
 
MANAGEMENT DISCUSSION AND ANALYSIS 

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2022 
 
 
This Management Discussion and Analysis (“MD&A”) of BIGG Digital Assets Inc. (the “Company” or “BIGG”) provides analysis 
of the Company’s financial results for three and nine months ended September 30, 2022 and should be read in conjunction 
with the Company’s unaudited condensed consolidated interim financial statements and the notes thereto for the three and 
nine month period ended September 30, 2022 and the audited consolidated financial statements and notes thereto for the 
year ended December 31, 2021, which are available on SEDAR at www.sedar.com.   

The September 30, 2022 financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”) applicable to the preparation of interim financial statements.  The Company’s significant accounting policies 
are the same as those applied in the Company’s annual financial statements as at and for the year ended December 31, 2021, 
unless as otherwise provided for in the financial statements for the nine months ended September 30, 2022.  All amounts are 
expressed in Canadian dollars, unless otherwise stated. 

This MD&A is current as at November 28, 2022, the date of preparation, and includes certain statements that may be deemed 
“forward-looking statements”. We direct investors to the sections “Forward-Looking Statements” and “Risk and Uncertainties” 
included within this MD&A. 

Additional information relating to BIGG is available on the SEDAR website at www.sedar.com and on the Company’s website 
at www.biggdigitalassets.com.  

NATURE OF BUSINESS             

BIGG Digital Assets Inc. is dedicated to the digital assets and blockchain technology industry.  It has two operating business 
segments:  blockchain technology development and digital currency sales brokerage. BIGG manages the two business 
segments and activities associated with being a public company. 

The Company’s global blockchain search and analytics operations focus specifically on crypto investigations and managing 
financial risk.  With the exponential growth of digital currency, the global marketplace must navigate increased risks and 
regulatory compliance.  BIGG’s mission is to bring digital currency mainstream - by providing trust and real-time risk evaluation 
through its language agnostic proprietary platforms.  The Company offers business, government and law enforcement clients 
a suite of forensic solutions, advanced analytics and risk-scoring capabilities to meet security needs and the growth of the 
digital currency marketplace.  

On August 1, 2019, BIGG acquired Netcoins Inc., NTC Holdings Corp. and NTC Holdings USA Corp. (together referred to as 
“Netcoins”) in exchange for 37,500,000 common shares issued from its treasury.  Netcoins is in the business of developing 
software to make the purchase and sale of digital currency easily accessible to the mass consumer and investor through 
brokerage services. Netcoins enables crypto transactions a self-serve crypto purchase portal and an Over-The-Counter (OTC) 
trading desk.  The business of BIGG and Netcoins are highly complementary, and this acquisition is expected to create value 
for shareholders in both the near and long-term. It has offered BIGG an opportunity to step into the world of digital currency 
trading, in an immediately operational capacity. 

BIGG Digital Assets Inc. was incorporated under the Business Corporations Act (British Columbia) on October 17, 2014 under 
the name Ameri-can Agri Co. Inc., which was subsequently changed to Acana Capital Corp. (“Acana”). On November 30, 2017, 
the Company acquired Blockchain Technology Group Inc. (“BTGI”) through a reverse acquisition transaction (“RTO” or 
“Transaction”) through the closing of a Share Exchange Agreement (the “SEA”) dated September 14, 2017.  BTGI, now along 
with Netcoins, is the continuing business of the Company. 

On September 26, 2019, the Company changed its name to BIGG Digital Assets Inc. to better reflect its planned future growth 
and existing businesses.   

At September 30, 2022, the Company has $28,741,325 net loss during the period and accumulated deficit of $72,785,158. The 
Company generates revenue and is incurring costs to develop its business. These consolidated financial statements have been 
prepared on a going concern basis, which contemplates the realization of assets and the payment of liabilities in the ordinary 
course of business. The Company continues to rely on financing through equity raises or debt instruments to support its 
operations and expects to do so until the business operates with sufficient cash flows from operations. Although the Company 
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has been successful in the past in obtaining financing, there is no assurance that it will be able to obtain adequate financing in 
the future or that such financing will be on terms advantageous to the Company.  

Management cannot provide assurance that the Company will achieve profitable operations or become cash flow positive, or 
raise additional funds via equity issuances or debt instruments.  Its ability to continue as a going concern depends upon 
whether it develops profitable operations and continues to raise adequate financing.  These factors cast significant doubt on 
the Company’s ability to continue as a going concern. The interim condensed consolidated financial statements do not reflect 
the adjustments to the carrying amounts of assets and liabilities and the reported expenses that would be necessary if the 
Company were unable to realize its assets and settle its liabilities as a going concern in the normal course of operations. Such 
adjustments could be material. 

BUSINESS OVERVIEW             

BIGG Digital Assets Inc. believes the future of crypto is a safe, compliant, and regulated environment. BIGG invests in products 
and companies to support this vision.  

BTGI’s has developed a blockchain-agnostic search and analytics engine, QLUETM, enabling Law Enforcement, RegTech, 
Regulators and Government Agencies to visually track, trace and monitor digital currencies transactions at a forensic level. 
QLUETM enables Law Enforcement, RegTech, regulators and government agencies to literally “follow the virtual money”.  
Investigators are able to quickly and visually trace, track and monitor transactions in their fight against terrorist financing, 
human trafficking, drug trafficking, weapons trafficking, child pornography, corruption, bribery, money laundering, and other 
cyber crimes.  Initially built around Bitcoin, BTGI supports 12 chains and recently incorporated Zcash, with more to come. 

Our product BitRank Verified® offers a “risk score” for digital currencies, enabling RegTech, banks, ATMs, exchanges, and 
retailers to meet traditional regulatory/compliance requirements.  Both utilize the blockchain, which is fundamentally a digital 
ledger of transactions with unique characteristics designed to create records that are secure, reliable, transparent, and 
accessible. In late 2018, BTGI launched its Certified Cryptocurrency Investigator (CCI) designation program 
(https://www.cryptoinvestigatortraining.com/) – the first of its kind.  Students are taught how to track, trace and investigate 
cryptocurrency transactions and/or crimes.  

Netcoins, acquired in August 2019, expanded the Company’s footprint in the digital assets industry.  Netcoins develops 
brokerage and exchange software to make the purchase and sale of digital currency easily accessible to the mass consumer 
and investor with a focus on compliance and safety.   

RESULTS OF OPERATIONS             

The Company continues to build out its core businesses, with a focus on customer attainment and higher on-boarding 
numbers. 

The business segments continue to make progress, with a focus on excelling at delivering quality products and services.  The 
Company seeks to meet the needs of customers today, as well as anticipating their future needs in the ever-changing landscape 
of the digital assets industry.   

Q3 2022 Highlights 

BIGG: 

• Announced the engagement of Hybrid Financial, a leading investor relations and capital markets advisory firm, to provide 
investor relations and consulting services for an initial six month term at a cost of $15,000 per month.  Hybrid Financial 
is a sales and distribution company that actively connects issuers to the investment community across North America. 

• Granted 850,000 incentive stock options to directors, officers, employees and consultants.  The options are subject to 
the Company’s Stock Option Plan, vest over a period of up to 24 months and are exercisable at $0.45 per share for a 
period of 5 years. 

 



 

                             
Management Discussion & Analysis                 

For the Nine Months Ended September 30, 2022 
  

 

3 
 

Netcoins operations: 

• Netcoins revenues were $1,003,398 (2021 - $2,197,804), down approximately 54% from the prior year due to the reduced 
trading volumes within the crypto market, lower cryptocurrency prices and general negative sentiment in the traditional 
markets.  Despite the revenue drop, the margin rate was up slightly at 1.38%, as compared to 1.32% in 2021. 

• Active Users totaled approximately 8,902 (2021- 11,272), down 37% from the prior quarter and 21% year-over-year (YoY). 
• Announced initial launch plans for Netcoins US operations. Netcoins USA Inc, based in the state of Wyoming, will begin 

its operations in the fourth quarter of this year and will launch its trading platform starting in five states: California, 
Pennsylvania, Michigan, Missouri and Virginia.  With significant growth aspirations, Netcoins plans to launch additional 
states in Q1 2023 pending approvals. Over the prior six months, the Netcoins team has been diligently working to enhance 
its proposition, now with over 30 coins and a renewed focus on the user experience and customer journeys within the 
platform.  In addition, Netcoins has been working on a number of leading FinTech integrations to bolster its ecosystem 
and create a strong foundation for its North American business. Netcoins will comply with US regulations and will 
continue to operate as a compliance-first crypto platform that is focused on regulatory adherence and customer safety.  
Netcoins will launch in the US with a Mobile only proposition that will be available on iOS and Android. 

