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The following discussion and analysis of the operations, results, and financial position of Swarmio Media 
Holdings Inc. (“the Company”) for the period from January 11, 2021 (date of incorporation) to September 
30, 2021 should be read in conjunction with the Company’s condensed interim consolidated financial 
statements and related notes for the period ended September 30, 2021. The effective date of this report is 
November 26, 2021.  All figures are presented in Canadian dollars, unless otherwise indicated. 
 
COMPANY OVERVIEW 
 
The Company (the “Company”) was incorporated under the Business Corporations Act on January 11, 
2021.  The Company was formed for the primary purpose of completing a qualifying transaction through a 
business combination and listing its common shares on the Canadian Securities Exchange. 
 
On April 6, 2021, the Company passed a director’s resolution to establish a stock option plan (the “Options”) 
that allows the Company to issue options to certain directors, officers, employees and consultants of the 
Company. The Board of Directors of the Company (the “Board”) shall specify the number of common shares 
of the Company (the “Shares’) that will be placed under option, the option price and the period during which 
options may be exercised. The maximum number of Shares reserved for issuance under the Options shall 
not exceed 10% of the outstanding Shares as at the date of the grant of options. 

 
On April 6, 2021, the Company passed a director’s resolution to establish a restricted share unit plan (the 
“RSU Plan”) that allows the Company to issue restricted share units (“RSUs”) to certain directors, officers, 
employees and consultants of the Company. The Board of Directors of the Company (the “Board”) shall 
specify the number of common shares of the Company (the “Shares’) that will be placed under the RSU 
plan, the RSUs price and the period during which RSUs may be exercised. The maximum number of Shares 
reserved for issuance under the RSU Plan shall not exceed 5,000,000 Shares as at the date of the grant 
of RSUs. 
 
TRANSACTION 
 

On February 24, 2021, the Company and its wholly owned subsidiary, 12747341 Canada Inc. (“Subco”) 
signed an Amalgamation Agreement (the “Amalgamation Agreement”) with Swarmio Inc. (“Swarmio”), a 
private Canadian federal corporation, whereby Swarmio, the Company and Subco would complete a 
business combination pursuant to a three-corner amalgamation and subsequent listing of the Company’s 
common shares on the Canadian Securities Exchange (collectively, the “Transaction”).  The Amalgamation 
Agreement was amended and restated on June 24, 2021. 
 
Swarmio is an Ontario based edge of cloud technology company that provides solutions to international 
telecom operators to engage and monetize their e-gaming customer bases. 
 
Pursuant to the terms of the Amalgamation Agreement, prior to the completion of the Transaction, the 
Company will, among other standard conditions to the closing the Transaction: 
 

1. complete a non-brokered private placement (“Company Seed Financing”) of 14,000,000 
common shares at a price of $0.05 per share; and  
 

2. complete a non-brokered private placement (“Company Private Placement”) of a minimum of 
15,000,000 subscription receipts at a price of $0.35 per subscription receipts (the “Company 
Subscription Receipts”) for gross proceeds of a minimum of $5,000,000. Assuming the 
completion of the Transaction and satisfaction of the escrow release conditions, each Company 
Subscription Receipt will be automatically exchanged for one (1) common share of the 
Company. 



 
Upon completion of the Transaction, Swarmio and Subco will amalgamate and continue as one corporation 
(“Amalco”) which will be a wholly owned subsidiary of the Company. The Company will carry on through 
Amalco the business presently carried on by Swarmio. 
 
On April 8, 2021, the Company completed the Company Seed Financing of 14,000,000 common shares at 
$0.05 per share for total gross cash proceeds of $700,000.  In relation to the private placement, the 
Company issued 640,000 finders’ fee shares valued at $32,000 and issued 640,000 finders’ fee warrants. 
Each finders’ fee warrant entitles the holder to purchase one common share at $0.05 per share until April 
8, 2023. 
   
On June 24, 2021, the Company completed a non-brokered private placement of 14,285,712 subscription 
receipts at a price of $0.35 per subscription receipt for gross proceeds of $5,000,000, which were classified 
as restricted cash.  Upon closing of the Transaction and filing of a final Prospectus, each subscription 
receipt will be automatically exchanged for one common share of the Company. In addition, the Company 
will issue 924,593 finders’ fee shares and 924,593 finders’ fee warrants. During the period ended August 
31, 2021, the Company incurred $80,706 of transaction costs relating to the Transaction. 
 
On September 9, 2021, the Company completed the second tranche of non-brokered private placement 
(Company Private Placement”) of 2,928,572 subscription receipts at a price of $0.35 per subscription 
receipt (the “Company Subscription Receipts”) for gross proceeds of $1,025,000. Assuming the completion 
of the Transaction and filing of a final Prospectus, each Company Subscription Receipt will be automatically 
exchanged for one (1) freely tradeable common share of the Company.  Funds received of $1,025,000 
were classified as restricted cash.  In relation to the Company Private Placement, the Company agreed to 
pay $45,600 finders’ fee in cash, issue, conditional upon the conversion of the Company Subscription 
Receipts into common shares, 104,000 finders’ fee shares valued at $36,400 and issue 234,284 finders’ 
fee warrants. Each finder’s fee warrant entitles the holder to purchase one common share at $0.35 
exercisable until September 9, 2023. 
 
On October 8, 2021, the Company and Swarmio entered a Promissory Note Agreement in connection of 
the Transaction and the Company advanced $500,000 to Swarmio under the terms of the Promissory Note 
Agreement.  The loans are non-interest bearing and repayable on demand. In the event that the 
Amalgamation Agreement is terminated, these loans will be due on demand and bear interest at 10%, 
compounded monthly. The loans will be used by Swarmio for working capital purposes.  
 
On October 22, 2021, the Company completed the third tranche of the Company Private Placement of 
690,000 Company Subscription Receipts at a price of $0.35 per Company Subscription Receipt for gross 
proceeds of $241,500. Assuming the completion of the Transaction and the filing of a final Prospectus, 
each Company Subscription Receipt will be automatically exchanged for one (1) freely tradeable common 
share of the Company.  Funds received of $241,500 were classified as restricted cash. In relation to the 
Company Private Placement, the Company agreed to issue, conditional upon the conversion of the 
Company Subscription Receipts into common shares, 55,200 finders’ fee shares valued at $19,320 and 
issue 55,200 finders’ fee warrants. Each finder’s fee warrant entitles the holder to purchase one common 
share at $0.35 exercisable until October 22, 2023. 
 
On November 5, 2021, the Transaction was completed pursuant to the amended Amalgamation 
Agreement.  As a result, Swarmio and Subco amalgamated and continued as Amalco under the name 
“Swarmio Inc.”, which is a wholly owned subsidiary of the Company.  The Company carries on through 
Amalco the business presently carried on by Swarmio. In connection with the Transaction, the shareholders 
of Swarmio received common shares in the Company in exchange for their Swarmio common shares, on 
the basis of the exchange rate such that 59,218,800 common shares were issued in exchange for 100% of 
the Swarmio common shares, Swarmio preferred shares and Swarmio convertible securities which were 
outstanding. In addition, 2,000,000 common shares were issued as an advisory fee and 3,000,000 common 
shares were issued as a finder’s fee.  The Company also issued 1,712,151 replacement warrants and 
replacement compensation Options, 3,675,000 options issued as replacement options for Swarmio options 
that were issued and outstanding prior to the Transaction. 



