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Introduction

Management's Discussion and Analysis ("MD&A") is intended to help the reader understand DeepSpatial
Inc. (the “Company”) unaudited consolidated financial statements for the three and six months ended
December 31, 2022. This MD&A should be read in conjunction with the audited consolidated financial
statements of the Company and the notes thereto for the year ended June 30, 2022 and the interim unaudited
condensed consolidated financial statements and notes thereto for the three and six months ended December
31, 2022. The effective date of this report is March 1, 2023. The financial statements are prepared in
accordance with International Financial Reporting Standards (“IFRS”). Unless expressly stated otherwise,
all financial information is presented in Canadian dollars. This MD&A contains certain forward-looking
information and involves risks and uncertainties, including but not limited to, those described in the “Risk
Factors” section.

Forward-Looking Statements

Certain statements contained in the following MD&A constitute forward-looking statements (within the
meaning of the Canadian securities legislation and the U.S. Private Securities Litigation Reform Act of
1995) that involve risks and uncertainties. Forward-looking statements are frequently, but not always,
identified by words such as "expects", "anticipates”, "believes”, "intends", "estimates", "potential",
"possible” and similar expressions, or statements that events, conditions or results "will", "may", "could"
or "should" occur or be achieved. The forward-looking statements may include statements regarding work
programs, capital expenditures, timelines, strategic plans, market price of commodities or other statements
that are not statement of fact. Forward-looking statements are statements about the future and are inherently
uncertain, and actual achievements of the Company may differ materially from those reflected in forward-
looking statements due to a variety of risks, uncertainties and other factors. For the reasons set forth above,
investors should not place undue reliance on forward-looking statements. Important factors that could cause
actual results to differ materially from the Company’s expectations include uncertainties involved in
disputes and litigation, uncertainty of estimates of capital and operating costs, recovery rates, production
estimates and economic return; the need for cooperation of government agencies; the need to obtain
additional financing and uncertainty as to the availability and terms of future financing.

It is the Company’s policies that all forward-looking statements are based on the Company’s beliefs and
assumptions which are based on information available at the time these assumptions are made. The
forward- looking statements contained herein are as of September 30, 2022 and are subject to change after
this date, and the Company assumes no obligation to publicly update or revise the statements to reflect new
events or circumstances, except as may be required pursuant to applicable laws.

Although management believes that the expectations represented by such forward-looking information or
statements are reasonable, there is significant risk that the forward-looking information or statements may
not be achieved, and the underlying assumptions thereto will not prove to be accurate. Forward-looking
information or statements in this MD&A include, but are not limited to, information or statements

concerning our expectations regarding the ability to raise additional funds, results of the research and
development performed in relation to the products and services of the Company, positive result due to the
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change in business model, possibility of entering into strategic alliance, distribution agreements and other
arrangements to market their products and services and possibility of producing viable products through
the use of the new technologies purchased and developed.

Actual results or events could differ materially from the plans, intentions and expectations expressed or
implied in any forward-looking information or statements, including the underlying assumptions thereto,
as a result of numerous risks, uncertainties and factors including: the possibility that opportunities will arise
that require more cash than the Company has or can reasonably obtain; dependence on key personnel;
dependence on corporate collaborations; potential delays; uncertainties related to early stage of technology
and product development; uncertainties as to fluctuation of the stock market; uncertainties as to future
expense levels and the possibility of unanticipated costs or expenses or cost overruns; and other risks and
uncertainties which may not be described herein. The Company has no policy for updating forward looking
information beyond the procedures required under applicable securities laws.

CORPORATE OVERVIEW

The Company’s corporate head office is located at 77 King Street W, Suite 3000, Toronto, Ontario, Canada,
M5K 1GS8.

On September 9, 2019 the Company issued 63,450,000 common shares to Algo8 Al Private Limited, a
company incorporated in India and its associates including their designates, being the fair value
consideration for the assignment of Intellectual Property relating to development and creation of the work
product related to geospatial artificial intelligence for enterprises. The Company leverages Artificial
Intelligence to create robust location intelligence solutions for transforming existing location data
into business outcomes. Location data can be anything from addresses and latitude/longitude coordinates,
buildings, monuments or alike and when this data is correlated with internal business data, it
creates business context to improve decision making backed by data driven analytics.

Extensive User Research has gone into its development. The Company comes from actual validation of
client pain points and the value proposition would substantially improvise planning, resource allocation,
and decision-making — predicting the surge in demand and supply, identifying the prospects of high and
low margin, multiplying supply chain efficiency, and optimizing service delivery. The scope of solutions
that can be improved with the integration of geolocation intelligence is simply endless. We bring to the
customers the power of Al and GIS with an affordable SaaS product pricing.

DeepSpatial is an artificial intelligence technology company that provides business insight to enterprises
using geospatial information. The unique insights that location intelligence can provide is one of the many
reasons that this type of analytics is considered essential for many businesses, including those selling a
particular products or service. Accordingly, businesses have come to rely on accurate location data and
mobility information to help it optimize its distribution, plan site selection and extract market insights.
The challenge frequently faced, is how to apply this in a meaningful way.
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The Company’s unique technology unites business data with business operations to help it understand: (1)
customer personas (to distinguish and classify personalized product preferences and SKU relativity);

(2) predict inventory consumption and link it to effective supply chains and warehouse planning; (3)
expand existing markets by locating potential customers analogous to already existing clientele; and (4) to
promote targeted pricing and discount strategies on a geospatial basis. Its technology helps businesses
better understand important questions including who a company's ideal customers are, how it can more
effectively manage inventory, and where to open new locations or expand.

The following chart highlights the four steps involved in The Company’s business solution:
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1.

Collect business data: including SKU (Stock Keeping Unit) level, inventory levels and other
business key performance indicators (KPIs).

Collect public and private data: The Company’s artificial algorithms use location context data
(through various map engines) as well as public, proprietary and dynamic data in order to arrive at
relevant insights. The company's pre-built algorithms customize this data in order to generate a
unique geospatial algorithm for its clients that is used to optimize their business.

Utilize artificial intelligence and machine learning engine to: arrive at future data sets (which
are used as pre usage data sets); geospatially stitch information together to allow the
automatic geocoding and display of such data; and apply its machine learning algorithms to
arrive at relevant features important to a particular business processes and outcomes.

Generated insights will allow businesses to understand:

e WHO:
o are the customers that a particular business should target?
o are the “super fans” that can improve a company’s NPS (net promoter score)
o are the most active on social media?
o should we be focusing our business efforts towards?
e WHEN:
o Isthe best time to launch a product or service?
o Isthe best time to expand?
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o is the best time to scale back?
o should a business allocate resources to a specific, time-sensitive initiative?

e WHERE:
o are the most profitable places for expansion?
o should a business open a new location?
o should a business keep its warehouse/office?
o should a business target its marketing (traditional & digital) and spending?
o should a company strategically increase/decrease its presence?
o are the bottlenecks in the end of end process of the business as a whole?

o can a business/brand better connect with people?

o can a business optimize its inventory and/or service management?

o can a business build better supply chains?

o can abusiness use social media and location data to discover unique factors of
consumer behavior including regarding a consumer's hobbies and interests,
lifestyle preferences, relationships, diet choices, entertainment preferences and
his or her culture and beliefs?

o can a business predict the probability that a service or product will succeed in
a particular market?

o is abusiness not obtaining the intended results?
o isabusiness or segment growing?
o isn't a business or segment growing?

The result? Smart, data driven decisions for business growth across multiple industries including retail,
food and beverage, government as well as agriculture and engineering construction.

One of the most common challenges faced by companies is how to how to apply data (that is largely
unstructured) in a meaningful way to their business. Our Company helps bridge that gap by synthesizing
the collected data into a format that can easily understood by companies to provide data-driven answers.
The data fusion platform together with the machine learning platform allows business to stitch data which
is multi variable and analyze the same.

DeepSpatial will charge customers an upfront implementation cost, as well as an annual license fee for an
enterprise license. The license fee will be determined upon the completion and deployment of its products
to customers and is expected to provide DeepSpatial with reliable, recurring revenue. Initially, the Al
platform was 60 % replicable with a need for 40 % customization. To ensure a high fidelity, delightful user
experience, we have carried out several successful proof of concept studies validating our technology and
various prototypes pertaining to industry specific applications.

This means that prototypes of the software exist and that the key functions have been demonstrated and
tested. The SaaS product will be integrated with operational hardware and software systems upon
deployment to support operational feasibility. Also included at this stage is that most software "bugs" are
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removed and that tests have been performed to demonstrate that it will be successful for business
predictions. As we move forward, we have successfully been able to take our technology from TRL7 to
TRLI requiring a replicability of 80 % and a customization of 20 % for the consumer and packaged goods
industry vertical. This was accomplished in January of 2022 with R&D costs incurred tof approximately
$48,500 . At the same time, it is important to note that considering the focus we have on the government
sector, there isn’t a need for TLR9 readiness for the government sector as the solutions tend to be highly
customized and contracts tend to be multi-year with recurring revenue. As for enterprise segments, if we
are offering a plug and play solution which addresses a common problem shared by clients throughout the
segment, then achieving TLR9 will expedite business development but at the same time, if we are
addressing a problem which involves a large client then there will not be a need for TLR9 readiness.

