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Independent Auditor's Report

To the Shareholders of The Fresh Factory B.C. Ltd.: 

Opinion

We have audited the consolidated financial statements of The Fresh Factory B.C. Ltd. (the "Company"), which

comprise the consolidated statements of financial position as at December 31, 2021 and December 31, 2020, and the

consolidated statements of loss and comprehensive loss, changes in equity (deficiency) and cash flows for the years

then ended, and notes to the consolidated financial statements, including a summary of significant accounting

policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the

consolidated financial position of the Company as at December 31, 2021 and December 31, 2020, and its

consolidated financial performance and its consolidated cash flows for the years then ended in accordance with

International Financial Reporting Standards.

Basis for Opinion

We conducted our audits in accordance with Canadian generally accepted auditing standards. Our responsibilities

under those standards are further described in the Auditor’s Responsibilities for the Audit of the Consolidated

Financial Statements section of our report. We are independent of the Company in accordance with the ethical

requirements that are relevant to our audits of the consolidated financial statements in Canada, and we have fulfilled

our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have

obtained is sufficient and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 1 in the consolidated financial statements, which indicates that the Company has incurred

losses since inception and has not achieved profitable operations to date. As stated in Note 1, these events or

conditions, along with other matters as set forth in Note 1, indicate that a material uncertainty exists that may cast

significant doubt on the Company’s ability to continue as a going concern. Our opinion is not modified in respect of

this matter.

Other Information

Management is responsible for the other information. The other information comprises Management’s Discussion

and Analysis.

Our opinion on the consolidated financial statements does not cover the other information and we do not express

any form of assurance conclusion thereon. 

In connection with our audits of the consolidated financial statements, our responsibility is to read the other

information and, in doing so, consider whether the other information is materially inconsistent with the consolidated

financial statements or our knowledge obtained in the audits or otherwise appears to be materially misstated.  We

obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based on the work we

have performed on this other information, we conclude that there is a material misstatement of this other

information, we are required to report that fact. We have nothing to report in this regard.



Responsibilities of Management and Those Charged with Governance for the Consolidated Financial

Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in

accordance with International Financial Reporting Standards, and for such internal control as management

determines is necessary to enable the preparation of consolidated financial statements that are free from material

misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Company’s ability to

continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern

basis of accounting unless management either intends to liquidate the Company or to cease operations, or has no

realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole

are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our

opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in

accordance with Canadian generally accepted auditing standards will always detect a material misstatement when it

exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,

they could reasonably be expected to influence the economic decisions of users taken on the basis of these

consolidated financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional

judgment and maintain professional skepticism throughout the audit. We also:

 Identify and assess the risks of material misstatement of the consolidated financial statements, whether due

to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence

that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material

misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,

forgery, intentional omissions, misrepresentations, or the override of internal control.

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that

are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness

of the Company’s internal control.

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates

and related disclosures made by management.

 Conclude on the appropriateness of management's use of the going concern basis of accounting and, based

on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that

may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a

material uncertainty exists, we are required to draw attention in our auditor's report to the related

disclosures in the consolidated financial statements or, if such disclosures are inadequate, to modify our

opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor's report.

However, future events or conditions may cause the Company to cease to continue as a going concern.

 Evaluate the overall presentation, structure and content of the consolidated financial statements, including

the disclosures, and whether the consolidated financial statements represent the underlying transactions and

events in a manner that achieves fair presentation.



timing of the audits and significant audit findings, including any significant deficiencies in internal control that we

identify during our audits.

We also provide those charged with governance with a statement that we have complied with relevant ethical

requirements regarding independence, and to communicate with them all relationships and other matters that may

reasonably be thought to bear on our independence, and where applicable, related safeguards.

The engagement partner on the audit resulting in this independent auditor's report is Leanne Bjalek.

Calgary, Alberta

April 28, 2022 Chartered Professional Accountants

We communicate with those charged with governance regarding, among other matters, the planned scope and



THE FRESH FACTORY B.C. LTD. 
(Formerly 1181718 B.C. Ltd.) 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
AS AT DECEMBER 31 
(EXPRESSED IN US DOLLARS) 

Note 2021 2020

ASSETS
Current assets

Cash $ 6,820,134 $ 323,056
Trade and other receivables 5 1,009,554 770,469
Prepayments 388,305 222,299
Inventories 6 988,161 573,689

9,206,154 1,889,513
Non-current assets

Property and equipment 7 4,730,814 3,881,591
Intangible assets 8 47,876 68,239

Total assets $ 13,984,844 $ 5,839,343

LIABILITIES AND EQUITY (DEFICIENCY)
Current liabilities

Trade and other payables 9 $ 1,755,995 $ 1,047,178
Convertible notes payable 11 - 3,323,642
Lease liability – current portion 12 551,852 441,592

2,307,847 4,812,412
Non-current liabilities

Lease liability 12 1,349,642 1,524,315
Note payable 13 500,000 500,000

Total liabilities 4,157,489 6,836,727

Equity (deficiency)
Share capital 16 28,146,886 11,577,513
Share-based payments reserve 951,117 -
Deficit (19,270,648) (12,574,897)

Total equity (deficiency) 9,827,355 (997,384)

Total liabilities and equity $ 13,984,844 $ 5,839,343

Nature of operations and going concern (Note 1) 

APPROVED BY THE BOARD OF DIRECTORS AND SIGNED ON ITS BEHALF BY: 

//Signed// “Bill Besenhofer” Director //Signed// “Nate Laurell” Director

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



THE FRESH FACTORY B.C. LTD. 
(Formerly 1181718 B.C. Ltd.) 
CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS 
YEARS ENDED DECEMBER 31 
(EXPRESSED IN US DOLLARS) 

Note 2021 2020

Revenues 
Gross revenues $ 13,532,450 $ 8,641,130
Trade spends and product credits (733,636) (371,510)

12,798,814 8,269,620

Cost of sales (10,864,360) (6,573,945)

Gross profit 1,934,454 1,695,675

Operating expenses
General and administration 2,470,476 1,255,529
Sales and marketing 984,110 439,098
Depreciation and amortization 7, 8 832,000 670,519
Share-based payments 17 913,391 -

(5,199,977) (2,365,146)

Loss from operations (3,265,523) (669,471)
Foreign exchange gain 8,121 -
Interest expense (316,696) (255,238)
Change in fair value of convertible notes 11 (861,950) (13,110)
Loss on conversion of convertible notes 11 (230,849) -
Impairment loss on property 7 (127,500) -
Listing expense 4 (1,901,354) -

Loss and comprehensive loss for the year $ (6,695,751) $ (937,819)

Basic and diluted loss per common share 16 $ (0.20) $ (0.23)

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



THE FRESH FACTORY B.C. LTD. 
(Formerly 1181718 B.C. Ltd.) 
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (DEFICIENCY) 
(EXPRESSED IN US DOLLARS) 

Number of Shares

Note
Subordinate 

Voting Shares
Proportionate 
Voting Shares Share capital

Share-based 
payments 

reserve Deficit
Total equity 
(deficiency)

Balance, December 31, 2019 16 29,742,197 - $ 11,577,513 $ - $ (11,637,078) $ (59,565)

Comprehensive loss for the year - - - - (937,819) (937,819)

Balance, December 31, 2020 29,742,197 - 11,577,513 - (12,574,897) (997,384)

Private placement 16 8,984,823 - 8,984,823 - - 8,984,823
Reverse takeover transaction 4, 16 1,749,958 - 1,749,958 - - 1,749,958
Shares issued from convertible notes 16 5,948,493 - 5,948,493 - - 5,948,493
Shares issued for services 16 62,650 - 62,650 - - 62,650
Warrants exercised 16 732,845 - 4,329 - - 4,329
Finder’s shares 16 127,245 - 127,245 - - 127,245
Reorganization of capital 16 (36,419,500) 364,195 - - - -
Share issuance costs 16 - - (308,125) 37,726 - (270,399)
Share-based payments 17 - - - 913,391 - 913,391
Comprehensive loss for the year - - - - (6,695,751) (6,675,838)

Balance, December 31, 2021 10,928,711 364,195 $ 28,146,886 $ 951,117 $ (19,270,648) $ 9,827,355

The number of shares has been restated to reflect the 1:1.693058 share split (Note 16). 

