,045 (2020 - $1,338,801) for research and
product development work to Carlsun Energy Solutions Inc., which is owned by an individual
that was director of the Company prior to RTO. Following RTO, the company ceased to be a
related party.

Related parties include shareholders with a significant ownership interest in the Company and
key management. These transactions are in the normal course of operations and are measured
at the exchange amount, which is the amount of consideration established and agreed to by the
related parties.

Included in operating expenses are the following wages and consulting fees paid to key
management:

3 months 3 months 9 months 9 months

ended ended ended ended

Sep 30 Sep 30 Sep 30 Sep 30

2021 2020 2021 2020

Salaries and benefits $ 206,250 143,015 689,992 $ 360,837
Share-based compensation

expense $ 384,119 111,546 1,065,014 $ 111,546

Board of directors and executive officers are deemed to be key management.
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18. FINANCE COSTS

3 months 3 months 9 months 9 months

ended ended ended ended

Sep 30 Sep 30 Sep 30 Sep 30

2021 2020 2021 2020

Interest income $ (41,155) - (54,741) $ (168)
Interest expense 67,369 279,669 169,063 587,470
Accretion expense - 13,505 124,633 2,281
$ 26,214 293,174 238,955 $ 589,583

19. CHANGE IN NON-CASH WORKING CAPITAL

3 months 3 months 9 months 9 months

ended ended ended ended

Sep 30 Sep 30 Sep 30 Sep 30

2021 2020 2021 2020

Trade and other receivables $ 202,539 2,281 (L44,975) $ (6,672)
Prepaid expenses and deposits (78,116) - (1,060,213) 1,10
Inventory (1,751,394) (126,555) (477,613) (343,059)
Trade and other payables 1,577,973 (380,868) 2,306,126 (195,028)
Deferred revenue 252,605 263,521 256,300 534,172
Provisions (208,047) - (1,,704,970) (1,062)

$ (4,440) (241,621)  (1,125,345) $ (10,539)

20. SEGMENTED INFORMATION AND MAJOR CUSTOMERS

The Company mainly operates in one segment, being the development and sale of electrolyzers
and balance of plant equipment. On April 1, 2021, the Company acquired a hydrogen system
integration and service company, which contributed to 100% of the Company's revenues.
However, as this business has nominal assets, no discrete cost information and is not reviewed
internally by decision makers separately from the rest of the business, segmented results have
not been presented.

All of the Company's assets are located in Canada. During the period ended September 30, 2021
and 2020, one customer provided 65% (2020 - 100%) of the Company's revenues.
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21.

COVID-19 INFORMATION

As the duration and impact of the COVID-19 pandemic to the global economy is indeterminable,
it is not possible to reliably estimate the length and severity of COVID-19 related impacts on the
financial results and operations of the Company. The Company will continue to closely monitor
the situation as it develops day-to-day and will take further actions, if necessary, to ensure the
wellbeing of our workforce, customers, suppliers and other stakeholders, as well as minimize
disruption to the Company's progress.

The Company applied for the Canada Emergency Business Account ("CEBA"), which provides an
interest-free and partially forgivable loan of up to $60,000 to small businesses. This has been
classified as bank indebtedness, and an additional $20,000 was received during the first
quarter. Of the total amount, $20,000 is forgivable if the balance is repaid by December 31,
2022.

The Company will continue to review all programs offered by the Government and ensure that it
applies for all appropriate support. The Company's exposure to supply chain risk and hiring risk
was heightened during the pandemic, which the Company continues to monitor regularly in
order to mitigate these risks. The Company does not expect any material changes to other risk
factors, although a prolonged period of precautionary measures may delay the Company's
ability to execute on its goals in a timely manner.
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