BTGI operations: 

• BTGI revenues increased by 22% to $519,252 (2021 - $427,195) as compared to Q2 2021, at a margin rate of 86% (2021 
- 85%) 

• Renewed an annual contract with a global crypto payments company for US $270K. The crypto payments company serves 
more than 100K retailers globally with real-time payments. It will continue using tools in Blockchain Intelligence Group’s 
crypto insights ecosystem: QLUE™ for investigations and BitRank Verified® for automated risk monitoring. 

• Launched partnerships with two South Korean firms for market entry. The objective is to provide leading blockchain 
investigation support and automated risk monitoring to South Korean law enforcement and financial services. 

• Continued performance enhancements were made to BTGI’s products  
 Launched several enhancements on the iGraph (investigation graphing tool). 
 Launched Custom Risk Scoring that will allow our clients to define their own risk profiles.  
 Launched the world’s first NFT Explorer along with its portal, NFTMapping.com. 

Netcoins’ Restricted Dealer License  

BIGG strongly believes the future of crypto is a safe, compliant, and regulated environment. 

On September 29, 2021, Netcoins obtained its registration as a restricted dealer in the provinces of British Columbia, Alberta, 
Saskatchewan, Manitoba, Ontario, Quebec, New Brunswick, Prince Edward Island, and Nova Scotia.  Shortly thereafter, 
Netcoins was registered in Newfoundland. 

Netcoins is one of the first crypto trading platforms (CTPs) to be registered as a restricted dealer in Canada, which will provide 
a distinct early mover advantage as the industry continues to mature and evolve into a regulated framework. Under this 
framework, Netcoins will continue to operate and market to new customers across Canada, including Ontario. Netcoins 
anticipates continued growth on its platform through:  

 the addition of new coins 
 additional launches of Netcoins Pay and other new products 
 expansion into the United States, and 
 expanding advertising campaigns to new channels to reach new audiences. 

Custody and Safeguarding of Digital Currencies 

Netcoins has made safeguarding and custody of customer assets a priority, and has dedicated significant time and resources 
to evaluating third-party custody providers to ensure the solution offered through Netcoins provides the most integrity and 
security to its customers.   Netcoins does not maintain custody of (or otherwise hold) crypto assets owned by customers.   

Netcoins utilizes BitGo Trust Company, Inc. (“BitGo”) as its primary custodian.   
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On March 24, 2022, Netcoins received an update to its restricted dealer license with the BCSC and CSA that permits the 
company to hold up to 20% of its total client crypto assets online in hot wallets secured by Fireblocks Ltd. (“Fireblocks”).   

A summary of each custodian is provided below. 

BitGo Trust Company, Inc. 

BitGo Trust Company, Inc. acts as the third-party custodian for customer crypto assets (including providing cold wallet 
custodian services). BitGo is responsible for holding and safeguarding these crypto assets. BitGo does not act as a payment 
processor in connection with their custodian service arrangements with Netcoins.  

BitGo is a trust company organized under the laws of the State of South Dakota and regulated as a trust company by the 
Division of Banking in South Dakota. BitGo has not appointed any sub-custodian to hold any of the crypto assets. All of the 
Company’s long-term Bitcoin investment holdings are also held in cold storage with BitGo.  

BitGo provides insured wallet management and custody solutions for a variety of digital assets, maintaining a comprehensive 
insurance policy for digital assets covering $100 million in losses for crypto assets held in cold storage and in hot wallets, 
including the assets owned by Netcoins’ customers. BitGo is not responsible for any losses resulting from inaccurate 
instructions and the Company is responsible for maintaining adequate security and control of any and all keys, IDs, passwords, 
hints, personal identification numbers, non-custodial wallet keys, API keys, yubikeys, 2-factor authentication devices or 
backups, or any other codes that the Company uses to access BitGo. Furthermore, BitGo is not responsible for any damage or 
interruptions caused by any computer viruses, spyware, scareware, Trojan horses, worms or other malware that may affect 
the Company’s computer or other equipment, or any phishing, spoofing or other attack, unless such damage or interruption 
directly resulted from BitGo’s gross negligence, fraud, or willful misconduct. There are no limitations on liability if BitGo 
breaches its confidentiality obligations or if any damage or interruptions directly result from BitGo’s gross negligence, fraud, 
or willful misconduct. All other damages are limited to the fees paid to BitGo within the twelve-month period preceding the 
incident giving rise to such liability.  

The due diligence process for BitGo included the following:  

• Review of BitGo Inc.’s (which licenses technology to BitGo Trust Company, Inc.) SOC 2 Type 2 report and certification 
(System and Organization Controls Report Relevant to Security conducted by Deloitte for the periods from December 1, 
2019 to September 30, 2020 and October 1, 2020 to September 30, 2021, with a bridge letter obtained for the period 
of October 1, 2021 to December 31, 2021).  

• Review of BitGo Trust Company’s SOC 1 Type 2 report and certification for the period of April 1, 2021 to September 30, 
2021. 

• Review of BitGo’s comprehensive insurance policy for digital assets which currently covers $100 million in losses for 
funds held in cold storage, includes a set of corporate insurance policies, and optional hot wallet insurance.  

• Confirmation that BitGo will hold all crypto assets in trust for customers of Netcoins in an omnibus account in the name 
of Netcoins, and separate and distinct from the assets of Netcoins and all of BitGo’s other clients.  

• Review of BitGo systems that permit Netcoins to generate a unique address for each customer account so it can track 
who sent the funds in, and which account to credit. When a customer sends funds, it creates a new BitGo sub-account, 
which feeds into one main account which is in the name of Netcoins. Once a customer account is funded with the 
relevant crypto asset, BitGo custodies the crypto asset. BitGo utilizes 100% multi-signature technology to remove single 
points of failure, user and wallet controls to establish and enforce internal policies and procedures, and two-factor 
authentication for all accounts.  

• Review of BitGo’s policies and procedures which it has established and applied that manage and mitigate the custodial 
risks, including, but not limited to, an effective system of controls and supervision to safeguard the crypto assets for 
which it acts as custodian.  

• Confirmation that BitGo has an independent internal audit performed by Eide Bailly LLP, a public accounting firm.  

Netcoins has conducted due diligence on BitGo and has not identified any material concerns. The Company is not aware of 
anything with regards to BitGo’s operations that would adversely affect the Company’s ability to obtain an unqualified audit 
opinion on its audited financial statements. The Company is not aware of any security breaches or other similar incidents 
involving BitGo as a result of which crypto assets have been lost or stolen. There are no restrictions on the Company’s ability 
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to move crypto assets from the custodianship of BitGo, and these transfers can occur immediately, subject to the control 
processes, such as two video conferences to authorize cold storage transfers.  

Netcoins has assessed the risks and benefits of using BitGo and has determined that in comparison to a Canadian custodian it 
is more beneficial to use BitGo, a U.S. custodian, to hold client assets than using a Canadian custodian, as there is not a suitable 
Canadian custodian option at this time.  

In addition to the initial due diligence on BitGo, Netcoins continues to conduct ongoing due diligence on BitGo. As part of an 
annual review, Netcoins will require BitGo to:  

• provide copies of any completed SOC reports and reviewing same for any increase risk to Netcoins;  
• confirm from BitGo that it maintains adequate insurance coverage;  
• verify the amount of BitGo’s equity and other financial metrics to address counterparty risk; and  
• verify that BitGo maintains any requisite licenses including licenses issued by the Division of Banking in South Dakota or 

any other regulator.  

The Company currently uses both hot and cold wallet systems within BitGo.  

• The cold wallet is completely segregated, is not connected to the internet and is used for long term storage of crypto 
assets. The cold wallet requires two of four authorized signatories, as representatives of the Company, to verify any 
transfers from the cold wallet via video conference.  

• The hot wallet is connected through the internet, is connected to the Netcoins web application via API and all customer 
deposits and withdrawals are processed through the hot wallet. As thresholds are met, transfers are reviewed and signed 
manually by one of four authorized signatories. The relevant thresholds include limits of 0.65 BTC per transaction, 6.5 
BTC per hour, or 65 BTC per day. 

Fireblocks Ltd. 

Fireblocks is a developer of a blockchain security platform designed to protect digital assets. The platform securely transfers 
assets across exchanges, wallets, custodians, and counterparties and keeps them readily available using Fireblocks’ patent-
pending chip isolation security, and model predictive control (MPC) technology, enabling traders to safeguard digital assets. 

Fireblocks Ltd. is incorporated under the laws of Tel Aviv, Israel, and has obtained a SOC 2 Type 2 audit report prepared by the 
auditors of Fireblocks, a leading global audit firm.  Netcoins has reviewed a copy of the SOC 2 Type 2 report for the period of 
September 1, 2020 to August 31, 2021, with a bridge letter obtained for the period of September 1, 2021 to December 31, 
2021 and has not identified any material concerns.  