Product Pipeline

We are now in the final stages of commercializing our product pipeline. Presently, we have two specific
use cases that span industry verticals ranging from transportation to ecommerce. These are a) sentiment
monitoring with geosocial customer profiling, and b) supply chain optimization. As we bring these
technologies to market, our goal remains to cross sell our product offerings to potential clients that can
benefit from both services for a more comprehensive improvement of their business.

As our technology matures, we plan to enter the engineering, construction and urban planning verticals in
the future. Our goal in these segments would be to cater to goal-specific site selection processes that
improve the construction process and cost management processes end-to-end.

Verticals Targeted

Our current efforts to commercialize our technology are targeted towards the government sector as being
one of the focus segments along with players in the manufacturing, retail, food and beverage, and
transportation verticals. As we mature, we hope to penetrate other industry verticals with our Al and
alternative data offering that provides robust geo-intelligence insights for businesses.

In March, Deepspatial announced appointment of technology and business development experts to its board
to strategize technology development and to further business development. The following

Sourav Sachin, VP Engineering at BrowserStack, previously CEO of WoNoBo, Director of Engineering,
Flipkart Kapil Raval, Director, Partner Ecosystem, Azure Global Engineering at Microsoft

Andrew Mandyam, Founding Partner, Utilis Consulting, previously Director at Enbridge Gas Distribution
Robert Luciano, CEO, DecisionSMART Retail Advisory, previously Director, Starbucks Coffee Canada
Pulkit Trivedi, Director, Google, previously Director, Facebook

Sourav Sachin is an alumnus of the prestigious Indian Institute of Technology, Bombay, and brings over
two decades of experience in the technology, media, and retail sectors where he has built, scaled, and
commercialized several technologies. He is currently the VP of Engineering at BrowserStack, a technology
company specializing in building cloud web and mobile testing platforms that provide developers the ability
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to test their website and applications across on-demand browsers. Prior to joining BrowserStack, Sourav
served as the CEO of WoNoBo, a cloud-based GIS platform specializing in “street view” functionality.
Sourav was the Director of Engineering for Flipkart, India’s largest eCommerce company, which was
acquired by WalMart for $16 billion USD.

Kapil Raval is currently a director in the energy vertical for Azure Global Engineering at Microsoft. Prior
to this role, he was the Director of Corporate Business Development for Al-infused Industry Solutions for
Microsoft. Before his work at Microsoft, Kapil was the Global Business Leader for Telecom Solutions at
Hewlett Packard Enterprise, where he led teams globally, expanding HPE’s telecom solutions market by
over 12%.

Andrew Mandyam is currently the founder and CEO of Utilis Consulting, an energy consulting company
based out of Ontario, specializing in offering a subscription-based product to players in the energy sector.
Before founding Utilis, Andrew was the Director of Regulatory Affairs at Enbridge Gas, the largest natural
gas utility in Canada serving over 2 million customers and bringing over $2 billion in annual revenues.

Robert Luciano brings over 25 years of experience in the retail sector, and currently serves as the CEO of
DecisionSMART advisory, a consulting firm specializing in retail expansion for firms providing in-house
expertise on the real estate and demographic variables. Prior to his foray into entrepreneurship, he was the
Director of Store Development for Starbucks Coffee Canada, where he led the opening of 50+ new stores
across the country and managed a portfolio of 500+ existing assets.

Pulkit Trivedi is currently a Director at Google Pay, India, and brings with him over 19 years of experience
in a diverse range of environments and roles. Featured in the “40 Young Business Leaders Under 40” report
published by Business Today in 2015, he has previously worked in executive roles across Intel, Microsoft,
and IBM. At Intel, he was singlehandedly responsible for managing a $300 MM revenue portfolio in South
Asia, and also worked on launching India’s prominent “all-in-one” PC with HP in 2009.

In March, Deepspatial also announced partnership with DFM foods. DFM Foods is a leading player in the
snack foods market in India, and its flagship product — CRAX rings — is a household name in the second
most populous nation in the world. With product differentiation, aggressive marketing, and a focus on
high quality, the company has grown its earnings at an aggressive 20% year over year rate and is
currently listed on the Bombay Stock Exchange (BSE) with a $250 million+ market capitalization. To
continue its longstanding journey of growth, the company has partnered with DeepSpatial to leverage the
power of geospatial intelligence in customer profiling and market expansion. This is an arm’s length
transaction and DFM has come on board as a client for Deepspatial, where initially they are starting off
with a specific geolocation and following successful delivery, they will be looking at expansion into other
cities in South Asia.
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DFM operates in a competitive industry facing fierce competition on pricing, product choice, and
distribution in India. DeepSpatial will be stepping in to assist the firm in generating the following three
categories of insight:

Geodemaographic customer profiles: DeepSpatial will conduct a thorough analysis of product sales within
different geographies and integrate the datasets with its own to arrive at ideal customer archetypes that
precisely define the success criteria for a product within a certain demography. To develop such customer
archetypes, DeepSpatial will deploy its proprietary machine learning algorithms to identify the correct
features that provide predictable models of successful sales. These insights will allow DFM to target its
marketing and distribution through a precise, granular, data-driven approach for the highest ROI.

Market Entry and Expansion: DeepSpatial will leverage the insights generated from geodemographic
customer profiling to identify alternative markets for expansion in India, given certain bounded
constraints such as delivery cost, pricing power, regional competitive profiles etc.

Distributor and Supply chain optimization: DFM foods currently engages with 3,000+ distributors and
subcontractors that cater to 1.2 million+ retailers for effective delivery of various products to consumers.
DeepSpatial will be analyzing this dataset geospatially to identify efficient delivery mechanisms, route
optimizations strategies, and create predictive models of demand and supply to better manage the
production supply chain.

Deepspatial received an initial purchase order from DFM foods in November 2021 for approx. $6,000 and
expects to deliver the solution to the client within the next 3-4 weeks. At the same time, Deepspatial is in
continuous discussions with DFM foods regarding technology scale up which is anticipated to lead to
additional purchase orders from DFM foods.

Deepspatial is focused on growth and building long -term shareholder value. The company is focused on:

1) Expanding its technology portfolio to develop SaaS (“Software as a service™) driven Al products
and has assembled a team to expedite this initiative.

2) Asan Al company, Deepspatial is also developing custom solutions for clients. The company has
brought on senior leadership to head sales and business development.

3) The company is also focused on establishing both data and strategic partnerships.

4) The company will also be looking at strategic acquisitions which can boost the offering of
Deespatial in the geospatial space.

In line with long term growth, in April, the company announced appointment of Debojyoti (Deb)
Purkayastha and Pramod Misra, to its board of advisors. The two new appointments will allow the
company to scale its operations by catalyzing growth across two central pillars of its core business —
scaling business activity and enabling strategic data partnerships.

Deb is the Regional Director of India for Voyager Labs, an Al powered analytics company based out of
New York. Previously, he was a Director for Channel and Sales at Riverbed Technology, an enterprise
software company specializing in cloud development applications. He brings over two decades of
experience in scaling sales operations at enterprise software companies.
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Pramod currently serves as the General Manager and Lead Data Scientist at Indian telecom company —
Vodafone. Educated at the Georgia Institute of Technology, he has over a decade’s worth experience in
technical roles across various industries. Prior to VVodafone, Pramod has spent time at the Novartis Group
and the Nuclear Power Corporation of India developing quantitative research models. His technical
expertise, foresight, and experience will allow Deepspatial to access and leverage specialized data
partnerships across industries.

Their addition to the team will allow Deepspatial to improve its product offering and scale its operations,
paving pathways of synergistic alliances and prospective growth. The company is focused on scaling its
technology platform to new/novel domains with a focus on tech development and business expansion.

In the period from July 1, 2021 to March 31, 2022, the company had significant developments on the
administration, technological along with the business development front.

On the administration and investor exposure front, the company announced that its common shares are
now trading on the OTCQB Venture Market (OTCQB), a US trading platform that is operated by the
OTC Markets Group in New York. The company is trading on the OTCQB under the symbol “DSAIF”;
the Company’s common shares will continue to trade on the Canadian Securities Exchange (CSE) under
the symbol “DSAI”. The OTCQB Venture is the premier marketplace for entrepreneurial and
development stage U.S. and international companies that are committed to providing a high-quality
trading and information experience for their US investors. To be eligible, companies must be current in
their financial reporting, pass a minimum bid price test, and undergo an annual company verification and
management certification process. The OTCQB Venture quality standards provide a strong baseline of
transparency, as well as the technology and regulation to improve the information and trading experience
for investors.

On the technological front, the company announced that it has filed patent application number 63244524 -
Computer Implemented Method and System for Retail Management and Optimization with the United
States Patent and Trademark Office (USPTO) for its proprietary methods of retail management with
enhanced user experience for dynamic planning and decision making.

The company is currently working on 4 patent applications — two have been filed, and two are in process.
The two filed patents focus on education and crop yield prediction which has applications in the
government sector. The patent portfolio is anticipated to grow as the company expands into additional
verticals which is anticipated to yield novel IP for which the company will seek patent protection.
Therefore, the company expects to file patents on an on-going basis. At the same time, as part of our IP
strategy, Deepspatial is also working towards filing the same patents in jurisdictions where the company
is planning to operate in from a client business perspective. The company is focusing on filing patents in
the US, Canada and India which are seen as favorable jurisdictions to maintain patent protection and
patent infringement by a third party does carry significant penalties in these jurisdictions.