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



THE FRESH FACTORY B.C. LTD. 
(Formerly 1181718 B.C. Ltd.) 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
YEARS ENDED DECEMBER 31 
(EXPRESSED IN US DOLLARS) 

Note 2021 2020

CASH FLOWS FROM OPERATING ACTIVITIES  

Net loss for the year $ (6,695,751) $ (937,819)
Items not affecting cash:

Depreciation and amortization 7, 8 832,000 670,519
Interest 248,443 257,033
Change in fair value of convertible notes 11 861,950 13,110
Gain on conversion of convertible notes 11 230,849 -
Impairment loss on property 7 127,500 -
Share issued for services 16 62,650 -
Share-based payments 17 913,391 -
Listing expense 4 1,749,958 -

Changes in non-cash working capital items:
Trade and other receivables (239,085) (373,041)
Prepayments (166,006) (52,013)
Inventories (414,472) (104,751)
Trade and other payables 708,817 143,246

Net cash used in operating activities (1,779,756) (383,716)

CASH FLOWS FROM INVESTING ACTIVITIES 
Purchase of property and equipment (1,390,321) (231,783)
Expenditures on intangible assets - (53,001)

Net cash used in investing activities (1,390,321) (284,784)

CASH FLOWS FROM FINANCING ACTIVITIES 
Proceeds from issuance of share capital 8,989,152 -
Share issuance costs (143,154) -
Payment of lease liability (550,970) (578,409)
Proceeds from issuance of note payable - 500,000
Proceeds from issuance of convertible notes 1,372,127 951,450
Interest paid - (87,048)

Net cash provided by financing activities 9,667,155 785,993

Change in cash during the year 6,497,078 117,493

Cash, beginning of the year 323,056 205,563

Cash, end of the year $ 6,820,134 $ 323,056

Supplemental cash flow information (Note 18) 

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



THE FRESH FACTORY B.C. LTD. 
(Formerly 1181718 B.C. Ltd.) 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
YEARS ENDED DECEMBER 31, 2021 AND 2020 
(EXPRESSED IN US DOLLARS) 

1. NATURE OF OPERATIONS AND GOING CONCERN 

The Fresh Factory B.C. Ltd. (formerly 1181718 B.C. Ltd.) (the “Company”) was incorporated under the laws of British 
Columbia, Canada on October 2, 2018. Prior to November 5, 2021, the Company’s operations were conducted through 
The Fresh Factory PBC (“FFPBC”). FFPBC was formed as a public benefit corporation on December 14, 2017 in the 
State of Delaware. On October 27, 2021, the Company changed its name to “The Fresh Factory B.C. Ltd.” in connection 
with the closing of a reverse takeover (“RTO”) transaction. 

The Company’s head office and principal address is Suite 2050, 1055 West Georgia Street, Vancouver BC, V6E 3P3. 
The registered and records office is Suite 1500, 1055 West Georgia Street, Vancouver BC V6E 4N7. 

On August 16, 2021, the Company entered into the Merger Agreement and Plan of Reorganization Agreement (the 
“Merger Agreement”) among the Company, FFPBC and Fresh Factory Merger Sub Inc. (“Subco”), pursuant to which, 
on November 5, 2021, FFPBC merged with and into Subco, with FFPBC as the surviving entity and a wholly-owned 
subsidiary of the Company (the “Transaction”). The Transaction constituted a Reverse Takeover (“RTO”) under 
applicable securities law. The consolidated statements of financial position are presented as a continuance of FFPBC 
and the comparative figures presented are those of FFPBC (Note 4). On November 16, 2021, the Subordinate Voting 
Shares of the Company commenced trading on the Canadian Securities Exchange (the “CSE”) under the symbol 
“FRSH”. 

The Company will continue the business of FFPBC which was formed to establish a vertically-integrated corporation 
to engage in the fresh and plant-based food and beverage industry, including developing, formulating, manufacturing, 
distributing and selling fresh and plant-based food and beverage products.  

These consolidated financial statements were approved by the Board of Directors and authorized for issuance by the 
Board of Directors on April 28, 2022. 

Going concern of operations 

These consolidated financial statements have been prepared on a going concern basis which assumes that the Company 
will continue in operation for the foreseeable future and will be able to realize its assets and discharge its liabilities and 
commitments in the normal course of business.  

The Company has incurred losses since inception in the amount of $19,270,648 (2020 - $12,574,897) and has not yet 
achieved profitable operations. The Company also had negative cash flow from operations for both 2020 and 2021. The 
Company’s ability to continue as a going concern is dependent on its ability to obtain adequate financing on reasonable 
terms from lenders, shareholders and other investors and/or to commence profitable operations in the future. While the 
Company has been successful in securing financing to date, there can be no assurances that it will be able to do so in the 
future. The aforementioned factors indicate the existence of a material uncertainty which may cast significant doubt 
about the Company’s ability to continue as a going concern.  

These consolidated financial statements do not include adjustments that would be required if the going concern 
assumption is not an appropriate basis for preparation of the financial statements. These adjustments could be material. 

In March 2020 the World Health Organization declared coronavirus COVID-19 a global pandemic. The outbreak of the 
COVID-19 pandemic and the resulting measures adopted by governments, businesses and citizens to mitigate its spread 
have thus far had a limited negative impact on the Company. While these measures required the Company to shut down its 
manufacturing operations for one week during May 2020, the Company has since been able to secure adequate supplies of 
raw materials, maintain its workforce and benefited from increased demand for its products and services. The Company is 
closely monitoring the impact of the pandemic on all aspects of its business and adapting its business plans accordingly.



THE FRESH FACTORY B.C. LTD. 
(Formerly 1181718 B.C. Ltd.) 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
YEARS ENDED DECEMBER 31, 2021 AND 2020 
(EXPRESSED IN US DOLLARS) 

2.  BASIS OF PREPARATION

Statement of compliance 

These consolidated financial statements of the Company have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and interpretations 
of the International Financial Reporting Interpretations Committee (“IFRIC”).  

Basis of measurement 

These consolidated financial statements have been prepared on a historical cost basis except for certain financial 
instruments that are measured at revalued amounts or fair values. In addition these consolidated financial statements 
have been prepared using the accrual basis of accounting, except for cash flow information. 

Basis of consolidation 

These consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries, 
FFPBC, 87P LLC, MadeHere LLC, Element Creations LLC, The Clean Factory, LLC, and Healthy Bars LLC.  The 
financial statements of the subsidiaries are included in the consolidated financial statements from the date that control 
commences until the date that control ceases. All inter-company transactions, balances, income and expenses are 
eliminated in full on consolidation.  

Functional and presentation currency 

These consolidated financial statements are presented in United States dollars (“USD”). The functional currency of the 
Company and its subsidiaries is the USD. 

Significant estimates and assumptions 

In preparing these consolidated financial statements, management has made judgments and estimates and used 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities 
at the date of the consolidated financial statements and the reported amounts of revenues and expenses during the 
reporting period. Actual results will differ materially from these estimates. 