Netcoins licenses software from Fireblocks which includes a crypto asset wallet that stores private and public keys and interacts 
with various blockchains to send and receive crypto assets and monitor balances.  To provide additional security for keys to 
crypto assets held with Fireblocks, Netcoins licenses software from Digital Assets Services Limited (trading as “Coincover”), 
including key pair creation, key pair storage, device access recovery and account access recovery. Coincover is based in the 
United Kingdom and is regulated by the U.K. Financial Conduct Authority.  

Netcoins is permitted to to hold up to 20% of its total client crypto assets online in hot wallets secured by Fireblocks.  Hot 
wallets are connected to the internet, so the private keys required to sign transactions are always online. Transactions can be 
created and recorded on the blockchain in an automated way, without the need for human involvement. The advantage of 
this approach is that users can quickly and easily trade their assets. The disadvantage is that because the wallet is always 
connected to the internet and the keys are in a single location, this approach can be more vulnerable to theft if the security of 
the system is compromised.  

Netcoins has obtained third-party insurance which includes coverage for the crypto assets held in Fireblocks hot wallets in the 
event of loss or theft. As well, Fireblocks has insurance coverage in the amount of USD$30 million in aggregate, in the event 
of theft of crypto assets from hot wallets secured by Fireblocks - including the assets owned by Netcoins’ customers.  
Additionally, backup key material for Netcoins’ hot wallets is secured by Coincover and is 100% insured against loss or theft 
via a leading global insurance provider.  To further mitigate risk to its clients, Netcoins will set aside cash that will be held in 
an account at a Canadian financial institution, separate from the its operational accounts and client trust account, in an amount 
equal or greater than the value of client crypto obligations held with Fireblocks less the amount of Fireblocks insurance 
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coverage.  Depending on the circumstances, either funds from Coincover or Netcoins’ supplemental bank account would be 
available in the event of loss of crypto assets held in Netcoins’ hot wallet.  

Summary of Quarterly Information  

Selected financial information for each of the eight most recently completed quarters are as follows: 

 
 

Revenue 
($) 

Operating 
expenses 

($) 

Share-based 
payments 

($) 

Net  
income (loss) 

($) 

Other 
comprehensive 
income (loss) 

($) 

Basic and diluted 
income (loss) 

per share  
($) 

Q3 2022 1,522,650 4,696,816 288,733 (1,968,113) 350,751 (0.01) 
Q2 2022 2,246,653 7,964,210 391,657 (21,239,122) (9,025,927) (0.09) 
Q1 2022 2,510,226 7,052,994 782,873 (5,534,090) (284,015) (0.02) 
Q4 2021 3,270,312 6,490,654 186,667 (4,038,764) (209,519) (0.02) 
Q3 2021 2,624,999 6,325,919 2,508,606 1,026,876 1,310,219 (0.00) 
Q2 2021 4,547,198 7,028,530 2,495,835 (7,968,795) (3,408,052) (0.03) 
Q1 2021 3,672,638 4,190,486 1,091,582 3,936,505 4,327,578 0.02 
Q4 2020 1,012,889 2,248,269 2,531 (316,667) 2,694,451 (0.00) 

Three Months Ended September 30, 2022 

The Company recorded total revenues of $1,522,650 (2021 - $2,624,999), marking a decrease of $1,102,349 or 42% from the 
same period of the prior year.  

BTGI revenues were comprised of $406,037 (2021 - $278,614) in product sales and $113,215 (2021 - $148,581) for services 
rendered.  Service revenues included $109,032 (2021 - $140,593) received from an investigator-developed, online certification 
course for digital currency investigations - the Cryptocurrency Investigator Certification Course (available online at 
www.CryptoInvestigatorTraining.com).  Overall, revenues increased by 22% over the same period of the prior year.  Cost of 
sales was $70,595 (2021 - $63,574).  Gross margin was 86% (2021 - 85%). 

Revenues from Netcoins’ digital currency sales during the period were $1,003,398 (2021 - $2,197,804), marking a decline of 
54% from the same period of the prior year. The decrease was largely driven by the reduction in trading volumes within the 
overall crypto market, slumping crypto prices and an overall malaise in the traditional markets. During the three months ended 
September 30, 2022, total proceeds from digital currency inventory sold were $72,812,742 - representing a 45% decrease from 
Q2 2022 revenues and a 54% decrease from those of the 2021 comparative quarter. The total cost of digital currency inventory 
sold was $71,809,344.  Gross margin was 1.38% (2021 - 1.32%).   

The Company reported a net loss of $1,968,113 for the three-month period ended September 30, 2022, as compared to net 
income of $1,026,876 for same period of the prior fiscal year.  

General and administrative expenses for the three months ended September 30, 2022 totaled $4,696,816 (2021 - $6,325,919).  
Bad debt expense recorded during the period was $25,934 (2021 - $Nil). Share-based compensation expense of $288,733 
(2021 - $2,508,606) related to the grant of stock options that vested during the quarter and/or amounts accrued for services 
provided.  During the period, the Company applied a forfeiture rate of 13%, which is based upon the Company’s analysis of 
the number and value of granted stock options that did not vest from 2018 to 2021 due to employment service requirements 
not being met.    

Wages and benefits for the three-month period ended September 30, 2022 totaled $1,968,597 (2021 - $1,292,836), marking 
an increase of $675,761 over the 2021 comparative quarter and in-line with those of the most recent two quarters.  This 
increase reflects the additional staff, particularly within the Netcoins’ operations, to meet the growth of the business and 
customer needs. 

Corporate activity levels increased over those of the prior year with office expenses rising by $263,359 to $703,610 (2021 - 
$440,251), which included: bank charges of $127,547 (2021 - $52,174); office expenses of $118,893 (2021 - $94,044); office 
rent of $7,826 (2021 - $7,365); telecommunications of $3,632 (2021 - $2,019); insurance of $72,077 (2021 - $30,071), and 
computer and internet expenses of $373,635 (2021 - $254,578).  Amortization of equipment was $37,141 (2021 - $28,690), 
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with $41,527 (2021 -$101,359) recorded against intangible assets.  During the period, the Company wrote-off equipment of 
$1,381 (2021 - $Nil). 

Expenditure on advertising and promotion totaled $461,907 (2021 - $1,243,140).  Costs paid included meals and entertainment 
of $1,996 (2021 - $4,008) and other promotional expenses of $459,911 (2021 - $1,239,132).  Promotional expenses were 
comprised mainly of Netcoins’ television and radio advertisements, and search engine optimization (SEO) and digital 
advertising.   

Business operations expense comprises costs of $113,039 (2021 - $Nil) related to Netcoins’ operations and includes losses due 
to fraud. During the quarter, Netcoins recorded a recovery of costs of $258,235 pertaining to a software vulnerability that 
allowed a customer to fraudulently increase their fiat holdings during the prior quarter. This vulnerability was fixed by the 
Netcoins’ development team within the hour. No customer accounts were compromised, and no customer funds or digital 
coins were compromised.  

During 2022, the Company continued to grow its relationships and reputation within the digital assets community.  At the 
onset of the COVID-19 pandemic travel was curtailed. During the period, the Company’s participation at trade shows and other 
activities incurred costs of $47,427 (2021 –$18,377). Shareholder communications costs decreased from those of the prior 
year, totaling $4,589 (2021 - $7,562).  

During the quarter, the Company recorded professional fees in the amount of $312,428 (2021 - $239,047) in relation to audit 
accruals and fees, and legal fees. Consulting fees were $393,820 (2021 - $181,083). 

During the three months ended September 30, 2022, the Company recorded research and development costs in the amount 
of $246,292.  During the prior year, the Company recorded research and development costs of $203,886.  Costs increased over 
the same period of the prior year by $42,406 and pertain to the on-going development of BTGI’s products.   

During the quarter, the Company recorded regulatory and listing fees of $23,846 (2021 - $20,705). In addition, the Company 
paid director’s fees of $27,926 (2021 - $37,701) to its non-management directors.   

Interest income for the quarter ended September 30, 2022 was $58,594 (2021 - $28,010). 

The Company recorded a foreign exchange gain of $45,130 (2021 - $192,584).  During the quarter, Netcoins sold a number of 
coins from its float and realized a loss of $213,055 (2021 - $Nil).  As well, the Company sold coins from its long-term holdings, 
realizing a gain of $2,426 (2021 - $34,977).  