Nandan Mishra, who is the CEO of Algo8, has come on board as a director. Deepspatial has now set up
its own technology team and all the R&D, operations and business development are being carried out in
house at Deepspatial by its own team with no dependence on Algo8.
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The Company incurred $115,910 of R&D expenses for the year ended June 30, 2022, and $30,280 for
the three months ended September 30, 2022, which was largely due to the impact of COVID-19 and the
Company realigning its vision to hire in-house consultants for development. The COVID-19 pandemic
influenced the strategy and the trajectory of the company’s growth as certain verticals which were
initially expected to be significant became de-prioritized. Since October 2021, the Company has been
building its internal R&D team and has successfully been able to establish its own R&D team to carry on
with development

Challenge:

Advancements in information technology have revolutionized the landscape for e-commerce and retail.
As digital transformations enrich and enhance existing businesses, retail businesses face new frontiers for
expansion along with a novel constraint - location. As organizations adopt omni-channel strategies to
deliver value, traditional retail needs to adapt to find novel solutions to thrive. In 2019, retailers in the
United States announced over 9,000 store closings. In 2020, the onset of the current pandemic has only
exacerbated the problem. Optimization of inventory management, pricing, supply chain, customer
sentiment at existing locations along with identification of new markets and identification of stores which
need to be shut down are unique challenges which need to be addressed in the retail segment.

COVID-19 has impacted Deepspatial on two specific fronts — recruitment of talent for tech development
along with customer acquisition in certain verticals such as retail. In the current environment, although
potential customers have reduced the IT spend and are not focusing on expanding operations, the focus
has turned towards optimization of operations and improving margins. This has allowed us to re-focus
and re-position our solution as being a technology that can assist in making decisions, improving
productivity which has a downstream impact on margins.

One of our initial focus areas was retail as well as the food & beverage sector which has been
dramatically impacted by COVID-19. Initially, our solution was being positioned as the one which could
offer insights on where to open and where to expand. However, in the current landscape, the expansion
plans of retailers have come to a standstill. Therefore, we had to add certain modules, expand the
technology focus towards providing insights on distribution optimization, customer archetypes, customer
acquisition, marketing and optimizing supply chain. Although the government sector was initially not a
top focus area for us, the COVID-19 landscape paved an opportunity which has allowed us to engage with
government authorities in education and infrastructure.

The partnerships that we have announced are focused on the government sector where there are specific
budgetary allocations focusing on infrastructure, education and health. Our partners are deeply entrenched
in these sectors and see a need for our offering. As such, currently, we have begun to focus extensively on
the government sector where we are working towards capitalizing on these potential business
opportunities.

Although COVID-19 has significantly impacted workplaces, being an IT/Al company, our team of
scientists/engineers are working remotely, and we have Key Performance Indicators (KPIs) in place to
ensure progress is being made in a regular manner. At the same time, on the business front, due to the
restrictions imposed globally due to COVID-19, we have pivoted heavily towards establishing a partner
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program for business development while also having our in- house team of business development
professionals to work with partners as well as to onboard clients.

Deepspatial’s Solution:

The company’s technology (patent pending) is a complete solution that addresses all the pain points
encountered in the retail sector. Deepspatial’s proprietary Artificial Intelligence (Al) driven algorithms
and the company’s proprietary data sets are used in conjunction with the customer’s data and insights
which are client-specific to assist the customer in making critical business decisions.

Key features of the retail management platform include Inventory Optimization, E-Commerce
Optimization, New Location Identification and Evaluation, Customer Persona Targets, Pricing
Recommendations, Trend Prediction and more. Layering together proprietary, public and client data sets,
along with social media sentiment analysis to capture consumer and customer perspectives, Deepspatial’s
Acrtificial Intelligence and Machine Learning engine determines what it the current state and predicts the
future state for users to make critical, bottom-line, business decisions.

Furthermore, the company also announced recruitment of lead data scientist — Dr. Bushra Zaman.
Leading the company’s Al team is now Dr. Bushra Zaman, a senior data scientist who’s an adjunct
professor at the University of Utah and previously led high-profile projects with World Bank.

On the business development front, the company announced hiring of VP, Business development along
with Sales Head for the South Asia division. Furthermore, the company also announced a partnership
with one of the leading system integrators in India.

Deepspatial also announces addition of senior team members to lead global business development efforts.
Debojoyti Purkayastha (Deb), previously an advisor to Deepspatial, has transitioned to the role of VP,
Global business development. Deb has 23 years of experience in technology sales and helped scale up
major global tech companies such as Voyager labs and Riverbed. Kunal Singhal has been hired as the
head of sales for India. Kunal has 15 years of experience in enterprise software sales and managing
channel partners. He previously worked with global tech corporations such as Checkpoint and Riverbed.

The company announced a partnership with SISL Infotech, to provide its patented Al (artificial
intelligence) & GIS (geographic information systems) solutions to SISL Infotech’s vast, industry-wide
client base. SISL Infotech is a leading system integrator in India, helping customers automate their
business functions with IT software and services. Some of their partners include Microsoft, IBM, Cisco,
HP, Dell, and ESRI. SISL Infotech is one of the largest technology system integrators in India with more
than 4000 employees and 6000 global customers. The Deepspatial / SISL Infotech partnership will
empower businesses to tap into previously unserved markets by taking advantage of geo-spatial
intelligence and Al-driven business insights. Our partnership with SISL will allow SISL infotech to offer
our solutions to their wide range of clientele and the compensation for SISL will be a percentage of
revenue share depending on the size of the order.

As part of the push into the government sector, in October, Deepspatial announced a partnership with IPE
Global to provide its solutions to IPE Global’s clients throughout government and private sectors. IPE
Global will be leveraging Deepspatial’s technology to assist their global client base in addition to working
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together towards jointly proposing their solutions to specific markets and clients identified by IPE Global.
IPE Global Limited is a leading international development consulting group, providing Information and
Communication Technology solutions for development and sustainable growth in developing countries.
IPE Global currently operates in 8 countries encompassing Africa, Asia, and Europe with a workforce of
over 1100 employees globally. This will broaden the reach of Deepspatial to government clients in
several jurisdiction and the partnership will work on a revenue share basis. The partnership with IPE
Global Limited is expected to generate revenue in Q2 of 2023.

Furthermore, Deepspatial also announced a partnership with Stago in October. Staqo is an enterprise IT
platform and services organization operating in many countries with over 200 experts in various domains
of enterprise technology such as Deep Learning, Machine Learning, Blockchain, 10T, Image Recognition,
Solutions Engineering, Cloud computing, Al, and IT infrastructure. Leveraging Staqo’s strong grip in the
areas of Al, Facial Recognition, Image Analytics, Application Development, and Cloud delivery —
Deepspatial will be working alongside Stago to empower its global client base to deliver a full spectrum
of enterprise technology solutions. One of the key product offering of Staqo is a real time monitoring
solution for employee attendance and distribution which is being used by clients in the industrial and
retail space. This is complementary to Deepspatial platform as integration with Deepspatial leads to real
time insights which can have an immediate impact in enhancing productivity. The two companies have
executed a Joint Marketing Agreement whereby Staqo will be offering its real time monitoring solution as
an enterprise solution combined with Deepspatial’s proprietary platform. The companies are currently
pitching a joint solution to clients and expects revenue generation in Q2 of 2023.

The addition of new team members, combined with technological advancement and business partnerships
is setting the stage for long term growth on both the technology as well as business front. Deepspatial is
currently working on securing additional partnerships with system integrators and solution providers.
These partnerships will be on a revenue share basis where the cost to Deepspatial will typically be
somewhere between 5-10 % of the revenue share on the contracts provided by these system integrators
due to which there will be no capital costs for Deepspatial with the exception of sharing revenue from the
contracts that the company gets through these partnerships.At the same time, Deepspatial has allocated
approximately $50,000 in its annual budget for data partnerships, which will allow the company to layer
additional data sets into the technology. There are several new accounts and business opportunities
currently being worked upon by the company.