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 
recognized in the year in which the estimate is revised if the revision affects only that year or in the year of the revision 
and future years if the revision affects both current and future years. 

Estimates   

Critical accounting estimates are those that require management to make assumptions about matters that are highly 
uncertain at the time the estimate or assumption is made. Critical accounting estimates are also those that could 
potentially have a material impact on the Company’s financial results where a different estimate or assumption is used. 
The significant areas of estimation uncertainty are: 

Expected credit losses (“ECL”) 
The Company's trade and other receivables are typically short-term in nature. The Company recognizes an amount 
equal to the lifetime ECL based on a probability-weighted matrix. The Company measures loss allowance based on 
customer-specific factors, historical default rates and forecasted economic conditions. The amount of ECLs is sensitive 
to changes in circumstances of forecast economic conditions. 



THE FRESH FACTORY B.C. LTD. 
(Formerly 1181718 B.C. Ltd.) 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
YEARS ENDED DECEMBER 31, 2021 AND 2020 
(EXPRESSED IN US DOLLARS) 

2.  BASIS OF PREPARATION (cont’d…) 

Significant estimates and assumptions (cont’d…)

Revenue recognition 
Where the outcome of performance obligations for contracts can be estimated reliably, revenue is recognized. The 
Company’s revenue is based on sales incentives provided to retailers and estimates of expected returns. The Company 
estimates sales incentives to be provided to retailers at each measurement date based on historical ratios and adjusts its 
revenues and accounts receivable accordingly. The Company continually reviews the contractual estimation process to 
consider and incorporate frequent changes in food distribution resulting from contract renegotiations and renewals. 

Leases 
Lease terms are based on assumptions regarding extension terms that allow for operational flexibility and future market 
conditions. The incremental borrowing rates are based on estimates including economic environment, term, currency, 
and the underlying risk inherent to the asset. The carrying balance of the right-of-use assets, lease liabilities, and the 
resulting interest expense and depreciation expense, may differ due to changes in the market conditions and lease term. 

Useful life of depreciable assets 
Management reviews the useful lives of depreciable assets at each reporting date and estimates the expected future 
utility of the assets to the Company. 

Convertible Notes 
Management estimates the fair value of the convertible notes which requires determining the most appropriate valuation 
model and the most appropriate inputs to the valuation model. 

Taxation 
The calculations for current and deferred taxes require management’s interpretation of tax regulations and legislation 
in the various tax jurisdictions in which the Company operates, which are subject to change. The measurement of 
deferred tax assets and liabilities requires estimates of the timing of the reversal of temporary differences identified and 
management’s assessment of the Company’s ability to utilize the underlying future tax deductions against future taxable 
income before they expire, which involves estimating future taxable income. 

Significant judgments 

Judgment is used in situations when there is a choice and/or assessment required by management. The following are 
critical judgments apart from those involving estimations, that management has made in the process of applying the 
Company’s accounting policies and that have a significant effect on the amounts recognized in the consolidated financial 
statements. 

Determination of Cash Generating Units “CGUs” 
For the purposes of assessing impairment of non-financial assets, the Company must determine Cash generating units 
(“CGU”). Assets and liabilities are grouped into CGUs at the lowest level of separately identified cash flows. 
Determination of what constitutes a CGU is subject to management judgment. The asset composition of a CGU can 
directly impact the recoverability of assets included within the CGU. Management has determined that the Company has 
one CGU. 

Contingencies 
Management uses judgment to assess the existence of contingencies. By their nature, contingencies will only be 
resolved when one or more future events occur or fail to occur. Management also uses judgment to assess the likelihood 
of the occurrence of one or more future events. 



THE FRESH FACTORY B.C. LTD. 
(Formerly 1181718 B.C. Ltd.) 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
YEARS ENDED DECEMBER 31, 2021 AND 2020 
(EXPRESSED IN US DOLLARS) 

2.  BASIS OF PREPARATION (cont’d…) 

Significant judgments (cont’d…)

Going concern 
The going concern assessment requires management’s judgment on the ability of the Company to achieve positive cash 
flow from operations and/or obtain necessary equity or other financing. 

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been consistently applied to all years presented in these consolidated 
financial statements, unless otherwise indicated. 

Cash  

Cash consists of cash on hand and at banks and highly liquid investments with original maturities of three months or 
less that are readily convertible to known amounts of cash.   

Inventories 

The cost of inventories includes all costs of purchase, costs of conversion (direct labor and production overhead) and 
other costs incurred in bringing the inventories to their present location and condition. The cost of inventories is 
assigned by the weighted average cost. 

When inventories are sold, the carrying amount of those inventories is recognized as an expense in the period in which 
the related revenue is recognized. The amount of any write-down of inventories to net realizable value and all losses of 
inventories are recognized as an expense in the period the write-down or loss occurs. 

Financial instruments 

(i) Recognition and derecognition 

Regular purchases and sales of financial assets are recognized on the trade date, being the date on which the Company 
commits to purchase or sell the asset. Financial assets are derecognized when the rights to receive cash flows from the 
financial assets have expired or have been transferred and the Company has transferred substantially all the risks and 
rewards of ownership. 

(ii) Classification 

The Company classified its financial assets in the following measurement categories: 

 Those to be measured subsequently at fair value either through other comprehensive income “OCI” or through 
profit or loss (FVOCI or FVTPL); and 

 Those to be measured at amortized cost. 

The measurement category classification of financial assets depends on the Company’s business objectives for 
managing the financial assets and whether contractual terms of the cash flows are considered solely payments of 
principal and interest. For assets measured at fair value, gains and losses will be recorded either in profit or loss or in 
OCI depending upon the business objective. The Company reclassifies debt instruments when and only when its 
business objective for managing those assets changes. 



THE FRESH FACTORY B.C. LTD. 
(Formerly 1181718 B.C. Ltd.) 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
YEARS ENDED DECEMBER 31, 2021 AND 2020 
(EXPRESSED IN US DOLLARS) 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

Financial instruments (cont’d…)

(iii) Measurement 

At initial recognition, the Company measures a financial asset at its fair value. In the case of a financial asset not 
categorized as fair value through profit or loss (“FVTPL”), transaction costs that are directly attributable to the 
acquisition of the financial asset are included in measurement at initial recognition. Transaction costs of financial assets 
carried at FVTPL are expensed in profit or loss. 

Financial assets held for collection of contractual cash flows that represent solely payments of principal and interest 
are measured at amortized cost. A gain or loss on a debt instrument is recognized in profit or loss when the asset is 
derecognized or impaired. Cash, trade and other receivables are included in this category and are recognized at 
amortized cost. 

The classification of financial liabilities (trade and other payables and notes payable) are initially measured at fair value 
upon initial recognition and are subsequently measured at amortized cost using the effective interest method. Transaction 
costs related to the financial liabilities recognized at amortized cost are included in the value of the instruments and 
amortized using the effective interest rate method. The effective interest expense is included in finance costs in the 
consolidated statements of loss. The convertible notes payable are recognized at fair value and remeasured at each reporting 
period. 

Derecognition 

A financial asset is derecognized when the rights to receive cash flows from the asset have expired or when the 
Company has transferred its rights to receive cash flows from the asset. A financial liability is derecognized when the 
obligation under the liability is discharged or cancelled or expires. When an existing financial liability is replaced by 
another from the same lender on substantially different terms, or the terms of an existing liability are substantially 
modified, such an exchange or modification is treated as a derecognition of the original liability and the recognition of 
a new liability, and the difference in the respective carrying amounts is recognized in the consolidated statement of 
loss. 