A revaluation loss of $1,105,841 (2021 - gain of $495,000) was recorded on equity investments measured at fair value through 
profit and loss (“FVTPL”).  The Company recorded an unrealized gain of $3,121,824 (2021 – $4,041,373) on its digital currency 
inventory during the quarter.  In the prior year, the Company reported an unrealized loss on digital currencies of $574. 

During the three months ended September 30, 2022, the Company recorded an equity loss from investment in TerraZero of 
$631,049 (2021 - $Nil).  In accordance with IAS 28, the Company now applies equity accounting to the investment as the 
Company has significant influence over TerraZero due to the Company’s share ownership (30.49%) and representation on 
TerraZero’s Board of Directors.  As a result, the investment the carrying amount of the investment will increase or decrease at 
each reporting period to recognize the Company’s share of the profit or loss of TerraZero for the particular period. 

Nine Months Ended September 30, 2022 

The Company recorded total revenues of $6,279,529 (2021 - $10,844,835), marking a decrease of $4,565,306 or 42% from the 
same period of the prior year.  

BTGI revenues were comprised of $1,113,160 (2021 - $662,269) in product sales and $442,569 (2021 - $453,946) for services 
rendered.  Service revenues included $427,003 (2021 - $414,581) received from an investigator-developed, online certification 
course for digital currency investigations - the Cryptocurrency Investigator Certification Course (available online at 
www.CryptoInvestigatorTraining.com).  Overall, revenues increased by 39% over the same period of the prior year.  Cost of 
sales was $266,101 (2021 - $144,687).  Gross margin was 83% (2021 - 87%). 

Revenues from Netcoins’ digital currency sales during the period were $4,723,800 (2021 - $9,728,620), marking a decline of 
51% from the same period of the prior year. The decrease was largely driven by the reduction in trading volumes within the 
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overall crypto market, slumping crypto prices and an overall malaise in the traditional markets.  During the period ended 
September 30, 2022, total proceeds from digital currency inventory sold were $344,442,766 - representing a 55% decrease 
from those of the 2021 comparative period. The total cost of digital currency inventory sold was $339,718,966.  Gross margin 
was up, at 1.37% (2021 - 1.32%).   

The Company reported a net loss of $28,741,325 for the period ended September 30, 2022, as compared to $3,005,414 for 
same period of the prior fiscal year. Of this amount, $10,101,556 related to unrealized losses on digital currency inventory – 
which arose due to the continued price depreciation of cryptocurrencies held – and $2,906,498 related to realized losses on 
sales of digital currency inventory. 

General and administrative expenses for the nine months ended September 30, 2022 totaled $19,714,020 (2021 - 
$17,544,935).  Share-based compensation expense of $1,463,263 (2021 - $6,096,023) related to the grant of stock options 
that vested during the quarter and/or amounts accrued for services provided.  During the period, the Company applied a 
forfeiture rate, which is based upon the Company’s analysis of the number and value of granted stock options that did not vest 
from 2018 to 2021 due to employment service requirements not being met.     

Wages and benefits for the period ended September 30, 2022 totaled $5,555,937 (2021 - $3,844,953), marking an increase of 
$1,710,984 over the 2021 comparative period.  This increase reflects the additional staff, particularly within the Netcoins’ 
operations, to meet the growth of the business and customer needs. 

Corporate activity levels increased over those of the prior year with office expenses rising by $1,084,396 to $2,108,193 (2021 
- $1,023,797), which included: bank charges of $506,241 (2021 - $140,759); office expenses of $342,650 (2021 - $252,822); 
office rent of $20,199 (2021 - $17,800); telecommunications of $8,751 (2021 - $8,481); insurance of $143,393 (2021 - $79,458), 
and computer and internet expenses of $1,086,959 (2021 - $524,477).  Amortization of equipment was $106,660 (2021 - 
$140,483), with $222,284 (2021 -$285,499) recorded against intangible assets. During the period, the Company wrote-off 
equipment of $1,381 (2021 - $Nil). 

Expenditure on advertising and promotion totaled $5,353,150 (2021 - $4,425,196).  Costs paid included meals and 
entertainment of $8,744 (2021 - $4,753) and other promotional expenses of $5,344,406 (2021 -$4,420,443).  Promotional 
expenses were comprised mainly of Netcoins’ television and radio advertisements, and search engine optimization (SEO) and 
digital advertising.   

Business operations expense comprises costs of $1,812,441 (2021 - $Nil) related to Netcoins operations and includes losses 
due to fraud of $1,512,274 (2021 - $Nil). 

With the onset of the COVID-19 pandemic travel was curtailed. During the period, the Company began to ramp up its 
participation at tradeshows and conferences, with $55,352 incurred during the period (2021 - $17,963). Shareholder 
communications costs decreased from those of the prior year, totaling $12,152 (2021 - $37,113).  

During the period, the Company recorded professional fees in the amount of $1,423,090 (2021 - $701,733) in relation to audit 
accruals and fees, and legal fees. Consulting fees were $764,412 (2021 - $299,642). 

During the period ended September 30, 2022, the Company recorded research and development costs in the amount of 
$696,440, which were offset by government grants of $30,000.  During the prior year, the Company recorded research and 
development costs of $715,310, offset by government grants of $198,291, for a net expense of $517,019. These costs pertain 
to the on-going development of BTGI’s products.   

During the period, the Company recorded regulatory and listing fees of $60,933 (2021 - $76,438). In addition, the Company 
paid director’s fees of $83,779 (2021 - $76,400) to its non-management directors.   

Interest income for the period ended September 30, 2022 was $118,586 (2021 - $71,970).  

The Company recorded a foreign exchange gain of $59,629 (2021 – loss of $47,935).  A gain of $145,084 (2021 - $Nil) was 
realized upon the sale of equity investments.  During the period, Netcoins sold a number of coins from its inventory float and 
realized a loss of $2,906,498 (2021 - $Nil). In addition, a net gain of $2,281 (2021 - $34,977) was recorded on sale of certain 
digital currencies.   
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As well, the Company recorded a revaluation loss of $403,372 (2021 – gain of $495,000) on its equity investments measured 
at fair value through profit and loss (“FVTPL”).  The Company recorded an unrealized loss of $10,101,566 (2021 – gain of 
$3,280,001) on its digital currency inventory. In the prior year, the Company reported an unrealized gain on digital currencies 
of $5,360.  

During the period ended September 30, 2022, the Company recorded an equity loss from investment in TerraZero of 
$1,953,496 (2021 - $Nil).  In accordance with IAS 28, the Company now applies equity accounting to the investment as the 
Company has significant influence over TerraZero due to the Company’s share ownership and representation on TerraZero’s 
Board of Directors.  As a result, the investment the carrying amount of the investment will increase or decrease at each 
reporting period to recognize the Company’s share of the profit or loss of TerraZero for the particular period. 

LIQUIDITY AND CAPITAL RESOURCES           

At September 30, 2022, the Company had working capital of $13,589,732 (December 31, 2021 - $49,646,913).  Cash as at 
September 30, 2022 was $4,231,682, as compared with $31,846,032 at December 31, 2021. Restricted cash of $7,344,722 
(December 31, 2021 - $6,948,310) comprised primarily of Netcoins’ customer funds held in trust and $82,500 (2021 - $82,500) 
was held in a Guaranteed Investment Certificate in favour of the Toronto-Dominion Bank, as security for corporate credit 
cards.  

At the date of this MD&A, the Company has received proceeds of $608,369 and $374,505 from the exercise of 3,223,232 stock 
options and 1,265,800 share purchase warrants, respectively.  An aggregate 3,428,750 stock options and 5,003,813 share 
purchase warrants are currently in-the-money and if exercised may realize proceeds of $390,500 and $293,143, respectively.  

The Company relies upon various sources of funds for its ongoing operating and investing activities. These sources include 
proceeds from dispositions of investments, interest income from investments, and capital raising activities such as private 
placement or public equity financings. As at September 30, 2022, and as at the date of this MD&A, the Company has no debt 
or borrowings. 

During the period ended September 30, 2022, the Company experienced cash outflows of $54,611,650 (2021 - $14,827,643) 
from operating activities.  Investing activities provided cash of $26,136,135 (2021 – used cash of $1,371,115), of which 
$294,704 was used for the purchase of equipment, $9,882,500 was invested in TerraZero Technologies Inc., $2,070,543 was 
invested in Luxxfolio Holdings Inc., and $247,901 was used to purchase digital currencies.  In addition, $126,136 was realized 
from the sale of digital currencies, and proceeds of $203,635 were realized on the sale of investments, while the sale of 
inventory returned $38,302,012. Financing activities realized inflows of $871,531 (2021 - $52,309,842).  Cash proceeds of 
$871,531 were received for the issuance of an aggregate 4,070,208 common shares as follows: $516,037 on the exercise of 
2,868,108 stock options; and, $355,494 on the exercise of 1,202,100 warrants.  Advance share subscriptions of $4,000 received 
in December 2021 were settled with the issuance of common shares.  Share issue costs totaled $8,024 (2021 - $32,821).  During 
the period, the Company recorded the reduction of the lease liability of $22,765 (2021 - $17,487).  