On November 5, 2021, the Company granted 5,875,000 incentive stock options exercisable at $0.35 per 
share to its directors, officers, employees and consultants under the stock option plan.  
 
On November 5, 2021, the Company issued 4,000,000 RSUs to its directors, officers and employees under 
the RSU Plan. 
 
On November 5, 2021, Darren Devine resigned as a director and officer of the Company.  The Company 
appointed Vijai Karthigesu as Chief Executive Officer, President and director, Kyle Appleby as Chief 
Financial Officer, Sorin Stoian as Chief Technology Officer, Jonathan Visva as Chief Administrative Officer, 
Larry Taylor as director. Malcolm Smith and Andrew Ray remain as the directors of the Company. 
 
On November 10 the company filed its prospectus and 17,904,284 Common Shares were issued upon the 
exchange of 17,904,284 Subscription Receipts as well as 1,083,793 Common Shares and 1,214,077 
common share purchase warrants to finders.  Each such warrant will be exercisable to purchase one 
Common Share at a price of $0.35 per share for a period of 24 months from the date of the applicable 
closing of the private placement to which they relate 
 
COVID-19 
 
Since March 2020, the outbreak of the novel strain of coronavirus, specifically identified as “COVID-19”, 
has resulted in governments worldwide enacting emergency measures to combat the spread of the virus. 
These measures, which include the implementation of travel bans, self-imposed quarantine periods and 
physical distancing, have caused material disruption to business globally resulting in an economic 
slowdown. Global equity markets have experienced significant volatility and weakness which may impact 
the Company’s ability to obtain external financing as required for the Proposed Transaction. It is not 
possible to reliably estimate the length and severity of these developments and the impact on the financial 
results and condition of the Company in future periods. 
 
SELECTED FINANCIAL INFORMATION 

 
The following selected financial data is derived from the financial statements prepared in accordance with 
IFRS: 
 

 Period from 
January 11, 2021 
(incorporation) to 

 September 30, 
2021 

Total revenue $0 

Loss before other items ($129,552) 

Net loss ($129,552) 

Loss per common share, basic and diluted ($0.01) 

Total assets $6,699,870 

Long term debt $0 

Dividends paid/payable $0 

 



SUMMARY OF QUARTERLY INFORMATION 

 

The quarterly results between incorporation in January 11, 2021 and September 30, 2021 are summarized 
below: 

 

Three Months Ended 

Net 

Revenues 

($) 

Net Income (Loss) 

Total 

($) 

Basic and Diluted 

Income (Loss) 

Per Share 

($) 

September 30, 2021  (0) (24,292) (0.00) 

June 30, 2021 (0)  (76,150)  (0.01) 

March 31, 2021 (0) (29,110)  (0.00) 

 
 
DISCLOSURE OF OUTSTANDING SHARE DATA 
 
The following table summarizes maximum number of common shares outstanding as at September 30, 
2021 and as of the date of this MD&A if all outstanding warrants were exercised to purchase common 
shares: 

 

 September 30, 2021 As at date of MD&A 

Common shares 14,640,001 97,846,878 

Subscription Receipts* 17,214,284 - 

Options - 9,550,000 

Warrants and 
Compensation 
Options 

640,000 3,566,228 

RSUs - 4,000,000 

 32,494,285 114,963,106 

*Each Company Subscription Receipt was automatically exchanged for one (1) common share of the 
Company on closing of the Transaction and filing of a final Prospectus.  In addition, upon conversion of the 
Company Subscription Receipts, the Company issued a total of 1,083,793 finders’ fee shares and 
1,214,077 finders’ fee warrants. 

RESULTS OF OPERATIONS  
 
The Company does not have any operations and will not conduct any business other than the identification 
and evaluation of businesses and assets for potential acquisition.  During the period from incorporation 
date on January 11, 2021 to September 30, 2021, the Company recorded a net loss of $129,552. 
  
The Company’s net loss for the period ended September 30, 2021 can be attributed to incurring general 
and administrative costs of $862, professional fees of $47,984 and transaction costs of $80,706. 
 



LIQUIDITY AND CAPITAL RESOURCES   
 
Liquidity risk is the risk that the Company will encounter difficulty in satisfying financial obligations as they 
become due.  The Company manages its liquidity risk by forecasting cash flows from operations and 
anticipated investing and financing activities.  The Company’s objective in managing liquidity risk is to 
maintain sufficient readily available reserves in order to meet its liquidity requirements. 
 
As at September 30, 2021 the Company had working capital of $565,448.  The gross proceeds of 
$6,024,500 from the share subscriptions receipt financings were classified as restricted cash. 
 
As at September 30, 2021, the Company had cash of $672,059 available to meet short-term business 
requirements and liabilities of $109,422.  The Company’s accounts payable and accrued liabilities have 
contractual maturities of less than 30 days and are subject to normal trade terms.  The Company has no 
long-term debt.   
 
On September 9, 2021 and on October 22, 2021, the Company completed the second and third tranches 
of non-brokered private placement of 2,928,572 and 690,000 Company Subscription Receipts respectively 
at a price of $0.35 per Company Subscription Receipt for total gross proceeds of $1,266,500, of which 
$965,000 was received as at September 30, 2021 and recorded as share subscriptions received.  The 
funds received were classified as restricted cash as at September 30, 2021.  Upon closing of the 
Transaction and filing of a final Prospectus, each subscription receipt was automatically exchanged for one 
common share of the Company.   

OFF-BALANCE SHEET ARRANGEMENTS 
 
There are no off-balance sheet arrangements. 

CONTRACUAL COMMITMENTS  
 
There are no contractual commitments. 
 
TRANSACTIONS WITH RELATED PARTIES 

 
During the period ended September 30, 2021, no remuneration was paid to key management personnel and 

no related party transactions were entered into. 

CRITICAL ACCOUNTING JUDGMENTS AND ESTIMATES  
 

The preparation of financial statements in accordance with IFRS requires management to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements, and the reported amounts of revenues and 
expenses during the reporting period.  Significant estimates include accrued liabilities, the recoverability of 
deferred tax assets, and valuation of warrants.   

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

 
Information about critical judgments in applying accounting policies that have the most significant effect of 
amounts recognized in the financial statements is included going concern assessment. 



FINANCIAL INSTRUMENTS 
 
The Company accounts for its financial instruments as follows: 

 

Cash and restricted cash FVTPL 
Accounts payable and accrued liabilities 
and share subscriptions received 

Amortized cost 

 
The carrying value of the financial instruments is shown in the table below:  
 

Cash and restricted cash   $ 6,696,559 

Accounts payable and accrued liabilities and  
share subscriptions received 

   
$ 

 
6,134,422 

 
The fair value of cash, restricted cash and accounts payable and accrued liabilities and share subscriptions 
received approximates their carrying value due to their short-term maturity. 
 