Impairment 

The Company assesses on a forward-looking basis the expected credit losses (“ECL”) associated with its assets carried 
at amortized cost, including other receivables. For trade receivables the Company applies the simplified approach 
permitted by IFRS 9, which requires expected lifetime losses to be recognized from initial recognition of the 
receivables. Trade receivables are reviewed qualitatively on a case-by-case basis to determine if they need to be written 
off. 



THE FRESH FACTORY B.C. LTD. 
(Formerly 1181718 B.C. Ltd.) 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
YEARS ENDED DECEMBER 31, 2021 AND 2020 
(EXPRESSED IN US DOLLARS) 

3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

Property and Equipment 

Property and equipment are stated at cost net of accumulated depreciation. Expenditures for major betterments and 
additions are charged to the property and equipment accounts, while replacements and maintenance and repairs, which 
do not improve or extend the lives of the respective assets, are charged to expense. Maintenance and repairs 
expenditures are charged to expense as incurred and expenditures for improvements and major renewals are capitalized. 

Depreciation is computed using the straight-line method over the following estimated useful lives: 

Machinery, equipment and furniture, vehicle 7-10 years 
Leasehold improvements Lease terms 

Leases 

A contract is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period 
of time in exchange for consideration. A lease liability is recognized at the commencement of the lease term at the 
present value of the lease payments that are not paid at that date using the Company’s incremental borrowing rate. At 
the commencement date, a corresponding right-of-use asset is recognized at the amount of the lease liability, adjusted 
for lease incentives received, retirement costs and initial direct costs. Depreciation is recognized on the right-of-use 
asset over the lease term. Interest expense is recognized on the lease liabilities using the effective interest rate method 
and payments are applied against the lease liability. Applicable operating costs, taxes and maintenance expenses are 
recognized during the period in which they were incurred. 

Impairment of non-financial assets

The Company assesses whether there is an indication that an asset may be impaired at each reporting date. If such an 
indication exists or when annual testing for an asset is required, the Company estimates the asset’s recoverable amount. 
The recoverable amounts of intangible assets with an indefinite useful life are tested annually. The recoverable amount 
is the higher of an asset’s or cash-generating unit’s (“CGU”) fair value less costs to sell and its value-in-use. Value-in-
use is determined by discounting estimated future pre-tax cash flows using a pre-tax discount rate that reflects the current 
market assessment of the time value of money and the specific risks of the asset. The recoverable amount of assets that 
do not generate independent cash flows is determined based on the CGU to which the asset belongs. An impairment loss 
is recognized if an asset’s carrying amount or that of the CGU to which it is allocated is higher than its recoverable 
amount. Impairment losses of individual CGUs are charged against the value of assets in proportion to their carrying 
amount. For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication 
that previously recognized impairment losses may no longer exist or may have decreased. If such an indication exists, 
the Company estimates the asset’s or CGU’s recoverable amount. A previously recognized impairment loss is reversed 
only if there has been a change in the assumptions used to determine the asset’s recoverable amount since the last 
impairment loss was recognized. The reversal is limited so that the carrying amount of the asset does not exceed its 
recoverable amount, nor exceed the carrying amount that would have been determined, net of amortization and 
depreciation, had no impairment loss been recognized for the asset in prior years. Such a reversal is recognized in the 
consolidated statements of loss. 

Governmental Assistance 

The Company recognizes government grants only when there is reasonable assurance that (a) the Company will comply 
with any conditions attached to the grant and (b) the grant will be received. The grant is recognized as a deduction from 
the related expense over the period necessary to match them with the related costs, for which they are intended to 
compensate, on a systematic basis. 
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3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

Intangible Assets 

Intangible assets acquired outside of a business combination are measured at cost on initial recognition. 

Intangible assets with finite useful lives are amortized over the useful economic life and assessed for impairment 
whenever there is an indication that the intangible asset may be impaired. The amortization method and amortization 
period of an intangible asset with a finite useful life are reviewed at least annually. Changes in the expected useful life 
or the expected pattern of consumption of future economic benefits embodied in the asset are accounted for by changing 
the amortization period or method, as appropriate, and are treated as changes in accounting estimates. The amortization 
expense related to intangible assets with finite lives is recognized in the consolidated statements of loss and 
comprehensive loss. 

Intangible asset category Amortization method Useful life  
Domain names straight-line 10 years 
Trademarks straight-line 20 years 
Website straight-line 3 years  

Provisions 

Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past event, 
it is probable that the Company will be required to settle the obligation and a reliable estimate can be made of the 
amount of the obligation. 

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation 
at the end of the reporting period considering the risks and uncertainties surrounding the obligation. When a provision 
is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present value of 
those cash flows (where the effect of the time value of money is material). 

Hybrid financial instruments (Convertible Notes) 

The Company recognizes and presents separately the components of a hybrid financial instrument that both creates a 
financial liability of the Company and grants an option to the holder of the instrument to convert it into a variable 
number of common shares of the Company (a liability instrument). The conversion feature does not meet the fixed-for-
fixed criteria and therefore is an embedded derivative that is assessed separately from the host liability. The conversion 
feature of the financial instrument and the host liability are both measured at fair value on initial recognition and at 
each reporting period with any changes in fair value being recorded within the statement of loss and comprehensive 
loss. 

Share capital 

Subordinate Voting Shares and Proportionate Voting Shares are classified as equity. Transaction costs directly 
attributable to the issue of shares are recognized as a deduction from equity, net of any tax effects. 

Proceeds from the issue of preferred share purchase warrants and common share purchase warrants (collectively called 
“warrants”) are treated as equity and recorded as a separate component of equity within share-based payments reserve. 
Costs incurred on the issue of warrants are netted against proceeds. Warrants issued with shares are measured at fair value 
at the date of issue using the Black-Scholes pricing model, which incorporates certain input assumptions including the 
warrant price, risk-free interest rate, expected warrant life and expected share price volatility. The fair value is included as 
a component of equity within share-based payments reserve and is transferred from warrants to common shares, as 
applicable, on exercise. 
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3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

Earnings (loss) per share 

Basic earnings (loss) per share is calculated by dividing the net income or loss attributable to equity holders of the 
Company by the weighted average number of common shares outstanding during the year. 

Diluted earnings (loss) per share is calculated by dividing the profit attributable to equity holders of the Company by 
the weighted average number of common shares outstanding, adjusted for the effects of all dilutive potential common 
shares. The weighted average number of common shares outstanding is increased by the total number of additional 
common shares that would have been issued by the Company assuming exercise of all common share warrants and 
stock options with exercise prices below the average market price for the year. 

Share-based payments  

Share-based payments to employees and others providing similar services are measured at grant date at the fair value of 
the instruments issued and amortized over the vesting periods using a graded approach. The amount recognized as an 
expense is adjusted to reflect the actual number of share options that are expected to vest.   Each tranche in an award is 
considered a separate grant with a different vesting date and fair value and is accounted for on that basis. 

Share-based payments to non-employees are measured at the fair value of the goods or services received or the fair value 
of the equity instruments issued if it is determined the fair value of the goods or services cannot be reliably measured, 
and are recorded at the date the goods or services are received.  

The offset to the recorded cost is to share-based payments reserve. The number of options expected to vest is reviewed 
and adjusted at the end of each reporting period such that the amount ultimately recognized as an expense is based on 
the number of options that eventually vest. Consideration received on the exercise of stock options is recorded as share 
capital and the related share-based payments reserve is transferred to share capital.  

The fair value of the stock options is determined using the Black-Scholes Option Pricing Model. Measurement inputs 
include share price on measurement date, exercise price of the instrument, expected volatility (based on weighted 
average historic volatility), weighted average expected life of the instruments (based on historical experience), expected 
dividends, and the risk-free interest rate (based on government bonds). 