In October, the company also announced a partnership with Sheela Foam Ltd . Sheela Foam Ltd (NSE:
SFL) is a publicly traded company on the National Stock Exchange in India (NSE) and is currently
trading at a market cap of over CADS$ 2 billion and is the largest polyurethane foam manufacturer in Asia
Pacific with footprints in India, Australia and Spain and also the largest manufacturer of mattresses in
India under renowned brand name Sleepwell. Deepspatial will assist Sheela Foam in identifying new
market opportunities for expansion and provide better coverage for their existing markets. Deepspatial’s
Al-driven solutions will be adopted by Sheela Foam Ltd., to help maximize its distribution & retail
coverage which is expected to reduce costs and increase profitability, margins, and revenue. The
partnership is expected to generate revenue in Q2 of 2023.
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As part of the company’s push into the government sector, the company announced major developments
in January and February. In January, the company announced the addition of a new partner and a new
contract in India focusing on Health and Sanitation Planning, Waste Disposal Planning, Infrastructure
Planning, and Tourism Site Planning and Development. Due to privacy reasons, this partner and client
wish to remain anonymous. The contract marks a new entry in the infrastructure and urban planning
sector for Deepspatial, where its solutions will be used to support organizations and provide Al & data
driven decision making for key Government personnel, ensuring a better future and quality of life for its
citizens. Furthermore, in February, Deepspatial announced a Memorandum of Understanding (MoU) with
a Government of India Educational Program under the Ministry of Education in one of the States with the
outcome of improving the quality and access to education while enabling schools to better prepare
students for rewarding career paths. Deepspatial will be working closely with the officials of the flagship
program under the Ministry of Education to identify key areas of opportunity for improving access to
education and ensure students are prepared for higher education from the State. Throughout the discovery
process, Deepspatial may provide additional services if deemed suitable and valuable to the underlying
outcomes, which may lead to further commercial contracts. The partnership is expected to generate
revenue in 2023.

The company continued to expand its intellectual property portfolio and filed it’s first patent in the
agriculture segment in March. The company announced filing of US patent entitled ""System and Method
for Classification of Crops Using Multi-Class Machine Learning Techniques" (Patent Application
#63307982). Deepspatial has created a novel artificial intelligence-driven technology that solves several
obstacles in agricultural practices such as crop yield prediction, crop rotation, crop selection, and other
crop management activities that will result in a greater yield of crop and maximize crop utilization for
farmers. The Company's recently filed patent speaks to an artificial intelligence-driven platform that
allows farmers, stakeholders, and decision makers to predict the crop yield for any given land and the
type of crop that would thrive most to ensure maximum efficiency with every yield and season. The result
not only allows farmers to capture the highest food yield for our ever-growing population, but will also
directly impact their bottom line, ensuring they will continue to do unarguably valuable and challenging
work. World population is growing and is expected to reach between 8 and 10 billion by 2050. Increase in
population creates more demand for food, and it is estimated that total food consumption will have to
increase by 50-70%. Traditional methods of agricultural farming are not equipped to handle the demand
forecasted and the need for new methods and practices in agricultural management and technologies are
becoming increasingly important. The global agriculture technology-as-a-service market is projected to
grow from $1,101.6 million in 2020 to $3,089.8 million by 2025, at a CAGR of 22.91% from 2020 to
2025. High growth in the market is expected to be driven by the growing need to adopt agriculture
technologies across the industry. The patent allows the company to venture into a new segment which has
a tremendous growth rate and the company will leverage its’s previously announced government and
private sector partnerships to assist with business development in the agriculture segment.

On the investor front, the company received approval from the Depository Trust Company ("DTC") to
make the Company's common shares (the "Common Shares") eligible to be electronically cleared and
settled ("DTC Eligibility™). The Common Shares will continue to trade in the United States under the
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ticker symbol "DSAIF"on the OTCQB Venture Market and on the Canadian Securities Exchange (CSE)
under the ticker symbol “DSAI”.

DTC is a subsidiary of the Depository Trust & Clearing Corporation, a U.S. company that manages the
electronic clearing and settlement of securities for publicly traded companies in the United States.
Securities that are eligible to be electronically cleared and settled through DTC are "DTC eligible. "DTC
eligibility is expected to simplify the process of trading and enhance the liquidity of the Company's
Common Shares in the United States because of the accelerated settlement period and the expected
reduction in costs for investors and brokers.

The company believes it has a strong sales pipeline consisting of new sectors and Government
opportunities and expects growth in order booking. Moreover, based on the traction and client needs, the
company also expects to further expand the data-science and technology team to meet forecasted project
deadlines and new client orders.

The company achieved successful client validation of Platform in the government sector for educational
advancements for underserved communities. The revenue producing project, encompassing and impacting
over 100 schools, was created for the Department of Education in the State of Meghalaya, India. The
education platform delivered by Deepspatial provided impactful insights by using its proprietary Al
algorithms (patent pending).

The quality of education differs drastically between States and regions due to factors like demographics,
environment, accessibility, healthcare, occupational, infrastructural, and several other factors. Every
region is unique, and remote areas have varying characteristics that need to be accounted for while
planning or implementing policy level decisions, especially those affecting education. As a result of the
unequal access and other factors, the passing rates of many secondary and higher secondary schools in
remote-like districts were decreasing dramatically.

Deepspatial, in collaboration with Department of Education officials, initiated an interdisciplinary
analysis of the factors affecting the Secondary and Higher Secondary Students of a District in the State of
Meghalaya. The insights provided by Deepspatial’s Platform has helped the policy and decision makers
of the State understand the particular issues contributing to the decline of the passing rate of State’s
students, and provided actionable insights for decision making to impact change. Deepspatial is currently
working towards scaling its technology throughout the State with the Department of Education to further
impact the State’s citizens.

The company also announced partnership with NielsenlQ. NielsenlQ is the leader in providing the most
complete, unbiased view of consumer behavior, globally. Since launching in 2016, the NielsenlQ Partner
Network has been instrumental in driving business value for more than 200 unique NielsenlQ clients by
simplifying industry collaboration and providing more relevant and accurate results from partners that
better align to the way clients measure their business.

The partnership empowers its partners to gain access to Nielsen’s network of Fortune 500 clients.
NielsenlQ clients also benefit a great deal as they can work directly with any of the partners who
specialize across a broad range of areas including demand planning, data harmonization, machine



DEEPSPATIAL INC. (formerly, Aylen Capital Inc.)
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE THREE AND SIX MONTHS ENDED DECEMBER 31, 2022

learning, Al-driven promotion, and many other features. The offering with NielsenlQ will be on a revenue
share basis.

In addition to the government segment, the company also expanded in the enterprise segment. In July
2022, the company secured a purchase order with a large global frozen-food conglomerate, headquartered
in North America. Despite the rapid growth of the frozen food market, many companies are still facing
expansion challenges due to multiple factors. In several jurisdictions, lack of proper infrastructure often
results in a failure to supply safe, frozen food products in a timely manner. Frozen food usually has a long
shelf-life, however, if not stored well (rapid change in temperatures), the product is wasted easily.
Distribution remains a pain point for the frozen food sector and companies are looking for solutions to
these challenges. Deepspatial will provide the frozen-food organization with its Geospatial Artificial
Intelligence (Geo-Al) Platform to plan, optimize, and govern the client’s distribution network while
enhancing its decision-making capability for market expansion. Furthermore, in August 2022, the
company also secured a purchase order from a leading FMCG (fast-moving consumer goods) company in
South Asia. Despite the industry being valued at $105.85 billion in 20211, FMCG companies face several
big challenges such as cost minimization, meeting increasingly diverse customer requirements, and
ensuring availability and fulfillment of customer demand. With consumer demand sometimes peaking up
to 400%, the flexibility to adapt to fluctuations and shorter lifespans poses significant challenges, which
can be solved by optimizing distribution, logistics, and supply chain operations. Deepspatial’s platform
addresses the challenges that FMCG industry are currently facing with its distributors, wholesalers,
retailers, and product segment availability for its appropriate target customers. The Company’s platform
empowers its clients to analyze and optimize distribution networks using multivariate geospatial data
analysis and outcome modelling tools, in return, helping companies make smarter decisions that make a
difference. The length of the project is estimated at four months and pending successful results of the
project, the Company expects to work on a significant scale with the client.

The validation of company’s platform for education led to Deepspatial receiving an exclusive invitation to
present at the United Nations General Assembly Forum, UNESCO Artificial Intelligence for Information
Accessibility 2022 Global Conference.The theme of the conference is promoting and understanding
Acrtificial Intelligence. Al can be very beneficial to society but if abused it can also be very harmful. The
theme, therefore, raises a range of issues, including the relationship between Artificial Intelligence and
Law, Al and Ethics, media and our right to know, creativity, and innovation. UNESCO’s programs
contribute to the achievement of the Sustainable Development Goals defined in the 2030 Agenda, adopted
by the UN General Assembly in 2015. Presenting at the Conference, Deepspatial will highlight the impact
its Geo-Al Platform has made on many lives through its Education, Healthcare, and Agriculture platforms
and how the Company’s work can contribute to UNESCO’s mandate of achieving sustainable
development goals. Showcasing its novel Al-driven technology to international experts in Al, Deepspatial
is becoming well-positioned as a thought leader in the space of Geospatial Artificial Intelligence.

Moreover, Deepspatial was also invited to present at the Bureau of Police Research and Development
(BPRD) on August 18, 2022, as the only Al company selected this year to showcase and demonstrate the
capability of its platform for law enforcement. Deepspatial was working with authorities at different
levels of the Government to develop and refine its geospatial Al platform over the past 12 months. The
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Company’s research and development has resulted in novel intellectual property which is currently being
drafted into patent applications to be filed with the United States Patent and Trademark Office.

Deepspatial’s geospatial Al-driven Platform for Law Enforcement empowers agencies to identify and
analyze criminal activity, patterns, and trends to deploy resources effectively and efficiently. At the
upcoming BPRD event to be attended by senior law enforcement officials from over 25 states across
India, the Company will showcase its platform for law enforcement and its capabilities and features such
as Demographic Analysis, Crime Prediction, Crime Prevention, Crime Drivers, Potential Escape Routes
and Deployment of Resources, and others ground-breaking tools.