The Company is exposed to potential loss from various risks including commodity price risk, credit risk, 
liquidity risk and interest rate risk.  These risks are described in more details in Risk and Uncertainties 
section of this MD&A. 
 
RISK AND UNCERTAINTIES 
 
The Company’s financial performance is likely to be subject to the following risks: 
 

1. The Company has not commenced commercial operation, and has no assets other than cash, has 
no history of earnings and shall not generate earnings to pay dividends until at least after the 
completion of the Transaction.  There is no guarantee that the Transaction will be completed. 

 
The following are risks related to the Company’s financial instruments: 
 
(a) 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. Concentration of credit risk exists with respect to the Company’s 
cash and loans receivable. 
 

Credit risk is minimized by ensuring that cash is placed with a major Canadian financial institution with a 
strong investment-grade rating by a primary ratings agency. The carrying amount of these financial assets 
represents the maximum credit exposure. 
 
(b) Liquidity risk 
 
Liquidity risk is the risk that the Company will encounter difficulty in satisfying financial obligations as they 

become due.  The Company manages its liquidity risk by forecasting cash flows from operations and 

anticipated investing and financing activities.  The Company’s objective in managing liquidity risk is to 

maintain sufficient readily available reserves in order to meet its liquidity requirements.  At September 30, 

2021, the Company had cash of $672,059 available to meet short-term business requirements and current 

liabilities of $109,422.  The Company’s accounts payable and accrued liabilities have contractual maturities 

of less than 30 days and are subject to normal trade terms. 

 
 
 
 



(c) Market risk 
 
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because 
of changes in market prices.  Market risk comprises three types of risk: interest rate risk, foreign currency 
risk and other price risk.  The Company is not exposed to significant market risk. 
 
MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS  
 
The information provided in this report, including the financial statements is the responsibility of 
Management.  In the preparation of these statements, estimates are sometimes necessary to make a 
determination of future values for certain assets or liabilities.  Management believes such estimates have 
been based on careful judgements and have been properly reflected in the accompanying financial 
statements. 
 
FORWARD-LOOKING STATEMENTS 
 
Certain sections of this Management Discussion and Analysis may contain forward-looking statements.  
Such forward-looking statements involve a number of known and unknown risks, uncertainties and other 
factors which may cause the actual results, performance or achievements of the Company to be materially 
different from actual future results.  The risks, uncertainties and other factors that could influence actual 
results are described in the “Risks and Uncertainties” section of this report.  The forward-looking statements 
contained herein are based on information available as of the date of this report. 
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Introduction 

This Management’s Discussion and Analysis (“MD&A”) is dated November 26, 2021, and consolidates 
management’s review of the factors that affected Swarmio Inc.’s (“Swarmio” or the “Company”) financial 
and operating performance for the three and six months ended September 30, 2021 and 2020, and 
factors reasonably expected to impact on future operations and results.  This discussion is intended to 
supplement and should be read along with the Company’s condensed interim financial statements as at 
and for the three and six months ended September 30, 2021 and 2020 and the years ended March 31, 
2021 and 2020 (“2020 Audited Consolidated Financial Statements”) and the notes thereto which were 
prepared in accordance with International Financial Reporting Standards (“IFRS”).  

This MD&A was written to comply with the requirements of National Instrument 51-102 – Continuous 
Disclosure Obligations. Results are reported in Canadian dollars, unless otherwise noted. In the opinion 
of management, all adjustments (which consist only of normal recurring adjustments) considered 
necessary for a fair presentation have been included. The results presented are not necessarily indicative 
of the results that may be expected for any future period. 

The Company applies International Financial Reporting Standards (“IFRS”), as issued by the International 
Accounting Standards Board and interpretations issued by the IFRS Interpretations Committee. 

Cautionary Note Regarding Forward-Looking Information 

This MD&A contains certain forward-looking information and forward-looking statements, as defined in 
applicable securities laws (collectively referred to herein as “forward-looking statements”). These 
statements relate to future events or the Company’s future performance. All statements other than 
statements of historical fact are forward-looking statements. Often, but not always, forward-looking 
statements can be identified by the use of words such as “plans”, “expects”, “is expected”, “budget”, 
“scheduled”, “estimates”, “continues”, “forecasts”, “projects”, “predicts”, “intends”, “anticipates” or 
“believes”, or variations of, or the negatives of, such words and phrases, or state that certain actions, 
events or results “may”, “could”, “would”, “should”, “might” or “will” be taken, occur or be achieved. 
Forward-looking statements involve known and unknown risks, uncertainties and other factors that may 
cause actual results to differ materially from those anticipated in such forward-looking statements. The 
forward-looking statements in this MD&A speak only as of the date of this MD&A or as of the date 
specified in such statement.  

Inherent in forward-looking statements are risks, uncertainties and other factors beyond the Company’s 
ability to predict or control. For a complete list of the factors that could affect the Company, please make 
reference to those risk factors referenced in “Risk Factors” of the Prospectus of Swarmio Media Holdings 
Inc. dated November 10, 2021. Readers are cautioned that such risk factors, uncertainties and other 
factors are not exhaustive. Actual results and developments are likely to differ, and may differ materially, 
from those expressed or implied by the forward-looking statements contained in this MD&A. 

Forward-looking statements involve known and unknown risks, uncertainties and other factors that may 
cause actual results to differ materially from those anticipated in such forward-looking statements. The 
forward-looking statements in this MD&A speak only as of the date of this MD&A or as of the date 
specified in such statement. Specifically, this MD&A includes, but is not limited to, forward-looking 
statements regarding: the Company’s ability to meet its working capital needs at the current level for the 
next twelve-month period; management’s outlook regarding future trends; sensitivity analysis on financial 
instruments, which may vary from amounts disclosed; and general business and economic conditions. 
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All forward-looking statements herein are qualified by this cautionary statement. Accordingly, readers 
should not place undue reliance on forward-looking statements. The Company undertakes no obligation 
to update publicly, or otherwise revise, any forward-looking statements, whether as a result of new 
information or future events or otherwise, except as may be required by law. If the Company does update 
one or more forward-looking statements, no inference should be drawn that it will make additional 
updates with respect to those or other forward-looking statements, unless required by law. 

Company  

Swarmio was incorporated pursuant to the provisions of the CBCA on September 25, 2014. Swarmio’s 
registered and head office is located at 37 Nepean Street, Suite 105, Sydney, NS B1P 6A7. The 
Company’s financial year ends on March 31. 

Operations 

Swarmio is a global esports technology and media company that provides solutions purpose built to 
support the growth of esports communities, enterprises and developers. Swarmio has developed a 
unique set of internet infrastructure and software technologies that powers the esports ecosystem.  