Overall, cash decreased by $27,638,773, as compared to an increase of $36,060,776 during the same period of the prior year. 

As at September 30, 2022, the Company held $7,669,512 (December 31, 2021 - $16,758,928) in digital currency investments 
that could be converted to cash should the Company need additional liquidity. Subsequent to September 30, 2022, the 
Company sold 150 Bitcoin at an average price of $21,520 for proceeds of $3,228,010, moving into cash from its long-term 
holdings in order to mitigate some of the current price risk (see Subsequent Events below). 

The Company has incurred losses and has had negative cash flows from operations since inception that have primarily been 
funded through financing activities.  The Company continues to rely on financing through equity raises or debt instruments to 
support its operations and expects to do so until the business operates with sufficient cash flows from operations. Although 
the Company has been successful in the past in obtaining financing, there is no assurance that it will be able to obtain adequate 
financing in the future or that such financing will be on terms advantageous to the Company. 

Management cannot provide assurance that the Company will achieve profitable operations or become cash flow positive, or 
raise additional funds via equity issuances or debt instruments.  Its ability to continue as a going concern depends upon 
whether it develops profitable operations and continues to raise adequate financing.  These factors cast significant doubt on 
the Company’s ability to continue as a going concern. The interim condensed consolidated financial statements do not reflect 
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the adjustments to the carrying amounts of assets and liabilities and the reported expenses that would be necessary if the 
Company were unable to realize its assets and settle its liabilities as a going concern in the normal course of operations. Such 
adjustments could be material. 

Management's Response to the COVID-19 Pandemic  

The World Health Organization declared the Novel Coronavirus (“COVID-19”) a pandemic on March 11, 2020.  On March 13, 
the Company responded rapidly and proactively to COVID-19, closing its Vancouver headquarters indefinitely.  As the Company 
operates in the technology sector, it was already well positioned for and able to accommodate a quick transition to remote 
working – resulting in minimal impact on the Company’s operations. 

The health and safety of our employees, their families and the communities in which the Company operates is management’s 
first priority.  The Company continues to adopt the advice of public health authorities and adhering to government regulations 
with respect to COVID-19 in the jurisdictions in which it operates. The following measures have been instituted across the 
Company to prevent the potential spread of the virus: • Limited access to its corporate offices • Employees are working 
remotely • Social distancing practices have been implemented for in-person meetings, with meeting participation via 
teleconferencing encouraged • Reduction of business travel • Testing and or quarantine, as recommended and/or required 
from time to time, for any employees returning from out of country travel.  

FORWARD-LOOKING INFORMATION                

This MD&A contains certain statements that may constitute “forward-looking information” (also referred to as “forward-
looking statements”) within the meaning of Canadian securities legislation. Forward-looking statements are provided for the 
purpose of furnishing information about management’s current expectations and plans and allowing investors and others to 
get a better understanding of the Company’s operating environment. All statements, other than statements of historical fact, 
are forward-looking statements. 

In this MD&A, forward-looking statements are necessarily based upon a number of estimates and assumptions that, while 
considered reasonable by the Company at this time, are inherently subject to significant business, economic and competitive 
uncertainties and contingencies that may cause the Company’s actual financial results, performance, or achievements to be 
materially different from those expressed or implied herein. Some of the material factors or assumptions used to develop 
forward-looking statements include, without limitation, the uncertainties associated with: future anticipated business 
developments and the timing thereof, business and financing plans, and the overall impact of misjudgments made in good 
faith in the course of preparing forward-looking information as well as other risks and uncertainties referenced under “Risks 
and Uncertainties” in this MD&A. 

Forward-looking statements involve risks, uncertainties, assumptions, and other factors including those referenced in the 
“Risks and Uncertainties” section of this MD&A, and, as a result they may never materialize, prove incorrect or materialize 
other than as currently contemplated which could cause the Company’s results to differ materially from those expressed or 
implied by such forward-looking statements. Any statements that express or involve discussions with respect to predictions, 
expectations, beliefs, plans, projections, objectives, assumptions or future events or performance (often, but not always, 
identified by words or phrases such as “expects”, “is expected”, “anticipates”, “believes”, “plans”, “projects”, “estimates”, 
“assumes”, “intends”, “strategy”, “goals”, “objectives”, “potential”, “possible” or variations thereof or stating that certain 
actions, events, conditions or results “may”, “could”, “would”, “should”, “might” or “will” be taken, occur or be achieved, or 
the negative of any of these terms and similar expressions) are not statements of fact and may be forward-looking statements. 

Investors are cautioned not to put undue reliance on forward-looking statements, and investors should not infer that there 
has been no change in the Company’s affairs since the date of this report that would warrant any modification of any forward-
looking statements made in this document, other documents periodically filed with or furnished to the relevant securities 
regulators or documents presented on the Company’s website. All subsequent written and oral forward-looking statements 
attributable to the Company or persons acting on its behalf are expressly qualified in their entirety by this notice. The Company 
disclaims any intent or obligation to update publicly or otherwise revise any forward-looking statements or the foregoing list 
of assumptions or factors, whether as a result of new information, future events or otherwise, subject to the Company’s 
disclosure obligations under applicable Canadian securities regulations. Investors are urged to read the Company’s filings with 
Canadian securities regulatory agencies, which can be viewed online at www.sedar.com. 
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RISKS AND UNCERTAINTIES            

The Company is an early-stage technology company with limited operating history and, in addition to facing all of the 
competitive risks it will also face all the risks inherent in developing a business including: access to capital, ability to attract 
and retain qualified employees, ability to attract and maintain customers and the ability to put in place appropriate operating 
and control procedures routines.  

Industry specific risks include, but are not limited to: 

• Entry into Digital Asset Development and Exchange Business:  The digital currency business is highly competitive, and is 
populated with many companies, large and small, with the capital and expertise to evaluate, purchase and exploit new 
innovative opportunities. Even with capital and experience, industry risks are significant. Regulatory compliance is an 
increasingly complex and costly obstacle to many new projects, and often times, and even if compliance is obtained, 
they may be sufficiently restrictive or stifle innovation of start-up opportunities with distributed ledger technology.  The 
Company may not be able to finance its potential growth as demand on human resources increases. There is no 
assurance that its entry into this business activity will be successful.  

• Failure to Innovate:  The Company’s success depends upon its ability to design, develop, test, market, license and 
support new software products and enhancements of current products on a timely basis in response to both 
competitive threats and marketplace demands. In addition, software products and enhancements must remain 
compatible with the other software products and systems used by its customers. Often, the Company must integrate 
software licensed or acquired from third parties with its proprietary software to create or improve its products. If the 
Company is unable to successfully integrate third party software to develop new software products and enhancements 
to existing products, or to complete products currently under development, its operating results will materially suffer. 
In addition, if the integrated or new products or enhancements do not achieve acceptance by the marketplace, the 
Company’s operating results will materially suffer. Also, if new industry standards emerge that the Company does not 
anticipate or adapt to, its software products could be rendered obsolete and, as a result, its business and operating 
results, as well as its ability to compete in the marketplace, would be materially harmed.  

• Competition:  The Company is engaged in an industry that is highly competitive.   Because its industry is evolving and 
characterized by technological change, it is difficult for the Company to predict whether, when and by whom new 
competing technologies may be introduced or when new competitors may enter the market. The Company faces 
increased competition from companies with strong positions in certain markets the Company intends to serve and in 
new markets and regions it may enter. Many of the Company’s competitors have significantly greater financial and 
other resources than the Company currently possesses and may spend significant amounts of resources to gain market 
share. The Company cannot assure investors that it will be able to compete effectively against current and future 
competitors. In addition, increased competition or other competitive pressures may result in price reductions, reduced 
margins or loss of market share, any of which could have a material adverse effect on the Company’s business, financial 
condition or results of operations. Competitors may be able to respond to new or emerging technologies and changes 
in customer requirements more effectively than the Company can, or devote greater resources to the development, 
promotion and sale of products than the Company can. Current and potential competitors may establish cooperative 
relationships among themselves or with third parties, including through mergers or acquisitions, to increase the ability 
of their products to address the needs of the Company’s prospective customers. If these competitors were to acquire 
significantly increased market share, it could have a material adverse effect on the Company’s business, financial 
condition or results of operations. The Company’s competitors may also establish or strengthen co-operative 
relationships with systems integrators, third-party consulting firms or other parties with whom the Company has 
relationships, thereby limiting its ability to promote its products.  