Income taxes  

Current taxes receivable or payable are estimated on taxable income or loss for the current year at the statutory tax rates 
enacted or substantively enacted at the reporting date. 

Deferred tax is recognized on temporary differences arising between the tax bases of assets and liabilities and their 
carrying amounts in the financial statements. Deferred tax assets and liabilities are measured at the tax rates that have 
been enacted or substantially enacted at the end of the reporting period and are expected to apply when the related 
deferred tax asset is realized or the deferred tax liability is settled. Deferred tax assets also result from unused loss carry 
forwards and other deductions. At the end of each reporting year the Company reassesses unrecognized deferred tax 
assets. Deferred tax assets are recognized for unused tax losses, tax credits and deductible temporary differences, only 
to the extent that it is probable that future taxable profit will be available against which they can be utilized. 

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to offset current tax assets 
against current tax liabilities and the deferred tax assets and liabilities relate to income taxes levied by the same taxation 
authority.  
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3. SIGNIFICANT ACCOUNTING POLICIES (cont’d…) 

Revenue Recognition

The Company's revenues generally relate to contracts with retailers and distributors in which the performance obligations 
are to provide food products. The Company recognizes revenues in the period in which its obligations to provide food 
products are satisfied and reports the amount that reflects the consideration the Company expects to be entitled to. The 
Company's performance obligations are generally satisfied upon shipment of the food products. The contractual 
relationships with customers, in most certain cases, also involve a sales incentive and rights of return to retailers. The 
Company estimates sales incentive to be provided to retailers at each measurement date based on historical ratios and 
adjusts its revenues and accounts receivable accordingly. The Company continually reviews the contractual estimation 
process to consider and incorporate frequent changes in food distribution resulting from contract renegotiations and 
renewals. 

Accounts receivable are recorded net of sales incentives and rights of return and expected credit losses to reflect 
accounts receivable at net realizable value. Accounts receivable consists of receivables from larger retailers. 
Concentration of credit risk with respect to other customers is limited because of the larger number of such customers. 

The Company analyzes accounts receivable to ensure the proper aged category and collection assessment. At a 
consolidated level, the Company's policy is to review accounts receivable aging, to determine the appropriate expected 
credit loss provision. Account balances are reviewed for delinquency based on contractual terms. This review is 
supported by an analysis of the actual revenues, sales incentive and rights of return, historical cash collections received 
and forward-looking information. 

The Company has no contract assets or liabilities as of December 31, 2020 and 2019, respectively. 

Incremental contract costs are expensed when incurred when the amortization period of the asset that would have been 
recognized is one year or less. Otherwise, incremental contract costs are recognized as an asset and amortized over time 
as services are provided to a customer. Contract fulfillment costs are expensed as incurred. 

Foreign currencies  

The financial statements for the Company and its subsidiaries are prepared using their functional currencies. Functional 
currency is the currency of the primary economic environment in which an entity operates. The Company’s presentation 
currency is the US dollar. 

Foreign currency transactions are translated into the functional currency using exchange rates prevailing at the dates of 
the transactions. At the end of each reporting period, monetary assets and liabilities that are denominated in foreign 
currencies are translated at the rates prevailing at that date. Non-monetary assets and liabilities are translated using the 
historical rate on the date of the transaction. Non-monetary assets and liabilities that are stated at fair value are translated 
using the historical rate on the date that the fair value was determined. All gains and losses on translation of these foreign 
currency transactions are charged to profit or loss. 

Financial statements of the subsidiaries prepared under their functional currencies are translated into US dollars for 
consolidation purposes as follows: assets and liabilities are translated using the exchange rate prevailing at the reporting 
date; revenue and expenses are translated using the average rates of exchange for the period. Gains and losses resulting 
from translation adjustments are recorded to other comprehensive income (loss) and accumulated in a separate 
component of shareholders’ equity, described as foreign currency translation adjustment. In the event of a reduction of 
the Company’s net investment in its foreign operations, the portion of accumulated other comprehensive income related 
to the reduction is realized and recognized in operations. 
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4. ACQUISITION AND REVERSE TAKEOVER TRANSACTIONS 

Reverse takeover transaction 

On November 5, 2021, the Company completed a transaction contemplated by the Merger Agreement with its Subco 
and FFPBC (the “Transaction”). Pursuant to the Merger Agreement, the Company acquired all of the issued and 
outstanding securities of FFPBC by issuing 4,035 Subordinate Voting Shares and 364,195 Proportionate Voting Shares 
of the Company to the former shareholders of FFPBC. As a result, control of the Company passed to the former 
shareholders of FFPBC. The Transaction constituted a RTO under applicable securities law. Upon completion of the 
Transaction, the Company completed a name change from “1181718 B.C. Ltd.” to “The Fresh Factory B.C. Ltd.”. The 
Company will continue the business which was previously conducted by FFPBC. 

The Transaction does not constitute a business combination as 1181718 B.C. Ltd. did not meet the definition of a 
business under IFRS 3 Business Combinations. Immediately after the Transaction, shareholders of FFPBC owned 95.4% 
of the voting rights of the Company. As a result, the Transaction has been accounted for as a capital transaction with 
FFPBC being identified as the accounting acquirer and the equity consideration being measured at fair value, using the 
acquisition method of accounting. The Transaction has been accounted for in the consolidated financial statements as a 
continuation of the financial statements of FFPBC. The results of operations of 1181718 B.C. Ltd. are included in the 
financial statements since the date of acquisition. 

FFPBC is deemed to have acquired the Company as part of the Transaction. The Transaction was accounted for using 
the acquisition method of accounting whereby the assets acquired, and liabilities assumed were recorded at their 
estimated fair value at the acquisition date. The acquisition did not meet the criteria for a business combination and is 
therefore treated a recapitalization under the scope of IFRS 2 Share Based Payments. The consideration consisted 
entirely of shares of the Company which were measured at the estimated fair value on the date of acquisition. The fair 
value of the common shares issued to the former shareholders of 1181718 B.C. Ltd. was determined to be $1,749,958 
based on the fair value of the shares issued (1,749,958 shares at $1 per share).  

Details of the allocation of the estimated fair value of identifiable assets acquired and purchase consideration are as 
follows: 

Total consideration 

1,749,958 common shares measured at a fair value of $1 per share $ 1,749,958

Net identifiable assets acquired (liabilities assumed) 
Cash $ 7,764
Other current assets 101,161
Accounts payable (258,831)
Other current liabilities (1,490)

$ (151,396)

Listing expense $ 1,901,354
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5. TRADE AND OTHER RECEIVABLES 

2021 2020

Trade receivables $ 1,009,554 $ 770,469

$ 1,009,554 $ 770,469

Included in the trade receivable at December 31, 2021 is an allowance for doubtful accounts of $104,273 (December 
31, 2020 - $99,346). 

The aging of the trade accounts receivable where the Company bears customer credit risk was as follows: 

2021 2020 

Current $ 854,390 $ 641,955 

1-30 days 155,767 95,591 

31-60 days 45,318 60,125 

61-90 days 23,957 26,864 

over 90 days 34,395 45,280 

$ 1,113,827 $ 869,815 

The Company's accounts receivable are primarily due from retailers, generally located in the United States. Two of the 
Company’s customers accounted for more than 27% (2020 - one for 23%) of its trade receivable at December 31, 2021. 
The Company’s payment terms are net 30 days, with any amounts due thereafter included within the provision for ECL. 
The Company does not require any significant collateral from its customers. Two customers (2020 – None) accounted 
for more than 10% of its revenues during year ended December 31, 2021. 