Over the last quarter, the company has achieved progress both on the government and the enterprise
segment front which is important for business development and expansion. The company is anticipating
filing of multiple patents along with major developments related to business development on the
government front.

Following the showcase of Deepspatial's technology at the UNESCO conference, the Company was
approached by several organizations from Government, Education and Research sectors. Deepspatial has
since partnered with the Department of Population and Public Health Sciences of the Keck School of
Medicine at the University of Southern California (USC). USC researchers and the Company will
collaborate to gain access to data sources relating to population and public health to generate reports,
including manuscripts to be submitted for publication in peer-reviewed scientific journals. Furthermore,
Deepspatial will provide guidance to USC faculty and students to gain insight into the use of Artificial
Intelligence in Population and Public Health research as well as the planning, operations, governance, and
decision making in healthcare.

Moreover following the showcase of the technology at the UNESCO and the BPRD conference, the
company received several business development leads which are being worked upon by the Sales and
Business Development team at Deepspatial.

In October, the company also announced debenture financing with the funds being used for working
capital and business development. The company closed the first tranche of a non-brokered private
placement of unsecured convertible debentures (each, a "Debenture") for total gross proceeds of $572,500
(the "Financing"). The Debentures will bear interest at 10% per annum, from the date of issuance (the
"Closing"), payable upon the earlier of the Maturity Date (as defined below) or the date of any conversion
thereof. The Debentures will mature on the date that is two years from the date of issuance (the "Maturity
Date™). Until the Maturity Date, the holders of the outstanding Debentures may convert the principal into
units of the Company (each, a "Unit") at a conversion price of $0.15 per Unit (the "Conversion Price"),
with each Unit consisting of one common share in the capital of the Company (each, a "Share") and one-
half of one share purchase warrant (each whole warrant, a "Warrant"), with each Warrant exercisable into
one Share (each, a "Warrant Share") at a price of $0.30 per Warrant Share for a period of two years from
the date of the Closing. In the event that the Shares close at a trading price of at least $0.30 for 10
consecutive trading days, the Company may cause the Debentures to be converted into Units at the
Conversion Price upon the Company delivering a notice (a "Forced Conversion Notice") to the Debenture
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holders not less than a minimum of 30 days and a maximum of 60 days prior to the conversion date
specified in such Forced Conversion Notice.

With the closing of the debenture financing and the technology showcase at major conferences, the
company began working towards entering new verticals while strengthening the existing verticals with a
strong focus on sales and business development initiatives. This has culminated into an advanced sales
pipeline with major government opportunities. The first of which was announced by the company in
January 2023. In January 2023, the company announced that it had won a 3-year contract valued at CAD
$1.5M. Using the Company's Geospatial Al platform and solutions, Government bodies will be able to
efficiently conduct and validate crop-cutting experiments, on-field surveys, and other key processes for
farmland activities across the state of Uttarakhand, India. The Agricultural project is an initiative of the
Directorate of Agriculture, Government of Uttarakhand and is one of the first states in India to roll out a
data collection project of this magnitude using new technologies. The Government initiative will help
ensure proper insurance coverage, support for facilities, and help create plans and protocols for the
farmers of the State. Overall, the project focuses on providing key data insights for better decision-
making and an advanced support system for farmers and government decision-makers.

The company is working towards launch of the technology in several other verticals and expects to
announce further contracts in 2023.

Reverse merger
During the year ended June 30, 2021 the Company completed the following acquisition:

Effective December 22, 2020, Aylen was part of a three-cornered amalgamation among Aylen, 2774951
Ontario Limited. (a wholly owned subsidiary) and Loc8 (the “Transaction”). The result of the transaction
was that Aylen acquired all the issued and outstanding securities of Loc8 on the basis of one share of Aylen
for each share of Loc8. At completion of the transaction, Aylen changed its name to DeepSpatial Inc. and
Loc8 was amalgamated into 2774951 Ontario Limited.

This transaction was considered a Reverse Merger and Recapitalization (commonly referred to as a Reverse
Take Over or “RTO”). The Company issued 4,660,509 shares to the shareholders of former Corporation
valued at $0.30 per share, with a total value of $1,398,153 and 700,000 common shares (finder shares)
valued at $210,000 for the acquisition.
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The fair value of the acquired assets and liabilities assumed is as follows:

Assets acquired by the Company:

Liabilities assumed by the Company:

Net assets (liabilities) assumed
Consideration:

4,660,509 common shares issued at a fair value of $0.30 per

share (1,398,153)
700,000 common shares being finders’ shares at a fair value of

$0.30 per share (210,000)
Listing expense (1,608,153)

Directors and Management

The Company’s current leadership team includes:
Sheldon Kales, Chairman of the Board of Directors
Rahul Kushwah, Director and Chief Executive Officer
Nandan Mishra, Director and Chief Technology Officer
Rakesh Malhotra, Chief Financial Officer and Secretary

Tomos Sipos, Director
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SELECTED FINANCIAL INFORMATION

The following table contains selected financial information of the Company for the three and six months
ended December 31, 2022 and 2021.

3 months ended

3 months ended

6 months ended

6 months ended

December 31, December31, December 31, December 31,
2022 2021 2022 2021
$ $ $ $

Revenue - - 7,756 -
Total operating expenses (386,568) (534,114) (738,385) (1,013,878)
Net loss (386,568) (534,14) (730,629) (1,013,878)
Income (Loss) per common share (0.004) (0.006) (0.008) (0.011)
— basic and diluted
Weighted average number of
common shares outstanding-

94,030,509 93,551,792 94,030,509 93,483,585

The chart below presents the summary financial information of the Company:

As at December 31, As at June 30, 2022

2022
$)

%)
Current assets 448,412 351,696
Non-current assets 1,131,108 1,284,322
Total assets 1,579,520 1,636,018
Current liabilities 241,663 170,713
Non-Current liabilities 532,370 30,000
Shareholders’ equity 805,487 1,435,305
Cash dividends per common share - -
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OVERALL PERFORMANCE AND RESULTS OF OPERATIONS
Revenue, Expenses and Net Loss

Total revenue for the three months ended December 31, 2022 was $nil (December 31, 2021 — $nil) and for
the six months ended December 31, 2022 was $7,756 (December 31, 2021- $nil).

Total operating expenses for the three months ended December 31, 2022 were $386,568 (December 31,
2021 — $534,114) and for the six months ended December 31, 2022 were $738,385 (December 31, 2021-
$1,013,878)

The following table summarizes financial information for the three months ended December 31, 2022, and the
preceding quarters:

Q22023 Q12023 Q12022 Q22022
$ $ $
Revenue - 7,756
Net loss (386,568) (344,061) (479,764) (534,114)
Loss per share, basic and fully diluted (0.004) (0.004) (0.005) (0.006)
Q32022 Q4 2022 Q12021 Q2 2021*
$ $
Revenue
Net loss (465,257) (489,266) (171,426) (1,893,727)
Loss per share, basic and fully diluted (0.005) (0.005) (0.002) (0.022)

* Includes loss of $1,608,153 on acquisition of the subsidiary (listing expense)
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For the For the For the For the
three three SiX SiX
months months months months
ended ended ended ended
December December December 31, December 31,
31,2022 31,2021 2022 2021
Revenue: $ -$ -$ 7,756 $ -
Expenses:
Amortization of intangible assets $ 76,607% 76,607 % 153,214 $ 153,214
Audit and accounting - - - 14,650
Consulting fees 67,770 47,287 132,477 109,337
Interest accretion 6,487 6,487
Interest expense 10,352 10,352
Investor relations 2,637 - 5,275 -
Legal fees 4,000 23,798 7,500 25,700
Management fees 94,790 72,790 152,190 117,190
Marketing expenses 33,000 40,325 63,500 98,050
Office and miscellaneous 11,129 10,714 33,542 18,912
Patent expenses - - 24,002 -
Research and development 37,867 32,806 68,147 32,806
Share based payments-restricted stock units 4,688 - 24,137 -
Stock based compensation - 205,864 - 411,728
Transfer agent and regulatory fees 10,562 20,614 23,710 25,982
Travel, entertainment, and related 23,679 309 27,852 309
Vehicles use expenses 3,000 3,000 6,000 6,000
$(386,568) $ (534,114) $ (738,385) $ (1,013,878)
Net loss for the period $(386,568) $ (534,114) $ (730,629) $ (1,013,878)

Significant variances for the three months ended December 31, 2022 and 2021

Transfer agent and regulatory costs for $10,562 for the three months ended December 31, 2022 (prior period
$20,614) are primarily the costs of compliance for the Company’s listing on the CSE and the OTC. Prior
period costs included the added costs for initiating listing process on the OTC.

Amortization of intangible assets for $76,607 for the three months ended December 31, 2022 (prior period
$76,607). This non-cash expense is the amortization relating to the acquisition of intangible asset on
September 9, 2019 being amortized straight line over the useful life of seven years.

Consulting fees costs for $67,770 for the three months ended December 31, 2022 (prior period $47,287).
The increase in consulting cost is due to employing in house consultants for both development of the
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business and to lead to hire a team of in- house professionals with specific skillsets to conduct R&D for the
Company.