• Failure to Protect its Intellectual Property:  Failure to protect the Company’s intellectual property could harm its ability 
to compete effectively. The Company is highly dependent on its ability to protect its proprietary technology. The 
Company intends to rely on a combination of copyright, trademark and trade secret laws, as well as non-disclosure 
agreements and other contractual provisions to establish and maintain its proprietary rights. The Company intends to 
protect its rights vigorously. However, there can be no assurance that these measures will, in all cases, be successful. 
Enforcement of the Company’s intellectual property rights may be difficult, particularly in some nations outside of North 
America in which the Company may seek to market its products. While U.S. and Canadian copyright laws, international 
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conventions and international treaties may provide meaningful protection against unauthorized duplication of 
software, the laws of some foreign jurisdictions may not protect proprietary rights to the same extent as the laws of 
Canada or of the United States. The absence of internationally harmonized intellectual property laws makes it more 
difficult to ensure consistent protection of the Company’s proprietary rights. Software piracy has been, and is expected 
to be, a persistent problem for the software industry, and piracy of the Company’s products represents a loss of revenue 
to the Company. Despite the precautions the Company may take, unauthorized third parties, including its competitors, 
may be able to: (i) copy certain portions of its products; or (ii) reverse engineer or obtain and use information that the 
Company regards as proprietary. Also, the Company’s competitors could independently develop technologies that are 
perceived to be substantially equivalent or superior to the Company’s technologies. The Company’s competitive 
position may be materially adversely affected by its possible inability to effectively protect its intellectual property. 

• Intellectual Property Infringement:  Other companies may claim that the Company has infringed their intellectual 
property, which could materially increase costs and materially harm the Company’s ability to generate future revenue 
and profits. Claims of infringement are becoming increasingly common as the software industry develops and as related 
legal protections, including patents are applied to software products.   Although the Company does not believe that its 
products infringe on the rights of third parties, third parties may assert infringement claims against the Company in the 
future. Although most of the Company’s technology is proprietary in nature, the Company does include significant 
amounts of third-party software in its products. In these cases, this software is licensed from the entity holding the 
intellectual property rights. Although the Company believes that it has secured proper licenses for all third-party 
software that is integrated into its products, third parties may assert infringement claims against the Company in the 
future. Any such assertion may result in litigation or may require the Company to obtain a license for the intellectual 
property rights of third parties. Such licenses may not be available, or they may not be available on reasonable terms. 
In addition, such litigation could be disruptive to the Company’s ability to generate revenue or enter into new market 
opportunities and may result in significantly increased costs as a result of the Company’s efforts to defend against those 
claims or its attempt to license the patents or rework its products to ensure they comply with judicial decisions. Any of 
the foregoing could have a significant adverse impact on the Company’s business and operating results as well as its 
ability to generate future revenue and profits. The loss of licenses to use third-party software or the lack of support or 
enhancement of such software could materially adversely affect the Company’s business. The Company could also be 
forced to do one or more of the following: (i) stop selling, incorporating or using its products that use the challenged 
intellectual property; (ii) obtain from the owner of the infringed intellectual property right a license to sell or use the 
relevant technology, which license may not be available on reasonable terms, or at all; (iii) redesign those products that 
use allegedly infringing technology which may be costly or time-consuming; or (iv) refund license fees and other 
amounts received, and make payments of additional amounts in damages or settlement payments, for allegedly 
infringing technology or products.  

• Reliance on Third Party Software:  The Company currently depend upon third-party software products to develop its 
products. If in future such reliance existed and the software products were not available, the Company might experience 
delays or increased costs in the development of its products. The Company currently does not rely on software products 
that it licenses from third-parties. Should the Company in the future rely upon third-party software licenses that may 
not continue to be available to the Company, and the related software may not continue to be appropriately supported, 
maintained, or enhanced by the licensors, the loss by the Company of the license to use, or the inability by licensors to 
support, maintain, and enhance any of such software, could result in increased costs or in delays or reductions in 
product shipments until equivalent software is developed or licensed and integrated with internally developed 
software. Such increased costs or delays or reductions in product shipments could materially adversely affect its 
business. The loss of the Company’s rights to use software licensed to it by third parties could increase its operating 
expenses by forcing the Company to seek alternative technology and materially adversely affect its ability to compete. 
In addition, the Company’s web-based software applications depend on the stability, functionality and scalability of the 
underlying infrastructure software including application servers, databases, java platform software and operating 
systems produced by IBM, Microsoft and others. If weaknesses in such infrastructure software exist, the Company may 
not be able to correct or compensate for such weaknesses. If the Company is unable to address weaknesses resulting 
from problems in the infrastructure software such that its products do not meet customer needs or expectations, its 
reputation, and consequently, its business may be significantly harmed. 
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• Regulatory Risks:  The activities of the Company may be subject to regulation by governmental authorities. Achievement 
of the Company’s business objectives are contingent, in part, upon compliance with regulatory requirements enacted 
by these governmental authorities and obtaining all regulatory approvals, where necessary, for the sale of its products. 
The Company cannot predict the time required to secure all appropriate regulatory approvals for its products, or the 
extent of testing and documentation that may be required by governmental authorities. Any delays in obtaining, or 
failure to obtain regulatory approvals would significantly delay the development of markets and products and could 
have a material adverse effect on the business, results of operations and financial condition of the Company. 

• Use of Open Source Software:  The Company’s software makes use of and incorporates open source software 
components. These components are developed by third parties over whom the Company has no control. There are no 
assurances that those components do not infringe upon the intellectual property rights of others. The Company could 
be exposed to infringement claims and liability in connection with the use of those open source software components, 
and the Company may be forced to replace those components with internally developed software or software obtained 
from another supplier, which may increase its expenses. The developers of open source software are usually under no 
obligation to maintain or update that software, and the Company may be forced to maintain or update such software 
itself or replace such software with internally developed software or software obtained from another supplier, which 
may increase its expenses. Making such replacements could also delay enhancements to its products. Certain open 
source software licenses provide that the licensed software may be freely used, modified and distributed to others 
provided that any modifications made to such software, including the source code to such modifications, are also made 
available under the same terms and conditions. As a result, any modifications the Company makes to such software will 
be available to all downstream users of the software, including its competitors. In addition, certain open source licenses 
provide that if the Company wishes to combine the licensed software, in whole or in part, with its proprietary software, 
and distribute copies of the resulting combined work, the Company may only do so if such copies are distributed under 
the same terms and conditions as the open source software component of the work was licensed to the Company, 
including the requirement to make the source code to the entire work available to recipients of such copies. The types 
of combinations of open source software and proprietary code that are covered by the requirement to release the 
source code to the entire combined work are uncertain and much debated by users of open source software. An 
incorrect determination as to whether a combination is governed by such provisions will result in non-compliance with 
the terms of the open source license. Such non-compliance could result in the termination of the Company’s license to 
use, modify and distribute copies of the affected open source software and the Company may be forced to replace such 
open source software with internally developed software or software obtained from another supplier, which may 
increase its expenses. In addition to terminating the affected open source license, the licensor of such open source 
software may seek to have a court order that the proprietary software that was combined with the open source 
software be made available to others, including its competitors, under the terms and conditions of the applicable open 
source license.  

• Lack of Operating History:  The Company has only recently started to carry on its business. The Company is therefore 
subject to many of the risks common to early-stage enterprises, including under-capitalization, cash shortages, 
limitations with respect to personnel, financial, and other resources and lack of revenues. The failure by the Company 
to meet any of these conditions could have a materially adverse effect on the Company and may force it to reduce, 
curtail, or discontinue operations. There is no assurance that the Company will be successful in achieving a return on 
shareholders’ investment and the likelihood of success must be considered in light of the early stage of operations. The 
Company may not successfully address all of the risks and uncertainties or successfully implement its existing and new 
products and services. If the Company fails to do so, it could materially harm its business and impair the value of its 
common stock, resulting in a loss to shareholders. Even if the Company accomplishes these objectives, the Company 
may not generate the anticipated positive cash flows or profits. No assurance can be given that the Company can or will 
ever be successful in its operations and operate profitably.  

• Growth and Consolidation in the Industry:  Acquisitions or other consolidating transactions could have adverse effects 
on the Company. The Company could lose strategic relationships if its partners are acquired by or enter into agreements 
with a competitor, causing the Company to lose access to distribution, content and other resources. The relationships 
between the Company and its strategic partners may deteriorate and cause an adverse effect on the business. The 
Company could lose customers if competitors or user of competing technology consolidate with the Company’s current 
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or potential customers. Furthermore, the Company’s current competitors could become larger players in the market or 
new competitors could form from consolidations. Any of the foregoing events could put the Company at a competitive 
disadvantage, which could cause the Company to lose customers, revenue, and market share. Consolidation in the 
industry could also force the Company to divert greater resources to meet new or additional competitive threats, which 
could harm the Company’s operating results.  