Swarmio was founded by Vijai Karthigesu in late 2014 to build a “Latency-optimized Edge Computing™” 
(“LEC™”) network for real -time applications such as video games, Internet of Things (IoT) (IoT examples: 
wearable fitness devices (e.g. Fitbit), sensors in a factory, and Internet connected door bells (e.g. Google 
Nest)), self-driving cars and smart cities. Swarmio commenced research and development in 2015, work 
which has continued to the date hereof, funded through a combination of government grants and debt 
and equity financing 

Video gaming is one of the largest forms of entertainment in the world. According to Newzoo, a market 
intelligence firm covering the global video gaming and esports industry, today there are 3.0 billion gamers 
who bring in USD$175.8(1) billion of revenue globally . Newzoo forecasts that the video games market will 
grow to $218.7(1) billion by 2024 . Esports describes the world of competitive, organized video gaming. It 
is a sub category in the video gaming sector. Gamers are predominantly millennials (born between 1981 
and 1994/6) and digital natives (Gen Z: born between 1997 and 2012/15) who make up the largest 
segment of the workforce, are active social media users and are the demographics most likely to make 
purchasing decisions online. One industry that has traditionally underserved this important demographic 
is telecommunications.  

Swarmio bridges this gap for telecommunication system operators (known as “telcos”) and enables them 
to connect to their customers through video gaming, a growing lifestyle choice that is integrated into all 
facets of many millennials’ day-to-day routines. Computers connected to the Internet are able to 
communicate and receive data from servers hosted in datacenters which could be located geographically 
remote (thousands of kilometres away) from the computers they are serving. Internet delays in the 
sending and receipt of data (known as latency or lag) can directly impact how gamers interact in 
communities and socialize with their peers.  The ability to increase Internet speed and reduce the latency 
in the sending and receiving of data from the users computer is an opportunity for telcos to deliver a 
superior product to this demographic. The development of edge computing and Swarmio’s artificial 
intelligence (AI) based latency optimization engine technology, provides a way for telcos to address this 
need. 

In 2017, Swarmio developed the technology to build its LEC™ technology, and in 2018, Swarmio built 
and launched an esports platform that leveraged this LEC™ technology. Swarmio received the US patent 
for this LEC™ technology with the patent title “METHODS AND APPARATUS FOR NETWORK DELAY 
AND DISTANCE ESTIMATION, COMPUTING RESOURCE SELECTION, AND RELATED 
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TECHNIQUES” (US Patent No. US 11,063,881 Bl) on July 13, 2021.  This patent expires on July 13, 
2036.  

Swarmio has developed a proprietary artificial intelligence (AI) based latency optimization technology to 
reduce Internet delay and deliver better gaming experiences. Swarmio’s technology uses an AI 
technique/algorithm called deep reinforcement learning (DRL). The DRL algorithm allows Swarmio to 
deploy latency optimization technology without massive historical data (most of the AI engines require 
massive amount of historical data to learn and develop useful decision making abilities.).  The DRL 
engine continuously learns the infrastructure and makes continuously improving decisions to deliver a 
better quality of experience (QoE) for gamers. The Company anticipates that this same technology can 
be applied to different applications including autonomous cars, drones and even augmented reality and 
virtual reality (AR/VR). 

Swarmio launched its esports platform in Asia in 2018 and expanded into Middle East in 2020.  

A video gaming & esports platform is a way for telecom operators to capture, engage and monetize 
gamers. As a turnkey video gaming and esports platform for telcos, Swarmio delivers a major opportunity 
to penetrate the market fast through four key areas most important to gamers: 

1. Play – optimized latency, edge-hosted games, tournaments and challenges 

2. Content – enhanced viewing, media aggregation and live game streaming 

3. Rewards – signup bonuses, gamification and online stores 

4. Community – personalized profiles, digital membership cards, achievements and badges 

Swarmio’s platform brings together all these aspects into one comprehensive solution built specifically for 
telcos. Monetizing customers and finding new, innovative revenue streams is a priority in this industry. 
Leaders are already looking towards video gaming as their next innovation as it is a big opportunity to 
capture younger generations who do not currently hold strong brand loyalty.  

Swarmio has secured a contract with a major telecom operator or esports organization in each of Bahrain, 
Sri Lanka, Malaysia   and Thailand. Each of these contracts provides the customer with a non-exclusive 
right to use the Swarmio platform within the specific country for terms ranging from 3 to 5 years.  The 
revenue model for these contracts is either in the form of a fixed fee per user per month or a revenue 
sharing model.  See the section of this Prospectus entitled “Risk Factors” for risk factors relating to the 
Swarmio business which could impact these agreements.    

In addition, Swarmio is in discussion with numerous telcos in Brazil, Philippines, Indonesia, UAE, Qatar, 
Kuwait, Iraq Saudi Arabia and Tunisia.  These discussions have not yet resulted in signed agreements 
and may not result in signed commercial contracts. (see “Note Regarding Forward-Looking Information” 
and “Risk Factors”) 

(1) https://newzoo.com/insights/articles/global-games-market-to-generate-175-8-billion-in-2021-despite-a-slight-decline-the-market-is-on-track-to-surpass-200-

billion-in-2023 

 
Business Description 

Swarmio is a video gaming and esports technology and media company that provides solutions purpose-

built to support the growth of the video gaming communities, esports, game developers and telecom 

operators.   

https://newzoo.com/insights/articles/global-games-market-to-generate-175-8-billion-in-2021-despite-a-slight-decline-the-market-is-on-track-to-surpass-200-billion-in-2023/
https://newzoo.com/insights/articles/global-games-market-to-generate-175-8-billion-in-2021-despite-a-slight-decline-the-market-is-on-track-to-surpass-200-billion-in-2023/
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Through its products and services, Swarmio is attempting to solve three major issues: 

 
1. Telecommunications operators revenues are stagnating worldwide 1 . The telecommunications 

sector is facing significant disruption, especially from over-the-top (OTT) services, resulting in 
price and product erosion, impacting both revenues and margins2. An OTT service is media 
offered to viewers directly through the Internet, bypassing cable, broadcast and even satellite 
television platforms. This results in price and product erosion due to increasing “cord cutting” 
trends. By receiving content directly through the Internet, telcos are unnecessary in many 
households that rely solely on streamed content.  As a result, telecommunications operators need 
new revenue streams and subscribers, especially among millennials and digital natives.3 

 
2. Network latency issue for gamers. Despite vast improvements in cellular networks and faster 

download speeds, online video gamers must still connect to servers thousands of kilometres 
away 4 . This deficiency creates a long connection delay ("Latency” or “Lag”) and causes a 
suboptimal gaming experience for gamers looking to compete in important tournaments and 
challenges, communicate with friends and make online purchases5. 

 
3. Monetization. Esports organizations are struggling to earn revenues from fans as donations and 

sponsorships from fans are typically directed to professional esports teams 6 . Esports 
organizations have an opportunity to tap into their gaming community and directly monetize fans 
through rewards, content and more. 

 

To help address these issues, Swarmio is delivering two business-to-business (B2B) solutions to 

the telecommunications operators and the esports and video gaming industry located in Asia and 

Middle East.: 

 
1. Swarmio Hive™ 

2. Swarmio Matrix™  

These solutions are discussed below. See “Principal Products and Services”. 