Research and development costs for $37,867 for the three months ended December 31, 2022 (prior period
$32,806). This expense was for the development and creation of the work product related to geospatial
artificial intelligence for enterprises. Nandan Mishra, who is the CEO of Algo8, is now a member of the
company's board of directors. The Company has now set up its own technology team and all the R&D,
operations and business development are being carried out in house by its own team with no dependence
on Algos8.

Stock based compensation expense for $nil for the three months ended December 31, 2022 (prior period
$205,864) relates to the non-cash cost for vesting of options issued to the Company’s directors, officers and
consultants on June 4, 2021 to purchase up to 9,400,000 common shares. These options were issued at an
exercise price of $0.13 per share.

Share based payments-restricted share units expense for 4,688 for the three months ended December 31,
2022 (2021: $nil) relates to the vesting of grant of 956,000 RSUs during the prior year.

Marketing expenses for $33,000 for the three- month period ended December 31, 2022 (prior period
$40,325) consists of expenses incurred to market the public Company and its products. The increase in
costs in the prior period is due to the Company’s overall increased business after becoming a public
company with additional costs for market making, decks, content creation and website support and
maintenance.

Management fees for the three months ended December 31, 2022 consist of fees paid to senior
management or to Companies owned by senior management (1) $27,000 (prior period $19,500) paid to
the CEO for services, (2) $27,000 (prior period $19,500) paid to the Executive Chairman for services, (3)
$34,790 (prior period $27,790) paid to the CFO for services and (4) $6,000 (prior period $6,000) paid to
the CTO for services. The management fees paid to these executives are routine and regular compensation
for services provided on an ongoing basis to the Company.

Interest expense for $10,352 for the three- month period ended December 31, 2022 (prior period $nil)
consists of interest accrued at 10% pa on the first tranche of convertible debentures which closed on October
27, 2022 calculated to December 31, 2022.

Interest accretion expense for $6,487 (prior period $nil). Of the convertible debentures consideration of
$572,500 which closed on October 27, 2022, $76,617 was allocated to the equity component of the
debentures and the remaining amount allocated to the liability component, to be accreted over the term of
the debentures. Accretion expense to December 31, 2022 amounted to $6,487.
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Significant variances for the six months ended December 31, 2022 and 2021

Transfer agent and regulatory costs for $23,710 for the six months ended December 31, 2022 (prior period
$25,982) are primarily the costs of compliance for the Company’s listing on the CSE and the OTC.

Amortization of intangible assets for $153,214 for the six months ended December 31, 2022 (prior period
$153,214). This non-cash expense is the amortization relating to the acquisition of intangible asset on
September 9, 2019 being amortized straight line over the useful life of seven years.

Consulting fees costs for $132,477 for the six months ended December 31, 2022 (prior period $109,337).
The increase in consulting cost is due to employing in house consultants for both development of the
business and to lead to hire a team of in- house professionals with specific skillsets to conduct R&D for the
Company.

Research and development costs for $68,147 for the six months ended December 31, 2022 (prior period
$32,806). This expense was for the development and creation of the work product related to geospatial
artificial intelligence for enterprises. Nandan Mishra, who is the CEO of Algo8, is now a member of the
company's board of directors. The Company has now set up its own technology team and all the R&D,
operations and business development are being carried out in house by its own team with no dependence
on Algos.

Stock based compensation expense for $nil for the six months ended December 31, 2022 (prior period
$411,728) relates to the non-cash cost for vesting of options issued to the Company’s directors, officers and
consultants on June 4, 2021 to purchase up to 9,400,000 common shares. These options were issued at an
exercise price of $0.13 per share.

Share based payments-restricted share units expense for 24,137 for the six months ended December 31,
2022 (2021: $nil) relates to the vesting of grant of 956,000 RSUs during the prior year.

Marketing expenses for $63,500 for the six- month period ended December 31, 2022 (prior period $98,050)
consists of expenses incurred to market the public Company and its products. The increase in costs in the
prior period is due to the Company’s overall increased business after becoming a public company with
additional costs for market making, decks, content creation and website support and maintenance.

Management fees for the six months ended December 31, 2022 consist of fees paid to senior management
or to Companies owned by senior management (1) $51,500 (prior period $39,000) paid to the CEO for
services, (2) $51,500 (prior period $36,000) paid to the Executive Chairman for services, (3) $37,190
(prior period $30,190) paid to the CFO for services and (4) $12,000 (prior period $12,000) paid to the
CTO for services. The management fees paid to these executives are routine and regular compensation for
services provided on an ongoing basis to the Company.

Interest expense for $10,352 for the six- month period ended December 31, 2022 (prior period $nil) consists
of interest accrued at 10% pa on the first tranche of convertible debentures which closed on October 27,
2022 calculated to December 31, 2022.
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Interest accretion expense for $6,487 (prior period $nil). Of the convertible debentures consideration of
$572,500 which closed on October 27, 2022, $76,617 was allocated to the equity component of the
debentures and the remaining amount allocated to the liability component, to be accreted over the term of
the debentures. Accretion expense to December 31, 2022 amounted to $6,487.

No cash dividends have been paid by the Company. The Company has no present intention of paying cash
dividends on its common shares as it anticipates that all available funds will be invested to finance existing
activities.

During the year ended June 30, 2021, the Company had financed two tranches for total proceeds of
$1,265,700. The table below reflects the allocation of funds from the financing to be used for its planned
usage, excluding the funds allocated to working capital use.

Revised
Original Allocation of
Allocation of Net Net

Use of Proceeds Proceeds Proceeds* Amount Spent | Remainder to be spent
Research and development $200,000 $140,000 $146,190 $nil
Marketing fees $30,000 $30,000 $30,000 $nil

Patent and trademark

expenses $16,000 $16,000 $27,752 $nil

*Since the Company made the strategic decision to build an internal research and development team, it
spent less on research and development relative to its original estimates. Furthermore, in the prior estimates,
the company allocated $16,000 towards “patent and trademark expense” and the estimated cost to filing a
patent being approximately $100,000. This is to clarify that the $16,000 referred to the legal and filing costs
and $100,000 referred to the R&D associated costs towards developing the intellectual property.

As at September 30, 2022, there was no further requirement to spend towards the remainder of the use of
proceeds related to this financing.

CRITICAL ACCOUNTING ESTIMATES

Preparing financial statements in conformity with IFRS requires the Company to select from possible
alternative accounting principles. Estimates also affect classification and reported amounts for various
assets, liabilities, equity balances, revenues and expenses. Prior estimates are revised as new information is
obtained and are subject to change in future periods. Management believes the accounting policies and
estimates used in preparing the financial statements are considered appropriate in the circumstances but are
subject to numerous judgments and uncertainties inherent in the financial reporting process.

The preparation of these financial statements requires management to make judgements regarding the going
concern of the Company, as well as the determination of functional currency. The functional currency is
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the currency of the primary economic environment in which an entity operates and has been determined for
the Company. The functional currency for the Company has been determined to be the Canadian dollar.

Significant estimates made by management affecting the financial statements include:
Deferred tax assets & liabilities

The estimation of income taxes includes evaluating the recoverability of deferred tax assets and liabilities
based on an assessment of the Company’s ability to utilize the underlying future tax deductions against
future taxable income prior to expiry of those deductions. Management assesses whether it is probable that
some or all of the deferred income tax assets and liabilities will not be realized. The ultimate realization of
deferred tax assets and liabilities is dependent upon the generation of future taxable income. To the extent
that management’s assessment of the Company’s ability to utilize future tax deductions changes, the
Company would be required to recognize more or fewer deferred tax assets or liabilities, and deferred
income tax provisions or recoveries could be affected.

Useful life of intangible assets

The intangible asset is depreciated over its estimated useful life. Estimated useful lives are determined
based on current facts and past experience and takes into consideration the anticipated life of the asset, the
potential for technological obsolescence, and regulations.

Share-based Payments

Estimating fair value for granted stock options and warrants requires determining the most appropriate
valuation model which is dependent on the terms and conditions of the grant. This estimate also requires
determining the most appropriate inputs to the valuation model including the expected life of the option or
warrant, volatility, dividend yield, and rate of forfeitures and making assumptions about them.

LIQUIDITY AND CAPITAL RESOURCES

At December 31, 2022, the Company had cash of $222,982 (June 30, 2022: $170,570) and working capital
of $206,749 (June 30, 2022: working capital of $180,983). During the six months ended December 31,
2022, the Company received $647,500 (December 31, 2021: $nil) from financing activities and used
$595,145 (December 31, 2021: $440,106) in operating activities.

During the six months ended December 31, 2022, the Company had cash outflows from operating activities
of $595,145 (prior period outflows for $440,106), which was a result of the net loss of $730,629 (prior
period $1,013,878), reduced by the non- cash items included in net loss of $183,838 (prior period $153,214)
and increased by changes in non-cash working capital of $48,354 (prior period increased by $28,920). The
overall increase in cash outflows from operating activities by $155,039 is attributable to the increased spend
the Company incurred in research and development, patent, travel and management fees during the current
period as compared to the prior period.
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The non- cash items included in net loss for the six months ended December 31, 2022, includes amortization
of intangible assets for $153,214 (prior period $153,214), shares issued for services for $nil (prior period
$37,750), share based payments-restricted share units for $24,137 (prior period $nil), stock- based
compensation for $nil (prior period $411,728) and interest accretion for $6,487 (prior period $nil).