6. INVENTORIES 

The components of inventory are as follows: 

2021 2020

Raw materials $ 395,745 $ 208,016
Work in progress 125,212 111,658
Finished goods 467,204 254,015

$ 988,161 $ 573,689

The Company expensed $573,689 (2020 - $468,939) of inventory during the year ended December 31, 2021 which is 
included in cost of sales. There was no inventory written down during the years ended December 31, 2021 and 2020.
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7. PROPERTY AND EQUIPMENT  

Machinery and 
equipment

Leasehold 
improvement Furniture Vehicles

Right of use 
assets Total

Cost 
Balance at December 31, 2019 $ 2,702,925 $ 184,468 $ 23,191 $ - $ 660,453 $ 3,571,037

Additions 219,033 12,750 - - 1,690,424 1,922,207
Balance at December 31, 2020 2,921,958 197,218 23,191 - 2,350,877 5,493,244

Additions 496,196 - 3,358 - 370,922 870,476
Assets acquired through acquisition 692,702 207,642 - 17,540 - 917,884
Derecognition – end of lease term - - - - (568,517) (568,517)
Impairments - (127,500) - - - (127,500)

Balance at December 31, 2021 $ 4,110,856 $ 277,360 $ 26,549 $ 17,540 $ 2,153,282 $ 6,585,587

Accumulated depreciation 
Balance at December 31, 2019 $ 480,815 $ 141,671 $ 7,988 $ - $ 324,810 $ 955,284

Depreciation 283,076 43,181 3,321 - 326,791 656,369
Balance at December 31, 2020 763,891 184,852 11,309 - 651,601 1,611,653

Depreciation 308,571 92,508 3,605 1,030 405,923 811,637
Derecognition – end of lease term - - - - (568,517) (568,517)

Balance at December 31, 2021 $ 1,072,462 $ 277,360 $ 14,914 $ 1,030 $ 489,007 $ 1,854,773

Net amount 
Balance at December 31, 2021 $ 3,038,394 $ - $ 11,635 $ 16,510 $ 1,664,275 $ 4,730,814
Balance at December 31, 2020 $ 2,158,067 $ 12,366 $ 11,882 $ - $ 1,699,276 $ 3,881,591
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7. PROPERTY AND EQUIPMENT (cont’d…)

During the year ended December 31, 2021, the Company, through its wholly-owned subsidiary, Healthy Bars LLC, 
acquired certain assets from an arm’s length party for $956,775. $917,884 of the purchase price was allocated to 
equipment based on fair value on the transaction date. Subsequent to the acquisition, the Company determined that 
certain leasehold improvements had no value to the Company and thus recognized an impairment loss of $127,500. 

8. INTANGIBLE ASSETS  

Domain name Trademarks Website Total

Cost 
Balance at December 31, 2019 $ 22,000 $ 9,900 $ - $ 31,900

Additions - - 53,001 53,001

Balance at December 31, 2020 and 2021 22,000 9,900 53,001 84,901

Accumulated depreciation 
Balance at December 31, 2019 $ 2,194 $ 318 $ - $ 2,512

Amortization 2,206 496 11,448 14,150
Balance at December 31, 2020 4,400 814 11,448 16,662

Amortization 2,200 495 17,668 20,363

Balance at December 31, 2021 $ 6,600 $ 1,309 $ 29,116 $ 37,025

Net amount 
Balance at December 31, 2021 $ 15,400 $ 8,591 $ 23,885 $ 47,876
Balance at December 31, 2020 $ 17,600 $ 9,086 $ 41,553 $ 68,239

9. TRADE AND OTHER PAYABLES 

2021 2020

Trade payables $ 1,636,101 $ 921,819
Customer deposits 112,394 81,895
Compensation payables 7,500 43,464

$ 1,755,995 $ 1,047,178

Trade payables of the Company are principally comprised of amounts outstanding for trade purchases relating to 
inventory purchases and general operating activities. The usual credit period taken for trade purchases is between 30 to 
90 days. 

10. COMMITMENT 

During the year ended December 31, 2021, the Company entered into a finance agreement with an insurance provider 
whereby the insurance provider will finance the director and officer insurance policy premium of $173,565 at an annual 
interest rate of 2.63%. The loan is unsecured and repayable over a 12-month period. 
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11. CONVERTIBLE NOTES PAYABLE 

Changes to the convertible notes payable are as follows: 

2021 2020

Balance, beginning of the year $ 3,323,642 $ 2,189,097
Proceeds from issuance 1,372,127 951,450
Change in fair value 861,950 13,110
Accrued interest 159,925 169,985
Conversion of debt (Note 15) (5,948,493) -
Loss on conversion of debt 230,849 -

$ - $ 3,323,642

The convertible notes payable bear interest of 6%, were unsecured and matured in November 2021. The convertible 
notes payable convert to Company’s most senior class of equity upon either a Trigger Financing or at maturity. If a 
Trigger Financing, whereby the Company raises greater than $5 million gross cash proceeds through the sale of equity 
securities, the convertible notes payable convert into securities at the lesser of (i) 80% of the price paid by investors; or 
(ii) $36,000,000. If at maturity, the convertible notes payable convert into securities based on a $27,000,000 pre-money 
valuation of the Company on a fully diluted basis with respect to all outstanding equity securities at such time. 

The Company accounts for its convertible notes payable at fair value. At each measurement date, the fair value of its 
convertible note payable conversion features was based on the FINCAD model which implements the Tsiveriotis and 
Fernandes models using the following assumptions. 

2021 2020

Discount rate 19.44% 18%
Share prices $1.28 $1.33
Annualized volatility 80.82% 114.4%-139.2%
Risk-free interest rate 0.05% 0.07% - 0.10%
Terms 24 months 24 months
Dividend rate Nil Nil
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12. LEASE LIABILITY 

A continuity of the Company’s lease liability is as follows: 

2021 2020

Balance, beginning of the year $ 1,965,907 $ 853,892
Addition 398,039 1,720,881
Interest expense 88,518 85,253
Lease payments (550,970) (694,119)

Balance, end of the year $ 1,901,494 $ 1,965,907
Current liability $ 551,852 $ 441,592
Long-term liability $ 1,349,642 $ 1,524,315

The Company leases office and manufacturing space and certain equipment under various leases. The Company 
recognized lease expense over the term of the lease using the Company’s incremental borrowing rate of 3.5%, excluding 
renewal periods, unless renewal of the lease is reasonably assured. In addition, the Company pays $112,746 (2020 - 
$95,464) for taxes, insurance, maintenance and other operating expenses which are expensed as incurred. 

The undiscounted future lease payments are as follows: 

2022 $ 616,078  
2023 $ 484,124 
2024 $ 485,711 
2025 $ 391,053 
2026 and thereafter  $   36,278 

$          2,013,244 

13. NOTE PAYABLE 

The Company has a note payable outstanding issued to the US Small Business Administration which amounted to 
$500,000, plus accrued interest as of December 31, 2020. The note bears interest at an annual rate of 3.75%. The note 
matures in June 2050. The note is secured by substantially all assets of the Company. Monthly principal and interest 
payments of $2,334 are deferred until May 2022.  

The principal repayments of the note payable, assuming no extension by the lender, for the next five years, at December 
31, 2020 are as follows: 

2022 $     5,321  
2023 $     9,397 
2024 $     9,755 
2025 $   10,127 
2026 and thereafter  $ 465,400 
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14. RELATED PARTY TRANSACTIONS

Related parties include key management personnel, the Board of Directors, close family members and entities that are 
controlled by these individuals as well as certain persons performing similar functions. 