 

 
1 https://www.oliverwyman.com/content/dam/oliver-wyman/v2/publications/2017/oct/Technical_Future_Telcos_WEB.pdf 
2https://www.mckinsey.com/industries/technology-media-and-telecommunications/our-insights/overwhelming-ott-telcos-

growth-strategy-in-a-digital-world# 
3 https://www.ey.com/en_lb/cybersecurity/are-telcos-facing-an-existential-crisis-in-this-rapidly-changing-world 
4 https://technology.riotgames.com/news/fixing-internet-real-time-applications-part-i 
5https://www.forbes.com/sites/adrianbridgwater/2021/04/23/why-games-developers-are-fighting-internet-

lag/?sh=781e01c0477d 
6 https://www.pwc.com/gx/en/industries/technology/publications/monetising-esports.html 
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Principal Products or Services 

Swarmio Hive™ for Telecommunications Operators 

 

Swarmio Hive™ is a video gaming & esports software-as-a-service (SaaS) for telecommunications 

operators (“Telecom Operators”). Swarmio provides telcos with a turnkey esports platform and in doing 

so, assists telcos to engage, connect and monetize younger generations through Swarmio Hive’s fan 

engagement tools such as gaming challenges, esports tournaments, live streaming and online gaming 

store. The value proposition for telco operators is to holistically integrate into a gamer’s lifestyle. This is 

completed through establishing relationships with digital natives and millennials, increasing the average 

revenue per user (ARPU), reducing churn, and becoming a key player in the gaming and esports value 

chain. 

 

By opting for a turnkey esports platform, Swarmio runs the day-to-day operations of this gaming solution 

on behalf of telcos. As telcos are not required to learn the ins and outs of esports, they are able to 

penetrate the market faster and with a shallow learning curve. Swarmio comes equipped to support telcos 

onboard new subscribers through established relationships with influencers, industry data and best 

practices for marketing to gamers, and technical knowledge behind running a global esports platform.  

 

Swarmio Hive™ is distributed through and utilizes the Swarmio Matrix™, proprietary “smart edge 

computing” network. Swarmio Matrix is the LEC™ system and Swarmio Hive is the software that runs on 

the system. By running on Swarmio Hive, Internet delay is improved resulting in an improved game 

playing experience. 

 

Under this service, Swarmio’s business model is centered on a monthly recurring revenue model. 

Swarmio delivers the platform to Telecom Operators and charges a monthly user fee in return. In turn, 

telcos offer esports packages based on Swarmio’s platform to their customers for a monthly subscription 

fee.  

 

As of the date hereof, Swarmio has signed contracts with telcos and esports organizations in four 

countries: Malaysia, Thailand, Sri Lanka and Bahrain. Swarmio has launched the esports platform in 

Thailand, Sri Lanka and Bahrain. In addition, Swarmio is in discussion with numerous telcos in Brazil, 

Philippines, Indonesia, UAE, Qatar, Kuwait, Iraq Saudi Arabia and Tunisia. (see “Note Regarding Forward 

-Looking Information”)  

 

Swarmio’s business model is based on recurring revenue on a per user, per month basis. By providing a 

white labeled platform for telecom operators, telcos pay Swarmio 30% - 70% per user, per month. The 

telco then provides a “gaming and esports” solution for gamers, who pay $5 - $20 USD per user, per 

month for service. Telcos pay $1.50 - $7.00 USD per user, per month in revenue share to Swarmio. 

Currently, the telcos Swarmio works with and the gamers they monetize are focused in Latin America, 

Asia and MENA. (see “Note Regarding Forward-Looking Information”)  

 

Swarmio Matrix™ for Esports Organizations and the Gaming Industry  

 

Swarmio Matrix™ is a globally distributed edge computing platform that uses Swarmio’s unique 

proprietary LEC™ technology.  The goal of Swarmio Matrix™ is to extend the limits of today's Internet 

infrastructure and deliver a faster Internet and a better gaming experience to the gamers. 

 

Latency-optimized Edge Computing™ (LEC™) minimizes lag or latency for gamers. While it is important 

for video gamers, Swarmio also believes that it will also have widespread applications in the Internet of 
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Things (IoT), self-driving cars and many more applications. LEC™ uses artificial intelligence (AI) and 

software defined networking (SDN) technologies. This may bring additional value to Swarmio in future as 

latency and lag affects numerous other industries and applications where bandwidth and limited Internet 

access pose barriers for users. Outside gaming and esports, there are countless other industries where 

this same AI technology can benefit people working, learning and connecting through the Internet. (see 

“Note Regarding Forward-Looking Information”)  

 

Swarmio Matrix runs on existing telco infrastructure such as bare metal servers, multi-access edge cloud 

(MEC) hardware and data centers and transforms them into a next generation application delivery 

platform. It uses Deep Reinforcement Learning (DRL) algorithm to select the best edge server location to 

run applications closer to the users based on user’s location and latency. It continuously learns the 

infrastructure and makes decisions to deliver the best possible quality of experience (QoE) for the end 

users. 

 

Swarmio also partners with global data center and co-location providers to deploy Swarmio Matrix™. 

Partners provide access to their infrastructure (i.e. servers and network), and Swarmio installs the 

Swarmio Matrix™ software to transform the infrastructure into a Swarmio Matrix™ edge computing node. 

Swarmio either compensates the partner based on the utilization of the physical infrastructure or shares 

the revenue it generates from the physical infrastructure. 

 

Swarmio is building a global edge computing network using telecom operators existing physical 

infrastructure (servers and network) and existing global cloud data centers (such as Google, Microsoft 

and Amazon). With this model, Swarmio can expand faster and capture a larger share of the edge 

computing market without extensive capital requirement. (see “Note Regarding Forward-Looking 

Information”)  

 
Subsequent events to the date of this MD&A 

(a) Operational update: 

Swarmio Media Holdings Inc. (formerly 1283332 B.C. Ltd.) is a corporation existing under the laws of the 
Province of British Columbia. Swarmio Media Holdings Inc.’s wholly-owned subsidiary, 12747341 Canada 
Inc. (“Subco”), is a corporation existing under the laws of Canada”. Swarmio Media Holdings Inc and the 
Company entered into an Amalgamation Agreement, pursuant to which an acquisition was completed, 
whereby the Company was amalgamated with Subco, to form “Amalco”, and the Company’s shareholders 
received securities of Swarmio Media Holdings Inc. in exchange for their Common Shares and Preferred 
Shares (the “Transaction”).  

On November 5, 2021, the Transaction was completed pursuant to the June 24, 2021 amended 
Amalgamation Agreement. As a result, The Company and Subco amalgamated and continued as Amalco 
under the name “Swarmio Inc.”, which is a wholly owned subsidiary of the Swarmio Media Holdings Inc.  
The Company carries on through Amalco the preexisting business. 

In connection with the Transaction, the shareholders of the Company received common shares in 
Swarmio Media Holdings Inc, in exchange for their common shares, on the basis of the exchange rate 
such that 59,218,800 common shares were issued to the former Company shareholders in exchange for 
100% of the Company’s common shares, preferred shares and convertible securities which were 
outstanding. In addition, 2,000,000 common shares were issued as an advisory fee and 3,000,000 
common shares were issued as a finder’s fee. The Company’s warrant holders received 1,712,151 
Swarmio Media Holdings Inc replacement warrants and the Company’s option holders received 
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3,675,000 Swarmio Media Holdings Inc replacement compensation options, to replace the respective 
Swarmio Inc option and warrants that were issued and outstanding prior to the Transaction. 