The non-cash working capital adjustments for the six months ended December 31, 2022, includes outflow
as a result of increase in sales tax receivable for $37,559 (prior period increase of $38,180), increase in
prepaid expenses for $6,745 (prior period increase of $4,107), decrease in contract liabilities for $5,147
(prior period $nil) and inflow as a result of increase in accounts payable and accrued liabilities for $1,097
(prior period increase for $13,367).

The Company had no inflow or outflow from investing activities during the six- month period ended
December 31, 2022 (prior period $nil).

The Company had inflow from financing activities for $647,500 during the six- month period ended
December 31, 2022 (prior period $nil). During the current period the Company received $572,500 for issue
of convertible debentures and an additional $75,000 as subscriptions for convertible debentures.

The Company currently has limited source of revenues; as such, administrative and other expenses may
exceed available cash resources and additional funding may be required to further its projects and to meet
ongoing requirements for general operations. The ability of the Company to continue as a going concern is
dependent on raising additional financing, development of its projects and generation of profitable
operations in the future.

The Company has financed its operations from inception to date through the issuance of equity shares. The
Company intends to finance its future requirements through a combination of equity and/or debt issuance
and exercise of stock options. There is no assurance that future equity capital will be available to the
Company or at the times desired by the Company or on terms that are acceptable to it, if at all. See “Caution
Regarding Forward Looking Statements”, and “Risks and Uncertainties”

The Company closed the first tranche of its issuance of convertible debentures for a total consideration of
$572,500. The Company has no material commitments.

The Company's objectives when managing its capital structure are to preserve the Company's access to
capital markets and its ability to meet its financial obligations.

Based on available funds, the Company manages its capital structure and makes adjustments to it to
maintain flexibility while achieving the objectives stated above as well as support future business
opportunities.

To manage the capital structure, the Company may adjust its project plans, operating expenditure plans, or
issue new common shares. The Company monitors its capital structure using annual forecasted cash flows,
expenditure budgets and targets for the year as well as corporate capitalization schedules. This is achieved
by the Board of Directors’ review and acceptance of expenditure budgets that are achievable within existing
resources and the timely matching and release of the next stage of expenditures with the resources made
available from private placements or other funding.
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The Board of Directors does not establish quantitative return on capital criteria for management, but rather
relies on the expertise of the Company’s management to sustain future development of the business. The
Company is not subject to externally imposed capital requirements or covenants.

Going Concern Uncertainty

For six months ended December 31, 2022, the Company incurred a net loss of $730,629 (December 31,
2021 - $1,013,878) and had negative operating cash flows of $595,145 (December 31, 2021 - $440,106).
The Company has generated limited revenue from customer sales. The Company has an accumulated
deficit of $5,947,591 since inception (June 30, 2022 - $5,216,962). The Company’s ability to continue its
operations and to realize assets at their carrying values is dependent upon its ability to generate cash flows
from operations and to obtain and successfully close additional funding from equity financing, debt
financing or through other arrangements. While the Company has been successful in arranging financing
in the past, there can be no assurance the debt financing or any equity offering will be successful. These
conditions indicate the existence of a material uncertainty that may cast significant doubt regarding the
Company’s ability to continue as a going concern.

While the Company has been successful in obtaining financing to date, there can be no assurance that it
will be able to do so in the future on terms favorable for the Company. The Company may need to raise
additional capital to fund operations. This need may be adversely impacted by uncertain market
conditions, approval by regulatory bodies, and adverse results from operations.

OUTSTANDING SHARE DATA

At December 31, 2022, the Company had 94,030,509 common shares outstanding. As of date of the
MD&A, the Company has 94,365,341 common shares outstanding.

Information with respect to outstanding common shares as at December 31, 2022 and the date of the MD&A
are as follows:

Date of MD&A December 31, 2022

Common shares 94,365,341 94,030,509
Stock options 9,400,000 9,400,000
RSU 245,168 580,000
Warrants - -

Fully diluted shares

tstandi
outstanding 104,010,509 104,010,509
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Share issuances

During the six-month period ended December 31, 2022

The Company did not issue any shares during the six- month period ended December 31, 2022.

During the year ended June 30, 2022

o On September 21, 2021, the Company issued 100,000 common shares with fair valued at
$17,500 to a consultant for services.

e On December 3, 2021, the Company issued 150,000 common shares with fair valued at
$20,250 to consultants for services.

e 376,000 common shares were issued upon the settlement of Restricted Share Units
(“RSU”) at no additional consideration and with a fair value of $31,960.

Subsequent Events

In February 2023, the Company issued an additional 334,832 vested RSU common shares under the equity
incentive plan.

FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognized on the statements of financial position when the
Company becomes a party to the contractual provisions of the financial instrument.

The following is the Company’s accounting policy for financial instruments under IFRS 9:
Classification

The Company classifies its financial instruments in the following categories: at fair value through profit
and loss (“FVTPL”), at fair value through other comprehensive income (loss) (“FVTOCI”) or at amortized
cost. The Company determines the classification of financial assets at initial recognition. The classification
of debt instruments is driven by the Company’s business model for managing the financial assets and their
contractual cash flow characteristics. Equity instruments that are held for trading are classified as FVTPL.
For other equity instruments, on the day of acquisition the Company can make an irrevocable election (on
an instrument-by-instrument basis) to designate them as at FVTOCI. Financial liabilities are measured at
amortized cost, unless they are required to be measured at FVTPL (such as instruments held for trading or
derivatives) or if the Company has opted to measure them at FVTPL.
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Measurement

Financial assets and liabilities at amortized cost
Financial assets and liabilities at amortized cost are initially recognized at fair value plus or minus
transaction costs, respectively, and subsequently carried at amortized cost less any impairment.

Financial assets and liabilities at FVTPL

Financial assets and liabilities carried at FVTPL are initially recorded at fair value and transaction costs are
expensed in the statements of loss and comprehensive loss. Realized and unrealized gains and losses arising
from changes in the fair value of the financial assets and liabilities held at FVTPL are included in the
statements of loss and comprehensive loss in the period in which they arise.

Debt investments at FVOCI

These assets are subsequently measured at fair value. Interest income calculated using the effective interest
method, foreign exchange gains and losses and impairment are recognized in profit or loss. Other net gains
and losses are recognized in OCI. On derecognition, gains and losses accumulated in OCI are reclassified
to profit or loss.

Equity investments at FVOCI

These assets are subsequently measured at fair value. Dividends are recognized as income in profit or loss
unless the dividend clearly represents a recovery of part of the cost of the investment. Other net gains and
losses are recognized in OCI and are never reclassified to profit or loss.

Impairment of financial assets at amortized cost

The Company recognizes a loss allowance for expected credit losses on financial assets that are measured
at amortized cost. At each reporting date, the Company measures the loss allowance for the financial asset
at an amount equal to the lifetime expected credit losses if the credit risk on the financial asset has increased
significantly since initial recognition. If at the reporting date, the financial asset has not increased
significantly since initial recognition, the Company measures the loss allowance for the financial asset at
an amount equal to the twelve month expected credit losses. The Company shall recognize in the statements
of loss and comprehensive loss, as an impairment gain or loss, the amount of expected credit losses (or
reversal) that is required to adjust the loss allowance at the reporting date to the amount that is required to
be recognized.

Derecognition

Financial assets

The Company derecognizes financial assets only when the contractual rights to cash flows from the
financial assets expire, or when it transfers the financial assets and substantially all of the associated risks
and rewards of ownership to another entity.
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Financial liabilities

The Company derecognizes a financial liability when its contractual obligations are discharged or cancelled
or expired. The Company also derecognizes a financial liability when the terms of the liability are modified
such that the terms and / or cash flows of the modified instrument are substantially different, in which case
a new financial liability based on the modified terms is recognized at fair value.

Gains and losses on derecognition are generally recognized in profit or loss.

The Company’s financial assets and liabilities are recorded and measured as follows:

Asset or Liability Measurement
Cash Amortized cost
Accounts payable Amortized cost
Government assistance loans Amortized cost

The Company determines the fair value of financial instruments according to the following hierarchy based
on the amount of observable inputs used to value the instrument.

Level 1 — Quoted prices are available in active markets for identical assets or liabilities as of the reporting
date. Active markets are those in which transactions occur in sufficient frequency and volume to provide
pricing information on an ongoing basis.

Level 2 — Pricing inputs are other than quoted prices in active markets included in Level 1. Prices in Level
2 are either directly or indirectly observable as of the reporting date. Level 2 valuations are based on inputs,
including quoted forward prices for commodities, time value and volatility factors, which can be
substantially observed or corroborated in the marketplace.

Level 3 — Valuations in this level are those with inputs for the asset or liability that are not based on
observable market data.

Cash has been measured at fair value using Level 1 inputs.