Key management personnel are those persons having authority and responsibility for planning, directing and controlling 
the activities of the entity, directly or indirectly, and consist of directors and officers of the Company. The compensation 
paid or payable to key management personnel during the years ended December 31 is as follows:  

2021 2020

Salary and short-term benefits $ 527,700 $ 294,822
Share-based payments 781,007 -

Total $ 1,308,707 $ 294,822

During the year ended December 31, 2020, the Company issued a total of $1,100,000 in convertible notes to a company 
controlled by the current Chairman of the Board and then CEO of the Company for cash (Note 11). During the year 
ended December 31, 2021, the Company issued additional $848,591 in convertible notes to a company controlled by 
the Chairman of the Board. The total principal of the notes of $1,948,591 together with accrued interest of $154,073 
were fully settled by converting to 2,627,790 common shares of the Company during the year ended December 31, 
2021.  As of December 31, 2021 the Company had an outstanding balance due to the Chairman of the Board of $90,322 
(December 31, 2020 – $38,208) for business expenses incurred on behalf of the Company.   

15. GOVERNMENT ASSISTANCE

The Company received $455,000 in governmental assistance, primarily under the Paycheck Protection Program, during 
2020. The proceeds were used to fund covered compensation during 2020. The United States Small Business 
Administration forgave the loan in June 2021. The Company recorded this governmental assistance over the period 
during which they were incurred, as a reduction of cost of sales, general, and administrative expenses.

16. SHARE CAPITAL 

Authorized share capital 

The Company has authorized an unlimited number of Subordinate Voting Shares and an unlimited number of 
Proportionate Voting Shares with no par value.  

Prior to the RTO Transaction, the Company had authorized 19,000,000 shares of common shares and 16,000,000 shares 
of preferred shares with no par value. In connection with the RTO Transaction, the Company reorganized its share 
capital structure to eliminate both the common shares and preferred shares and created Subordinate Voting Share and 
Proportionate Voting Share classes.  

Prior to the completion of the RTO Transaction, the Company completed a share split on a basis of one (1) pre-split 
common share or preferred share for 1.693058 post-split common share or preferred share. All information relating to 
basic and diluted loss per share and issued and outstanding common shares in these consolidated financial statements 
have been adjusted and restated retrospectively to reflect the share split. 
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16. SHARE CAPITAL (cont’d…)

Authorized share capital (cont’d…)

Subordinate Voting Shares 

Holders of Subordinate Voting Shares are entitled to receive dividends as declared from time to time and are entitled to 
one vote per share at meetings of the Company. No dividend will be declared or paid on the Subordinate Voting Shares 
unless the Company simultaneously declares or pays, as applicable, equivalent dividends (on an as-converted to 
Subordinate Voting Share basis) on the Proportionate Voting Shares. 

Proportionate Voting Shares 

Holders of Proportionate Voting Shares are entitled to receive dividends as declared (on an as-converted to Subordinate 
Voting Share basis) from time to time and are entitled to one hundred (100) vote per share at meetings of the Company.  

Each Proportionate Voting Share shall have a restricted right to convert into 100 Subordinate Voting Shares. The ability 
to convert the Proportionate Voting Shares is subject to a restriction that the aggregate number of Subordinate Voting 
Shares and Proportionate Voting Shares held of record, directly or indirectly, by residents of the United States, may not 
exceed forty percent (40%) of the aggregate number of Subordinate Voting Shares and Proportionate Voting Shares 
issued and outstanding after giving effect to such conversions and to a restriction on beneficial ownership of Subordinate 
Voting Shares exceeding certain levels. In addition, the Proportionate Voting Shares will automatically convert into 
Subordinate Voting Shares in certain circumstances, including upon the registration of the Subordinate Voting Shares 
under the U.S. Securities Act. 

Generally, the Subordinate Voting Shares and Proportionate Voting Shares have the same rights, are equal in all respects 
and are treated by the Company as if they were shares of one class only. 

Issued share capital 

At December 31, 2021, the Company had 10,928,711 Subordinate Voting Shares and 364,195 Proportionate Voting 
Shares outstanding.  

Escrowed shares 

416,315 Subordinate Voting Shares and 154,870 Proportionate Voting Shares issued to directors, officers and pro-groups 
prior to the Company’s initial listing are held in escrow. These shares are released pro-rata to the shareholders as to 10% 
of the escrow shares upon issuance of a new listing bulletin by the CSE, 15% in six months from the listing date, and 
the remainder in three equal tranches of 25% every six months thereafter for a period of 18 months. As at December 31, 
2021, 374,716 Subordinate Voting Shares and 139,383 Proportionate Voting Shares remained in escrow.   
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16. SHARE CAPITAL (cont’d…)

Share issuance 

During the year ended December 31, 2021, the Company:  

a)  Issued 732,845 common shares of the Company from the exercise of warrants for gross proceeds of $4,329. 

b)  Issued 5,948,493 common shares of the Company with a fair value of $5,948,493 to settle $5,717,644 of convertible 
notes and accrued interest. 

c)  Converted 15,167,149 preferred shares into 15,167,149 common shares of the Company. 

d) Converted 36,423,535 common shares of the Company into 4035 Subordinate Voting Shares and 364,195 
Proportionate Voting Shares of the Company. 

e)  Completed a non-brokered private placement of 8,984,823 Subordinate Voting Shares of the Company at a price of 
$1 per share for gross proceeds of $8,984,823. The Company paid $118,930, issued 127,245 finder’s shares and 
issued 118,930 finder’s warrants as a finders’ fee. The finder’s warrants have an exercise price of $1 for a period of 
one year. The finder’s warrants were valued at $37,726 using the Black-Scholes Option Pricing Model (assuming a 
risk-free interest rate of 0.92%, an expected life of 1 year, annualized volatility of 80.87% and a dividend rate of 
0%). The Company also incurred filing and other expenses of $24,224 in connection with the private placement. 

f) Issued 1,749,958 Subordinate Voting Shares of the Company with a fair value of $1,749,958 pursuant to the RTO 
Transaction (Note 4). 

g)  Issued 62,650 Subordinate Voting Shares of the Company with a fair value of $62,650 pursuant to a service 
agreement. 

There were no common shares issued during the year ended December 31, 2020. 

Pre-RTO Shares Post-RTO Shares 

Common 
Shares

Preferred 
Shares

Subordinate 
Voting Shares

Proportionate 
Voting Shares

Balance, December 31, 2019 and 2020 4,063,335 25,678,862 - -

Conversion of preferred shares to common 
shares

 25,678,862  (25,678,862) -  - 

Shares issued from convertible notes 5,948,493 - - -
Warrants exercised 732,845 - - -
Reorganization of capital (36,423,535) - 4,035 364,195
Reverse takeover transaction - - 1,749,958 -
Private placement - - 8,984,823 -
Shares issued for services - - 62,650 -
Finder’s shares - - 127,245 -

Balance, December 31, 2021 - - 10,928,711 364,195
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16. SHARE CAPITAL (cont’d…)

Basic and diluted loss per share 

The calculation of basic and diluted loss per share for the year ended December 31, 2021 was based on the loss 
attributable to shareholders of $6,695,751 (2020 - $937,819) and a weighted average number of shares (Subordinate 
Voting Shares and Proportionate Voting Shares on an as-converted to Subordinate Voting Share basis) outstanding of 
32,777,791 (2020 - 4,063,336).   

At December 31, 2021, 2,790,000 stock options (2020 - nil), 2,000,000 performance options (2020 - nil), and 118,930 
warrants (2020 - nil) were excluded from the diluted weighted average number of common shares calculation as their 
effect would have been anti-dilutive. 

17. SHARE-BASED PAYMENTS 

Stock options  

The Company has adopted a rolling stock option plan under which it is authorized to grant options to executive officers, 
directors, employees and consultants enabling them to acquire up to 10% of the issued and outstanding common shares 
of the Company.  The exercise price of each option shall not be less than the market price of the Company's stock at the 
date of grant.  The options can be granted for a maximum term of 5 years and vest as determined by the board of 
directors.  