(b) Financing and capital raises: 
 
On October 8, 2021, SMHI and Swarmio entered a Promissory Note Agreement and the Company 
advanced $500,000 to Swarmio under the terms of the Promissory Note Agreement. The interest rate 
carried in this note is at 10%. 
 
In October 7, 2021, the Company drew a loan of $208,000, secured against the 2022 SRED refunds and is 
payable upon receiving the 2022 SRED refunds. 
 
In a series of advances between August and September 2021, Swarmio entered a Promissory Note 
Agreement and the private debt holder advanced $150,000 to Swarmio under the terms of the Promissory 
Note Agreement. The interest rate carried in this note is at 10%. 
 
ACOA and IRAP assistances: 
 
Swarmio secured $312,609 in assistance under several IRAP and ACOA programs and claimed received to 
date, a total of $238,938. The reminder of the claims is expected in the months of November and December 
2021. 
 
Convertible loans: 
 
On November 5, 2021, and upon closing of the transaction with Swarmio Media Holdings Inc., certain 
convertible loans, with outstanding aggregate principal balance of $1,534,570, were converted to 9,273,453 
common shares and 561,663 preferred shares. The conversions were pursuant to associated the 
convertible loans agreement, which required automatic conversion on closing of a “qualifying transaction”. 
  
Impact of COVID-19 

The outbreak of a novel strain of coronavirus (“COVID-19”) was declared a global pandemic by the World 
Health Organization in March 2020. COVID-19 has severely impacted many economies around the globe. 
In many countries, including Canada, businesses were forced to cease or limit operations for long periods of 
time. Measures taken to contain the spread of the virus, including travel bans, quarantines, social distancing, 
and closures of non-essential services have triggered significant disruptions to businesses worldwide, 
resulting in an economic slowdown. Global stock markets have also experienced great volatility and a 
significant weakening. Governments and central banks have responded with monetary and fiscal 
interventions to stabilize economic conditions. 
 
The COVID-19 pandemic has been one of the most significant challenges that faced by the Company 
during fiscal 2020 and 2021. The Company did not proceed with a potential Qualifying Transaction in March 
2020 and curtailed its efforts to raise additional capital market financings, for which it had incurred extensive 
preparation costs. The Company also experienced significant delays and push backs on major customer 
acquisitions; renewals and market launch as a result of COVID 19. 
  
Management has taken several measures to monitor and mitigate the effects of COVID-19, including: 
• Terminated the Ontario office lease early and allowed employees to work from home; 
• Implemented health and safety measures for employees (such as social distancing, tele- conferences 

and virtual meetings, on-line data rooms and enhanced tools for remote access); and 
• Streamlined operating costs and reduced redundancies. 
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The implementation of government assistance measures has also helped the Company mitigate some of 
the impact of the COVID-19 pandemic on its results and liquidity. To the extent appropriate the Company 
has applied for such government assistance such as the Canadian Emergency Wage Subsidy (“CEWS”) 
program and rent subsidies. The Company received a Canada Emergency Business Account (“CEBA”) loan 
of $60,000 of which only $40,000 is repayable if the Company makes the repayment on or before December 
31, 2022. Management intends to make the repayment by this date. 
 
Management is continuing to assess the implications for the business when these assistances are no longer 
available. In general, the eSports and gaming industry has experienced a favorable market growth due to 
COVID 19 related travel restrictions. 
 
The Company has determined that these events are non-adjusting subsequent events. Accordingly, the 
financial position and results of operations as of and for the six months ended September 30, 2021 have not 
been adjusted to reflect their impact. The duration and impact of the COVID-19 pandemic, as well as the 
effectiveness of government and central bank responses, remains unclear at this time. It is not possible to 
reliably estimate the duration and severity of these consequences, as well as their impact on the financial 
position and results of the Company for future periods. 
 
There were no other material subsequent events that required recognition or additional disclosure in the 
consolidated financial statements. 

 
Discussion of Operations for the three and six months ended September 30, 2021 and September 
30, 2020 

The following financial data prepared in accordance with IFRS in Canadian dollars is presented for the  
three months ended September 30, 2021 and September 30, 2020 
 

 Three months ended  Six months ended 

(Expressed in Canadian dollars) 

 September 

30, 2021 

 September 30, 

2020 

 September 

30, 2021 

 September 

30, 2020 

         

Revenue (i) $              937  $ 4,085 $ 937 $ 4,085 

         

Operating expenses (ii)  (1,246,359)  (462,794)  (2,004,896)  (803,326) 

         

Loss before interest, taxes and amortization  (1,245,422)  (458,794)  (2,003,959)  (799,241) 

         

Amortization of equipment  

Write off of equipment 

 (441) 

- 

 (7,182) 

(68,576)  

(869) 

-  

(14,237) 

(68,576) 

Amortization of right-of-use asset   (3,913)  (8,555)  (7,825)  (24,512) 

Amortization of deferred gain (iii)  68,258  22,021  119,579  41,038 

Amortization of deferred loss (iv)  (46,942)  (51,792)  (97,337)  (103,900) 

Change in fair value of preferred share liability  1,769,567  (313,171)  5,318,075  (788,021)  

Loss on extinguishment (v)  -  -  49,439  - 

Other income (vi)  -  12,018  -  108,225 

Change in fair value of derivative financial 

liabilities  

 

141,803 

 

161,016  300,310  48,457 

Change in fair value of warrants   48,504  22,384  67,584  18,221 

Interest expense  (444,026)  (251,697)  (869,418)  (421,106) 

         

Net income (loss) and comprehensive loss $ 287,388 $ (942,243) $ 2,875,579 $ (2,003,652) 
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(i) No material revenue was generated during the periods as the Company focused on platform 
development and signing up customers for future quarters. 

(ii) A breakdown of the operating expenses is detailed below. Notable changes compared to the 
comparable period include advertising (increased as the Company commenced promoting for 
subscriber acquisitions), consulting and salaries (increase as the Company increased its staff to 
support the scale up of operations, and the consultants needed to support operations abroad.), 
professional fees (increased due to the reversal of SRE&D professional fees). Other expenses 
were in-line with the prior period, and as expected. 