• Intellectual Property Risks:  The Company`s ability to compete largely depends on the superiority, uniqueness, and value 
of its intellectual property and technology, including both internally-developed technology and the ability to acquire 
patent protection and/or trademark protection. To protect its proprietary rights, the Company will rely on a 
combination of trademark, copyright, and trade secret laws, trademark and patent applications, confidentiality 
agreements with its employees and third parties, and protective contractual provisions. Despite these efforts, certain 
risks may reduce the value of the Company’s intellectual property. The Company’s applications for trademarks and 
copyrights relating to its business may not be granted, and if granted, may be challenged or invalidated. There is no 
guarantee that issued trademarks and registered copyrights will provide the Company with any competitive advantages. 
The Company’s efforts to protect its intellectual property rights may not be effective in preventing misappropriation of 
its technology and may not prevent the development and design by others of products or technology similar to, 
competitive with, or superior to those the Company develops. There is a risk that another party may obtain a blocking 
patent and the Company would need to either obtain a license or design around the patent in order to continue to offer 
the contested feature or service in its products.   

An investment in the Company’s common shares is highly speculative and subject to a number of risks and uncertainties.  Only 
those persons who can bear the risk of the entire loss of their investment should participate.  An investor should carefully 
consider the risks described above before investing in the Company’s common shares.  The risks described above are not the 
only ones faced.  Additional risks that the Company currently believes are immaterial may become important factors that 
affect the Company’s business.  If any of these risks occur, or if others occur, the Company’s business, operating results and 
financial condition could be seriously impacted and investors may lose some or all of their investment.   

RELATED PARTY TRANSACTIONS            

During the nine months ended September 30, 2022, the Company entered into the following transactions with related parties: 

a) paid salaries and benefits of $227,638 (2021 - $290,281) to Mark Binns, a director and officer of the Company; 
b) paid salaries and benefits of $213,851 (2021 - $199,535) to Lance Morginn, a director and officer of the Company; 
c) paid salaries and benefits of $217,626 (2021 - $291,219) to Kim Evans, a director and officer of the Company;  
d) paid salaries and benefits of $65,473 (2021 - $60,634) to Kumiko Morginn, the spouse of a director and officer of the 

Company;  
e) paid salaries and benefits of $Nil (2021 - $267,609) to Mitchell Demeter, a former director of the Company and former 

President of Netcoins; 
f) paid salaries and benefits of $Nil (2021 - $153,821) to Robert Whitaker, a former officer of the Company; 
g) paid director’s fees of $83,779 as follows: Robert Birmingham $28,389 (2021 - $25,380), Kalle Radage $27,000 (2021 - 

$Nil), Mark Healy $28,389 (2021 - $Nil), the independent directors of the Company.  During the same period of the prior 
year, former directors Shone Anstey and Thomas Kennedy received fees of $25,165 and $25,855, respectively; and, 

h) as at September 30, 2022 recorded amounts owing to directors and officers of $39,647 (2021 - $18,929) in accounts 
payable. 

The amounts due to related parties are unsecured, non-interest bearing and have no specific terms of repayment.  These 
transactions were in the normal course of operations. 

CAPITAL MANAGEMENT             

The Company includes all components of equity in the definition of capital. The Company’s objectives when managing capital 
are to safeguard the Company’s ability to continue as a going concern in order to pursue the development of its blockchain 
technology and to maintain a flexible capital structure which optimizes the costs of capital at an acceptable risk.  
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The Company manages its 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 capital structure, the Company may consider issuing new 
shares, and/or issue debt, acquire or dispose of assets, or adjust the amount of cash and investments on hand. The Company 
is not currently subject to any externally imposed capital requirements. 

The Company has been dependent upon external financings to fund activities. Until such time as it begins to generate revenue, 
in order to carry out planned expenditures and pay for administrative costs the Company will spend its existing working capital 
and may seek to raise additional funds as needed.  

In order to maximize ongoing development, the Company does not pay out dividends. The Company’s investment policy is to 
keep its cash on deposit in an interest bearing Canadian chartered bank account. Some cash is kept on deposit with fiat to 
digital currency exchanges in order to facilitate the Company’s business.  There have been no significant changes to the 
Company’s approach to capital management during the period ended September 30, 2022. 

Management reviews its capital management approach on an ongoing basis and believes that this approach, given the relative 
size of the Company, is reasonable. 

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT         

As at September 30, 2022, the Company’s financial instruments are comprised of cash and restricted cash, inventory, digital 
currencies, investments, investment in associate, accounts payable and accrued liabilities and customer liabilities.  Fair values 
of financial instruments are classified in a fair value hierarchy based on the inputs used to determine fair values.  The levels of 
the fair value hierarchy are as follows: 

Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 

Level 2 – Observable inputs other than quoted prices included in Level 1, such as quoted prices for similar assets or liabilities 
in active markets; quoted prices for identical or similar assets or liabilities in markets that are not active; or other inputs that 
are observable or can be corroborated by observable market data for substantially the full term of the asset or liability; and; 

Level 3 – Inputs that are not based on observable market data (unobservable inputs). 

The following table presents the fair value hierarchy for the Company’s assets and liabilities measured at fair value by level as 
at September 30, 2022 and December 31, 2021: 

 September 30, 2022 December 31, 2021 
 Level 1 Level 2 Level 3 Level 1 Level 2 Level 3 
Assets       
Inventory $                - $ 53,093,848   $                 - $              - $ 92,364,080   $              - 
Digital currencies - 7,699,512 - - 16,758,928 - 
Investments 1,957,740 - 274,139 349,120 - 513,559 
Investment in TerraZero - - 8,384,004 - - - 
Total Assets $ 1,957,740 $ 60,793,360 $ 8,658,143 $  349,120 $109,123,008 $  513,559 
Liabilities       
Customer deposits – 
digital currency 

$                - $ 45,801,375 $                 - $              - $  75,956,782 $              - 

 
Valuation of Assets / Liabilities that use Level 1 Inputs (“Level 1 Assets / Liabilities”). Consists of the Company’s investments 
which are valued at the public closing price in active markets. 

Valuation of Assets / Liabilities that use Level 2 Inputs (“Level 2 Assets / Liabilities”). Consists of the Company’s inventory and 
digital currencies held, where quoted prices in active markets are available. For inventory and digital currencies, the fair value 
is determined by the volume-weighted average of prices across principal exchanges as of 12:00 am UTC, per 
coinmarketcap.com*. 

* Coinmarketcap.com is a pricing aggregator, as the principal market or most advantageous market is not always known. The 
Company believes any price difference amongst the principal market and an aggregated price to be immaterial. 
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Valuation of Assets / Liabilities that use Level 3 Inputs (“Level 3 Assets / Liabilities”). Consists of certain of the Company’s 
investments. Non-marketable equity investments in privately-held companies are generally accounted for under the 
measurement alternative, defined as cost, less impairments, adjusted for subsequent observable price changes and are 
periodically assessed for impairment when events or circumstances indicate that a decline in value may have occurred. 

Level 3 Continuity 

The following is a reconciliation of Level 3 assets for the period ended September 30, 2022: 
 Fair Value at 

December 31, 
2021 

 
 

Purchases 

 
 

Sales 

Net Realized 
Gain (Loss) on 

Investments 

Net Unrealized 
Gain (Loss) on  

Investments 

Transfers 
in/(out) of 

Level 3 

Fair Value at 
September 30, 

 2022 
Assets        
Investments $        513,559 $                - $       - $         20,580 $               -   $   (260,000) $     274,139 
Investment in TerraZero - 9,882,500  (1,953,496) 195,000 260,000 8,384,004 

 
Transfers in and out of Level 3 are considered to have occurred at the beginning of the period the transfer occurred. The 
transfers in/out of the Level 3 investments were due to the reclassification of the TerraZero investment.   

The fair value of Level 3 assets and liabilities is inherently subjective. Specifically, because of the uncertainty of determining 
the fair value of investments that do not have readily ascertainable market values, the Company’s conclusion of fair value for 
an investment on a date may differ significantly from (1) the fair value conclusions of other knowledgeable market participants 
and/or (2) prior or subsequently observed transaction prices, including the price paid to acquire, or received to sell, the 
investment itself. 