Stock option transactions are summarized as follows: 

Number 
of options

Weighted 
Average 
Exercise 

Price

Balance, December 31, 2019 and 2020 - $ -
Stock options granted 2,790,000 1.00
Performance options granted 2,000,000 1.00

Balance, December 31, 2021 4,790,000 $ 1.00

Exercisable at December 31, 2021 930,000 $ 1.00

Weighted average fair value of options granted during the year $ 0.60 (2020 - $nil)

 The options outstanding at December 31, 2021 have an exercise price of $1 and a weighted average remaining 
contractual life of 2.43 years.    

The fair value calculated for stock options granted during the year ended December 31, 2021 was $2,858,531 (2020 - 
$nil) using the Black-Scholes Option Pricing Model. For the year ended December 31, 2021, the Company recognized 
share based payment expense of $913,391 (2020 - $nil) based on the vesting provisions of stock options granted. 
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17. SHARE-BASED PAYMENTS (cont’d…)

Stock options  

The following weighted average assumptions were used for the Black-Scholes Option Pricing Model valuation of stock 
options granted: 

2021 2020

Risk-free interest rate 0.97% -
Expected life of options 2.58 Years -
Annualized volatility 104% -
Share prices $1 -
Forfeiture rate Nil -
Dividend rate Nil -

Warrants

Warrants are issued as private placement incentives and measured using the residual method. Agents’ warrants are 
measured at fair value on the date of the grant as determined using the Black-Scholes Option Pricing Model.  

Number 
of Warrants

Weighted 
Average 
Exercise 

Price

Balance, December 31, 2019 and 2020 732,845 $ 0.01
Warrants exercised (732,845) 0.01
Finder’s warrants granted 118,930 1.00

Balance, December 31, 2021 118,930 $ 1.00

The warrants outstanding at December 31, 2021 have an exercise price of $1 and a weighted average remaining 
contractual life of 0.58 year. 

18. SUPPLEMENTAL CASH FLOW INFORMATION 

Significant non-cash transactions during the year ended December 31, 2021 included: 

a) Issued 118,930 finder’s warrants with a value of $37,726 in connection with private placement financings. 

b) Issued 1,749,958 Subordinate Voting Shares of the Company with a fair value of $1,749,958 pursuant to the RTO 
Transaction (Note 4). 

c) $5,948,493 in convertible notes were converted into common shares. 

There are no significant non-cash transactions during the year ended December 31, 2020. 
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19. INCOME TAXES

A reconciliation of income taxes at statutory rates with the reported taxes is as follows:  

2021 2020

Loss before income taxes $ (6,695,751) $ (937,819)
Tax rate 28.5% 28.5%

Expected income tax recovery at statutory rates $ (1,908,289) $ (267,278)

Permanent differences 1,030,209 (129,675)
Change in statutory, foreign tax, foreign exchange rates and other 19,052 -
Unrecognized temporary differences 859,028 396,953

Deferred income tax recovery $ - $ -

The significant components of the Company’s deferred tax assets and liabilities are as follows: 

2021 2020

Non-capital losses available for future periods $ 1,103,592 $ 911,904
Property and equipment (1,103,592) (911,904) 

Deferred income tax assets (liabilities) $ - $ -

A deferred tax asset has not been recognized in respect of the following deductible temporary differences: 

2021 2020

Non-capital losses available for future periods $ 6,275,574 $ 3,638,554
Lease Liabilities 1,901,494 1,965,907
Other 1,230,578 111,540

Unrecognized deferred income tax assets (liabilities) $ 9,407,946 $ 5,716,001

The Company has not recognized a deferred tax asset in respect of $409,948 of non-capital losses in Canada, which 
begin to expire in 2041. The Company has not recognized a deferred tax asset in respect of $5,865,626 of net operating 
losses in the US, which have no expiry date 

Deferred tax assets are recorded only to the extent that future taxable income will be available against which the deferred 
tax asset can be offset. Management estimates future income using forecasts based on the best available current 
information. Based on the current estimates, no net deferred tax asset has been recognized. 
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20. FINANCIAL INSTRUMENTS 

The carrying amount of cash, trade and other receivables, trade and other payables, loan payable, and note payable, 
carried at amortized cost is a reasonable approximation of fair value due to the relatively short period to maturity of 
these financial instruments and/or the rate of interest being charged.   

Financial risk management  

The Company’s financial risks arising from its financial instruments are credit risk, liquidity risk, and interest rate risk. 
The Company’s exposures to these risks and the policies on how to mitigate these risks are set out below. Management 
monitors and manages these exposures to ensure appropriate measures are implemented on a timely basis and in an 
effective manner.  

Credit risk 

Credit risk arises when one party to a financial instrument will cause a financial loss for the other party by failing to 
discharge its obligation. Financial instruments that subject the Company to credit risk consist primarily of cash and trade 
and other receivables. The credit risk relating to cash balances is limited because the counterparties are large commercial 
banks in the United States. The amounts reported for trade and other receivables in the consolidated statements of 
financial position are net of allowances for credit losses and bad debts and the net carrying value represents the 
Company’s maximum exposure to credit risk. 

Trade and other receivables credit exposure is minimized by entering into transactions with creditworthy counterparties 
and monitoring the age and balances outstanding on an ongoing basis. Most of the Company’s credit exposures are with 
counterparties in the retail and food distribution technology industries and are subject to normal industry credit risk. 
Payment terms with customers are generally 30 days from invoice date. 

Liquidity risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The Company 
generally relies on funds generated from debt and equity financing to provide sufficient liquidity to meet budgeted 
operating requirements. The maximum exposure to liquidity risk is represented by the carrying amount of accounts 
payable and accruals and lease liabilities. 

The following table summarizes the contractual maturities of the Company's financial liabilities: 

Less than one 
year 2 - 5 years over 5 years

Total 

Trade and other payables $ 1,736,579 $ - $ - $ 1,736,579
Loan payable 150,754 - - 150,754
Note payable 5,521 29,279 465,200 500,000

$ 1,892,854 $ 29,279 $ 465,200 $ 2,387,333
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20. FINANCIAL INSTRUMENTS (cont’d…)

Financial risk management (cont’d…) 

Interest rate risk 

The Company is exposed to interest rate risk arising from cash held in Canadian financial institutions. The interest rate 
risk on cash is not considered significant due to its short-term nature and maturity. The exposure to interest rates for the 
Company is considered minimal.  The Company has not used any financial instrument to hedge potential fluctuations 
in interest rates. 

21. FAIR VALUE MEASUREMENTS 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. The fair value hierarchy establishes three levels to classify the 
inputs to valuation techniques used to measure fair value. Level 1 inputs are quoted prices (unadjusted) in active markets 
for identical assets or liabilities. Level 2 inputs are quoted prices in markets that are not active, quoted prices for similar 
assets or liabilities in active markets, inputs other than quoted prices that are observable for the asset or liability, or 
inputs that are derived principally from or corroborated by observable market data or other means. Level 3 inputs are 
unobservable (supported by little or no market activity). The fair value hierarchy gives the highest priority to Level 1 
inputs and the lowest priority to Level 3 inputs. 

As at December 31, 2021, the Company has no financial assets or liabilities recorded at FVTPL. 

22. CAPITAL MANAGEMENT 

The Company’s objectives when managing capital are to maintain financial flexibility in order to preserve its ability to 
meet financial obligations and continue as a going concern and to deploy capital to provide future investment return to 
its shareholders.  In the management of capital, the Company considers shareholders’ equity as the component of capital. 

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

The Company is not subject to externally imposed capital requirements. 