  

Three months 

ended 

September 30, 

2021  

Three months 

ended 

September 

30, 2020  

Six months 

ended 

September 

30, 2021  

Six months 

ended 

September 

30, 2020 

Advertising and promotion $ 19,982 $ (10,509) $ 37,072 $ (5,366) 

Bank charges  3,018  3,545  7,151  3,388 

Computer expense  102,742  19,031  168,709  49,203 

Consulting fees  330,862  63,346  529,052  204,260 

Donations  -  (92,851)  -  (92,851) 

Foreign exchange (gain) loss  (3,151)  1,008  (6,201)  (1,742) 

Insurance  2,423  5,630  4,930  8,096 

Meals and entertainment  17,178  13,921  18,780  15,623 

Office  44,729  2,711  64,606  6,458 

Professional fees  107,415  187,087  136,043  72,144 

Rent  -  -  -  - 

Salaries and benefits (a)  585,379  272,426  998,478  544,840 

Travel and accommodation  27,902  67  27,951  1,338 

Utilities  -  (574)  -  (123) 

Other  7,880  (2,043)  18,324  (1,941) 

         

Total $ 1,246,359 $ 462,794 $ 2,004,896 $ 803,326 

 

(iii) The company received loans issued by a government agency at below-market interest rates. The 

loans were initially recorded at fair value using the below assumptions and are subsequently 

measured at amortized cost. The benefit of the below-market rate of interest is measured as the 

difference between the initial fair value of the loans and the proceeds received, and is recognized 

as a deferred gain. The deferred gain is recognized in income over the term of the loans in the 

amortization of deferred gain account. 

(iv) Amortization of deferred loss relates to the preferred shares that were issued with an embedded 
derivative liability conversion feature. The initial fair value of preferred shares issued exceeded 
the transaction price giving rise to a day one loss. Since the initial fair value of the preferred share 
liability was not determined using a valuation model that only uses data from observable markets, 
the loss on the initial recognition is deferred and recognized into income over the expected term 
of the instrument. 

(v) Loss on extinguishment is due to conversions and modifications of convertible loans. 

(vi) Other income is made up of the portion of deferred income recognized during the year from 
government grants. The Company received government grants which gives the Company a 
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benefit through these government loans at below-market rates of interest. The benefit of the 
below-market rate of interest is measured as the difference between the initial fair value of the 
loans and the proceeds received, and is recognized in deferred income. 

Selected Quarterly Information  

A summary of selected information for the quarter presented below is as follows: 

 

Three Months Ended 

Net 

Revenues 

($) 

Net Income (Loss) 

Total 

($) 

Basic and 

Diluted Income 

(Loss) 

Per Share (1) 

($) 

September 30, 2021 937 287,388 0.02 

June 30, 2021 - 2,588,191 0.18 

March 31, 2021 - (1,836,446) (0.13) 

December 31, 2020 4,085 (754,029) (0.06) 

September 30, 2020 - (1,032,609) (0.07) 

June 30, 2020 - (1,061,409)  (0.08) 

March 31, 2020 39,629 (1,066,906) (0.10) 

December 31, 2019 45,369 (936,818) (0.10) 

 

(1) Per share amounts are rounded to the nearest cent, therefore aggregating quarterly amounts 

may not reconcile to year-to-date per share amounts.  

 

The Company’s level of activity and expenditures during a specific quarter have been influenced by the 

availability of working capital, the availability of additional external financing and the status of projects and 

level of expenditures required to complete. Given the past start up phases of the Company, there has 

been no seasonality factors or other trends that have affected the quarterly results. 

Liquidity and Cash Flow 

The financial statements have been prepared on a going concern basis, which assumes that the 

Company will be able to meet the mandatory repayment terms of its loans and borrowings. 

 

The Company anticipates having sufficient funds to meet its corporate and administrative expenses for at 

least the next twelve months, as a result of its recent private placements. However, given limited financial 

resources, and history of losses the Company will require, and management is actively seeking, 

additional financing through various means including but not limited to a public offering, in order to secure 

sufficient funding for its existing commitments and meet all of its future general and administrative costs. 

There is no assurance that management’s initiatives will be successful and uncertainty remains as to the 

ability of the Company to continue operating as a going concern. 

 

A number of unfavorable conditions have cast significant doubt on the appropriateness of this assumption.  

At September 30, 2021, the Company had current liabilities that exceeded its current assets by 

$9,033,258, and a deficit of $13,633,382.  
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The Company’s net cash used in operating activities during the six months ended September 30, 2021 
was $1,908,026 compared to cash from operating activities of $167,905 in the six months ended 
September 30, 2020.  

The net cash used in financing activities during the six months ended September 30, 2021 was $335,000 
as compared to $70,931 in the same period of 2020. The Company repaid loans and borrowing in the 
amount of $926,024, and made lease payment of $11,358. These cash outflows were offset by proceeds 
from loans in the amount of $602,322. 

During the six months ended September 30, 2021, cash used in investing activities comprised of $1,797 
used to purchase equipment as compared to $3,764 for the six months ended September 30, 2020.  

Capital Resources 

The Company relies upon various sources of funds for its ongoing operating and investing activities. 
These sources include capital raising activities such as private placement debt and equity financings, and 
government grants.  

On completion of the Transaction, the Company was able to access over $6,000,000 from the financings 
completed by Swarmio Media Holdings Inc. 

As at September 30, 2021, the Company’s capital resources consisted primarily of cash, investment tax 
credits receivable and sales tax receivable. 

Off-Balance Sheet Arrangements 

As of the date of this MD&A, the Company does not have any off-balance sheet arrangements that have, 
or are reasonably likely to have, a current or future effect on the results of operations or financial 
condition of the Company including, without limitation, such considerations as liquidity and capital 
resources that have not previously been discussed. 

Related Party Transactions 

The remuneration of key management personnel of the Company during three and six months ended 

September 30, 2021 and 2020 was as follows: 

 

     Three months ended,       Six months ended, 

 
 

September 

30, 2021  

September 

30, 2020  

September 

30, 2021  

September 

30, 2020 

Salaries, incentives 

and short-term benefit $ 65,000 $ - $ 225,190 $ 203,385 

Share based 

payments  47,906  107,942  104,221   232,564 
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The outstanding balances related to key management personnel other than remuneration are as follows: 

     

  

September 30, 

2021  

March 31, 

2021 

Accounts payable and accrued liabilities $ 9,056 $ 8,894 

Promissory notes  465,405  485,489 

 

 

The amounts incurred by the Company for the provision of key management personnel services that 

are provided by a separate management entity are as follows: 

 

  Three months ended,  Six months ended 

 
 

September 

30, 2021  

September 

30, 2020  

September 30, 

2021  

September 

30, 2020 

Key management 

personnel services 

provided by separate 

management entity $ 36,000 $ 36,000 $ 72,000 $ 72,000 

 

 
Financial Instruments: Fair values and risk management  

Accounting classification and fair values 

 

Financial assets and financial liabilities measured at fair value in the statements of financial position are 

grouped into three Levels of a fair value hierarchy. The three Levels are defined based on the 

observability of significant inputs to the measurement, as outlined in Note 3 of 2021 Audited consolidated 

financial statements. 

 

The fair value determination is the estimated amount that the Company would receive to sell a financial 

asset or pay to transfer a financial liability in an orderly transaction between market participants at the 

measurement date. 

 

There were no transfers between Level 1 and Level 2 during the six months ended September 30, 2021 

and 2020..  