As at September 30, 2022, the fair value of cash, restricted cash and customer deposits-cash held by the Company 
approximates carrying value and was based on level 1 of the fair value hierarchy.  Investments, where quoted prices in active 
markets are available, are level 1 assets.  The carrying values of accounts and other receivables, accounts payable and accrued 
liabilities and other current assets and liabilities are based on level 2 inputs and approximate fair value due to their short-term 
maturities. The carrying value of the Company's lease liability is measured as the present value of the discounted future cash 
flows. 

Risk 

The Company’s risk exposures and the impact on the Company’s financial instruments are summarized below:  

Credit risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to 
incur a financial loss. The Company has no significant concentration of credit risk arising from operations. The Company has 
cash balances but no interest-bearing debt. The Company’s maximum exposure to credit risk at the reporting date is the 
carrying value of cash, cash on deposit with fiat to digital currency exchanges, investments and due from related parties. The 
Company’s current policy is to invest excess cash in variable interest investment-grade demand deposit certificates issued by 
reputable financial institutions with which it keeps its bank accounts and management believes the risk to be remote. Credit 
risk associated with digital currencies proceeds collected by vendors on behalf of the Company is limited as transactions are 
usually settled within 1 to 15 days.  The Company’s credit risk has not changed significantly from the prior year.  

The Company also utilizes third-party liquidity providers in the execution of customer trades.  Trade execution and settlement 
is typically completed within milliseconds of the customer’s execution of a trade order; however, there is credit risk that a 
liquidity provider will not fulfill its obligation or be delayed in fulfilling its obligation.  Management believes the credit risk with 
respect to its use of liquidity partners to be remote. In the remote case of a liquidity partner not fulfilling its obligation, the 
Company expects to use its cash and/or digital currencies to complete the trade. 

Liquidity risk 

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its financial 
liabilities that are settled by delivering cash or another financial asset. The Company manages liquidity risk by ensuring that it 
has sufficient cash and other financial resources available to meet its short-term obligations. Accounts payable and accrued 
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liabilities, other than accrued compensation, generally have maturities of 30 days or less or are due on demand.  The Company 
forecasts cash flows for a period of twelve months to identify financial requirements. These requirements are met by accessing 
financing through private placements and public share offerings.  

Market risk 

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign currency risk and 
other price risk, such as commodity and equity price risk. 

i. Interest rate risk  
Interest rate risk arises from changes in market rates of interest that could adversely affect the Company. The Company 
currently has no interest-bearing financial instruments other than cash, so its exposure to interest rate risk is 
insignificant. 
ii. Foreign currency risk 
Foreign currency risk arises from fluctuations in foreign currencies versus the Canadian dollar that could adversely affect 
reported balances and transactions denominated in those currencies. The Company currently has investment assets, 
some liabilities and revenue or expenses denominated in a foreign currency, so is exposed to foreign currency risk. The 
Company does not currently hedge its exposure to foreign currency cash flows as management has determined that 
currency risk is not significant. The Company’s main risk is associated with fluctuations in US dollars and the Euro. The 
following amounts are presented in to demonstrate the effect on profit or loss of changes in foreign exchange rates: 

  September 30, 2022 December 31, 2021 
Cash held  USD $      310,216 $    1,524,715 
Accounts and other receivables USD 2,879,958 571,811 
Accounts payable  USD 402,022 131,127 
Effect of +/- 5% change in exchange rate  $      245,709 $       141,519 

  
iii. Commodity and equity price risk  
Commodity and equity price risk arises from market fluctuations in commodity and equity prices that could adversely 
affect the Company’s operations. The Company’s current exposure to equity price risk includes declines in the values 
and volumes of (i) its own equity shares which could impede its ability to raise additional funds when required and (ii) 
its investment in various marketable securities.  

All investments present a risk of loss of capital. The maximum risk resulting from financial instruments is equivalent to 
their fair value.  At September 30, 2022, management’s estimate of the effect on equity to a +/- 5% change in its 
investments is +/- $237,607 (December 31, 2021 - $39,500).   

Digital currencies risk 

Digital asset prices are affected by various forces including global supply and demand, interest rates, exchange rates, inflation 
or deflation and the global political and economic conditions. Further, digital currencies have no underlying backing or 
contracts to enforce recovery of invested amounts.  

The profitability of the Company is directly related to the current and future market price of digital assets. In addition, the 
Company may not be able liquidate its digital currency inventory at its desired price if required. Investing in digital currencies 
is speculative, prices are volatile, and market movements are difficult to predict. Supply and demand for such currencies 
change rapidly and are affected by a variety of factors, including regulation and general economic trends.  A decline in the 
market prices for digital assets could negatively impact the Company’s future operations. The Company has not hedged the 
conversion of any of its sales of digital assets. Digital assets have a limited history and the fair value historically has been very 
volatile. Historical performance of digital assets is not indicative of their future price performance.  

OFF-BALANCE SHEET ARRANGEMENTS           

The Company has no off-balance sheet arrangements as of September 30, 2022 and as at the date of this MD&A.  
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SUBSEQUENT EVENTS             

Subsequent to September 30, 2022 the Company: 

a) received proceeds of $92,332 from the exercise of 355,124 stock options priced at $0.26 and $19,011 from the 
exercise of 63,700 share purchase warrants priced between $0.24 and $0.30; 

b) disposed of its equity investment in Luxxfolio Holding Inc.  In total, 12,772,000 common shares of Luxxfolio were 
sold for proceeds of $146,190, resulting in a loss of $1,924,352; and, 

c) sold 250 Bitcoin, moving into cash in order to mitigate some of the current price risk, as follows: 150 Bitcoin from 
its long-term holdings at an average price of $21,520 for proceeds of $3,228,010; and, 100 Bitcoin from its digital 
currency inventory at an average price of $22,148 for proceeds of $2,214,818. 

USE OF ESTIMATES             

The preparation of financial statements in conformity with IFRS requires management to make 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 differ from those estimates. Estimates are reviewed 
on an ongoing basis based on historical experience and other factors that are considered to be relevant under the 
circumstances. Revisions to estimates on the resulting effects of the carrying amounts of the Company’s assets and liabilities 
are accounted for prospectively.  

The Company’s significant accounting policies and estimates, unless as otherwise provided for in the financial statements for 
the nine months ended September 30, 2022, are included in Note 3 of its audited consolidated financial statements for the 
year ended December 31, 2021. 

OUTSTANDING SHARE DATA AS AT THE DATE OF THIS MD&A        

(a) Authorized and issued share capital: 

Class Par Value Authorized Issued Number 

Common No par value Unlimited 249,342,526 

(b)  Summary of options outstanding:  

Security Number  Number Exercisable Exercise Price Range 

Options 14,096,250 10,890,000 $0.08 to $3.00 

(c) Summary of warrants outstanding:  

Security Number Exercise Price Expiry Date 
   Prospectus offering 614,603 $    0.30 November 30, 2022 
   Broker Warrants 226,063   0.24 November 30, 2022 
   January 2021 bought deal offering 1,360,550 0.70 January 28, 2023 
   January 2021 bought deal offering –        

overallotment exercise 
1,800,000 0.70 February 5, 2023 

   April 2021 bought deal offering 6,828,000 2.70 April 16, 2023 
   Performance Warrants 4,777,750 0.05 December 31, 2022 

 15,606,966   

CONTROLS AND PROCEDURES             

In connection with National Instrument 52-109 (Certificate of Disclosure in Issuer’s Annual and Interim Filings (“NI 52-109”), 
the Chief Executive Officer and Chief Financial Officer of the Company have filed a Venture Issuer Basic Certificate with respect 
to the financial information contained in the unaudited condensed consolidated interim financial statements and the 
respective accompanying Management’s Discussion and Analysis for the period ended September 30, 2022.  
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DISCLOSURE CONTROLS              
Disclosure controls and procedures (“DC&P”) are intended to provide reasonable assurance that information required to be 
disclosed is recorded, processed, summarized and reported within the time periods specified by securities regulations and that 
information required to be disclosed is accumulated and communicated to management. Internal controls over financial 
reporting (“ICFR”) are intended to provide reasonable assurance regarding the reliability of financial reporting and the 
preparation of financial statements for external purpose in accordance with IFRS.  

CSE listed companies are not required to provide representations in the annual filings relating to the establishment and 
maintenance of DC&P and ICFR, as defined in NI 52-109. In particular, the CEO and CFO certifying officers do not make any 
representations relating to the establishment and maintenance of (a) controls and other procedures designed to provide 
reasonable assurance that information required to be disclosed by the issuer in its annual filings, interim filings or other reports 
filed or submitted under securities legislation is recorded, processed, summarized and reported within the time periods 
specified in securities legislation, and (b) a process to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with the IFRS.  

The issuer’s certifying officers are responsible for ensuring that processes are in place to provide them with sufficient 
knowledge to support the representations they are making. 