 

Financial risk management 

 

The Company’s Board of Directors has overall responsibility for the establishment and oversight of the 

Company’s risk management framework. The Company’s risk management policies are established to 

identify and analyze the risks faced by the Company, to set appropriate risk limits and controls and to 

monitor risks and adherence to limits. Risk management policies and systems are reviewed regularly to 

reflect changes in market conditions and the Company’s activities.  
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Risk factors 

 

The Company is exposed to various risks through its financial instruments. The following analysis 

provides a measure of the Company’s risk exposures, concentrations, and its mitigation strategies. 

 

Credit risk 

 

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 

instrument fails to meet its contractual obligations and arises principally from the Company’s accounts 

receivable. 

 

The Company’s exposure to credit risk is influenced mainly by the individual characteristics of each 

customer. However, management also considers the factors that may influence the credit risk of its 

customer base, including the default risk associated with the industry and country in which the customers 

operate. 

 

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’s 

approach to managing liquidity is to ensure, as far as possible, that it will have sufficient liquidity to meet 

its liabilities when they’re due, under both normal and stressed conditions, without incurring unacceptable 

losses or risking damage to the Company’s reputation. 

 

The Company is exposed to this risk mainly in respect of accounts payable and accrued liabilities, loans 

and borrowings, derivative financial liabilities and warrants. 

 

The Company’s ability to satisfy its debt obligations will depend principally upon its future operating 

performance. The Company’s inability to generate sufficient cash flow to satisfy its debt obligations or to 

refinance its obligations on commercially reasonable terms could materially adversely impact the 

Company’s business, financial condition or operating results. 

 

The Company anticipates that its anticipated cash flows to be generated from operations will be sufficient 

to execute its current business plan for 2021 and to meet its current debt obligations. 

 

The following are the remaining contractual maturities of financial liabilities at the reporting date. The 

amounts are gross and undiscounted and include contractual interest payments: 

 

September 30, 

2021  

Carrying 

amount  Total  

Within 1 

year  1-2 years  2-5 years  

More than 5 

years 

Non-derivative 

financial liabilities             

Accounts payable 

and accrued 

liabilities $ 1,338,973 $ 1,338,973 $ 1,338,973 $ - $ - $ - 

Loans and 

borrowings:             

Government loans  817.700  1,791.954  270.076  563.193  914.003  44.679 

Convertible loans  5,131,033  5,551,405  5,551,405  -  -  - 

Promissory notes  1,280,536  1,231,476  1,267,261  243,626  74,118  - 
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Total non-derivative 

financial liabilities $ 8,568,242 $ 9,913,809 $ 8,427,716 $ 806,822 $ 988,121 $ 44,679 

             

             

Derivative financial 

liabilities             

Conversion options 

on convertible debt $ 139,875 $ 139,875 $ 139,875 $ - $ - $ - 

 

Currency risk 

 

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in foreign exchange rates. Cash held in foreign currencies is minimal, therefore there 

is immaterial currency risk.  

 

Interest rate risk 

 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 

because of changes in market interest rates.  

 

The Company’s policy is to minimize interest rate cash flow risk exposures on its long-term financing. The 

Company’s loans and borrowings are at fixed interest rates. 

 

Sensitivity analysis 

 

The Company doesn’t account for any fixed-rate financial liabilities at FVTPL and the Company doesn’t 

designate derivatives as hedging instruments under a fair value hedge accounting model. Therefore, a 

change in interest rates at the reporting date would not affect profit or loss. 

 

Critical estimates and judgements  

The preparation of the Company’s financial statements requires management to make judgments, 

estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the 

financial statements, and the reported amounts of revenue and expenses during the period. 

 

Significant management judgments 
 
The following are the judgments made by management in applying the accounting policies of the 
Company that have the most significant impact on the financial statements. 
 
Accounting for financing  
 
The determination of the accounting treatment for financing transactions completed by the Company from 
time to time is an area of significant management judgment. In particular, this involves the determination 
of whether attached warrants and embedded conversion features associated with convertible notes 
should be classified as equity or as derivative financial liabilities. The difference between the transaction 
amount and the fair value of the instruments issued in connection with the financing gives rise to losses, 
which have been deferred as the fair values were not determined using only observable market inputs. 
The manner in which the deferred loss will be recognized within income involves management judgment.  
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Estimation uncertainty 
 
Information about estimates and assumptions that may have the most significant effect on recognition 
and measurement of assets, liabilities, income and expenses is provide below. Actual results may be 
substantially different. 
 
Estimated useful lives of assets  
 
The estimated useful lives of equipment are based on management’s intentions, historical experience, 
internal plans and other factors as determined by management. The useful lives are reviewed on an 
annual basis and any revisions to the useful lives are accounted for prospectively. Uncertainties in these 
estimates relate to technological obsolescence that may change the utility of certain software and IT 
equipment. 
 
Determination of fair values for financial instruments 
 
The Company’s government loans, host liability of the convertible loans, and loans with detachable 
warrants are initially measured at fair value using a discounted cash flow model that considers the 
present value of the contractual cash flows using a market rate. The discounted cash flow model requires 
management to estimate the timing of debt repayments and the effective interest rate related to the 
instruments, consistent with how market participants would price the instrument. Estimated fair values 
may vary from the actual results that would be achieved in an arm’s length transaction at the reporting 
date. Also, the timing of debt repayments could be different from management’s estimates. 
 
The conversion features that accompany the Company’s convertible loans are valued by determining the 
difference between the fair value of the hybrid convertible loan contract, determined using an income 
approach with binomial lattice model; and the fair value of the host liability contract, determined using a 
discounted cash flow model. The conversion features are measured at fair value through profit or loss at 
each period end. For more fair value information, see Note 8 on the convertible loans and Note 10 on the 
conversion features of the convertible loans recognized as derivative financial liabilities. The calculations 
of the fair value of these instruments involves the use of a number of estimates and a complex valuation 
model. The carrying amounts of these liabilities may change significantly as a result of changes to these 
estimates. 
 
Impairment of non-financial assets  
 
The Company assesses whether there are any indicators of impairment for all non-financial assets at 
each reporting date. Non-financial assets are tested for impairment when there are indicators that the 
carrying amounts may not be recoverable. 
 
When value in use calculations are undertaken, management must estimate the expected future cash 
flows from the asset or cash generating unit and choose a suitable discount rate in order to calculate the 
present value of those cash flows. Actual cash flows could be significantly different than management’s 
estimates. 
 
Recent Accounting Pronouncements 

Recently adopted standards 

 
Certain pronouncements were issued by the IASB or the International Financial Reporting Interpretations 
Committee (“IFRIC”). The following amended standards and interpretations are not expected to have a 
significant impact on the Company’s consolidated financial statements: 
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- Amendments to References to Conceptual Framework in IFRS Standards. 
- Definition of a Business (Amendments to IFRS 3). 
- Definition of Material (Amendments to IAS 1 and IAS 8). 
- IFRS 17 Insurance Contracts. 

 
Capital Management  

The Company’s capital currently consists of Common Shares. The Company’s capital management 
objectives are to safeguard its ability to continue as a going concern and to have sufficient capital to be 
able to identify, evaluate and then acquire an interest in a business or assets. The Company does not 
have any externally imposed capital requirements to which it is subject. 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 new shares. 