Impairment of financial assets

Financial assets are assessed at each reporting date to determine whether there is objective evidence that
they are impaired. A financial asset is impaired if objective evidence indicates that a loss event has occurred
after the initial recognition of the asset and that the loss event had a negative effect on the estimated future
cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the difference
between its carrying amount and the present value of the estimated future cash flows discounted at the
asset’s original effective interest rate. Losses are recognized in profit or loss and reflected in a separate line
item. When a subsequent event causes the amount of impairment loss to decrease, the decrease in
impairment loss is reversed through profit or loss.
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Financial risk management and objectives

The Company’s activities expose it to a variety of financial risks: credit risk, liquidity risk, and market
risk (including interest rate risk, foreign currency risk, and commodity price risk).

The Company thoroughly examines the various financial risks to which it is exposed and assesses the
impact and likelihood of those risks. Where material, these risks are reviewed and monitored by the
Board of Directors.

Credit risk

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to
meet its contractual obligations. The Company is not exposed to significant credit risk.

Liquidity risk

Liquidity risk is the risk that the Company will not have sufficient cash resources to meet its financial
obligations as they come due. The Company’s liquidity and operating results may be adversely affected if
its access to the capital market is hindered, whether as a result of a downturn in stock market conditions
generally or matters specific to the Company. The Company generates cash flows primarily from its
financing activities.

The Company manages its liquidity needs by carefully monitoring scheduled costs. Liquidity is measured
in various time bands, on day to day and week-to-week basis, as well as on long term liquidity needs over
180 day to 360 day look out periods. Funding for long term liquidity needs is based on the ability of the
Company to successfully complete private placements. As at December 31, 2022, the Company had cash
of $222,982 to settle current liabilities of $241,663.

Market Risk

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

(a) 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 is not exposed to significant interest rate risk.

(b) Price risk

The Company is not exposed to significant price risk as it does not possess investments in publicly traded
securities.
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(c) Currency risk

Currency risk is the risk that the fair value of future cash flows of a financial instrument denominated in a
foreign currency will fluctuate because of changes in foreign exchange rates. The Company is not exposed
to significant currency risk as it is not actively dealing in foreign currency.

TRANSACTIONS WITH RELATED PARTIES

Related parties include key management personnel, the Board of Directors, close family members and
enterprises that are controlled by these individuals as well as certain persons performing similar functions.
Key management of the Company are members of the Board of Directors, the Chief Executive Officer
(“CEQ”), the Chief Financial Officer (“CFO”) and the Chief Technology Officer (“CTO”). Transactions
with key management personnel not disclosed elsewhere in the financial statements include the following:

Six months
ended Six months
December 31, ended
2022 December 31, 2021
Management fees to the Executive Chairman $ 51,500 $ 36,000
Management fees to the CEO 51,500 39,000
Management fees to the CTO 12,000 12,000
Management fees to the CFO 37,190 30,190
Total Management fees 3 152,190 $ 117,190
Marketing fees to a company controlled by a child 33,500 23,000
of the Executive Chairman
Consulting fees to a company controlled by a 25,000 15,000
child of the Executive Chairman
Rent to the CEO included in office and
miscellaneous expenses - 3,000
Vehicle expense to the Executive Chairman and 6,000 6,000

CEO

$ 216,690 $ 164,190
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Three months

ended Three months
December 31, ended
2022 December 31, 2021
Management fees to the Executive Chairman $ 27,000 $ 19,500
Management fees to the CEO 27,000 19,500
Management fees to the CTO 6,000 6,000
Management fees to the CFO 34,790 27,790
Total Management fees $ 94,790 $ 72,790
Marketing fees to a company controlled by a child 18,000 10,500
of the Executive Chairman
Consulting fees to a company controlled by a 15,000 7,500
child of the Executive Chairman
Vehicle expense to the Executive Chairman and 3,000 3,000
CEO
$ 130,790 $ 93,790

The Company’s Executive Chairman, CEO, CFO and CTO are Sheldon Kales, Rahul Kushwah, Rakesh
Malhotra and Nandan Mishra respectively.

At December 31, 2022, there was $2,888 (December 31, 2021: $nil) due to related parties and included in
accounts payable

Notes:

a) The management fees paid to the Executive Chairman, CEO, CFO and CTO as detailed above are
routine and regular compensation for services provided on an ongoing basis to the Company.

b) Marketing fees paid to a Company owned by a child of the Executive Chairman relates to services for
marketing, website development/support/maintenance as well as content creation services.

c) Consulting fees paid to a Company owned by a child of the Executive Chairman relates to services for
providing operational and project management services which includes working with the tech and
business development teams to ensure timely preparation of presentations for clients, assisting with on
boarding of new consultants and tracking projects progress.
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CONVERTIBLE DEBENTURES

The Company closed the first tranche of its issuance of unsecured convertible debentures on October 27,
2022, for a total consideration of $572,500. These Convertible Debentures mature on the date which is two
(2) years from the Closing Date (the "Maturity Date"). The Company shall have a right to prepay or redeem
a part or the entire principal amount of the Convertible Debentures at par plus accrued and unpaid interest
at any time by providing a minimum of 30 days and a maximum 60 days' notice prior to the date fixed for
redemption (the "Redemption Date"). The Convertible Debentures bear interest at a rate of 10% per annum
from the date of issue and payable on the earlier of the following: (i) conversion of the Convertible
Debentures, (ii) the Redemption Date, and (iii) the Maturity Date.

Each Convertible Debenture will be convertible into Units at the option of the holder at any time prior to
the close of the third business day prior to the earlier of: (i) the Maturity Date, and (ii) the Redemption
Date, at a conversion price of per Unit equal to $0.15. Unsecured debentures convertible are convertible
into units (“Units”) each consisting of one common share (the "Common Shares") of the Company and
one-half warrant (the “Warrants™) to purchase Common Shares of the Company (the "Convertible
Debentures™). Each warrant is exercisable into one Common Share at a price of $0.30 per warrant for a
period of two years from the date of the Closing.

In the event that the Common Shares close at a trading price of at least $0.30 for 10 consecutive trading
days, the Company may cause the Convertible Debentures to be converted into Units at the Conversion
Price upon the Company delivering a notice (a "Forced Conversion Notice") to the Debenture holders not
less than a minimum of 30 days and a maximum of 60 days prior to the conversion date specified in such
Forced Conversion Notice.

Of this consideration amount of $572,500, $76,617 was allocated to the equity component of the Debentures
and the remaining amount allocated to the liability component, to be accreted over the term of the
Debentures.

As at December 31, 2022, the Company’s Debentures were comprised of the following:

Equity Liability

component of component of

convertible convertible
debenture debenture Total
Balance, October 27, 2022 $ 76,617 $ 495883 $ 572,500
Accretion - 6,487 6,487

Balance, December 31, 2022 $ 76,617 $ 502,370 $ 578,987
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The Company accrued interest on convertible debentures for $10,352 as at December 31, 2022 (December
31, 2021: $nil). As at December 31, 2022, the Company had received an additional $75,000 being
subscription for convertible debentures on similar terms, which were pending closing the next tranche.

OFF-BALANCE SHEET ARRANGEMENTS

The Company has not entered into any material off-balance sheet arrangements such as guarantee contracts,
contingent interests in assets transferred to unconsolidated entities, derivative instrument obligations, or
with respect to any obligations under a variable interest entity arrangement.

BOARD PURPOSE AND FUNCTION

The directors and management of the company have experience operating in Canada and taking projects
through to various stages of development.

The Board’s purpose is to ensure corporate governance, risk, strategy and shareholder interests are priorities
at all times. At the end of the quarter, the board consisted of four members.

CONTROL AND PROCEDURES

The Chief Executive Officer and Chief Financial Officer are responsible for designing internal controls
over financial reporting in order to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of the Company’s financial statements for external purposes in accordance
with IFRS. The design of the Company’s internal control over financial reporting was assessed as of the
date of this Management Discussion and Analysis.

Based on this assessment, it was determined that certain weaknesses existed in internal controls over
financial reporting. As indicative of many small companies, the lack of segregation of duties and effective
risk assessment were identified as areas where weaknesses existed. The existence of these weaknesses is
to be compensated for by senior management monitoring, which exists. The officers will continue to
monitor very closely all financial activities of the Company and increase the level of supervision in key
areas. It is important to note that this issue would also require the Company to hire additional staff in order
to provide greater segregation of duties. Since the increased costs of such hiring could burden the
Company’s financial resources, management has chosen to disclose the potential risk in its filings and
proceed with increased staffing only when the budgets and workload will enable the action. The Company
has attempted to mitigate these weaknesses, through a combination of extensive and detailed review by the
CFO of the financial accounting and reporting.

(@) The Company being a venture issuer, is not required to certify the design and evaluation of the
Company’s Disclosure Control and Procedures (“DC&P”) and Internal Control Over Financial Reporting
(“ICFR”) and has not completed such an evaluation; and

(b) inherent limitations on the ability of the certifying officers to design and implement on a cost-effective
basis DC&P and ICFR for the issuer may result in additional risks to the quality, reliability, transparency
and timeliness of interim and annual filings and other reports provided under securities legislation.
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RISKS AND UNCERTAINTIES

The Company is subject to a number of risks and uncertainties due to the nature of its business and the
present stage of development of its business. Current and potential investors should give special
consideration to the risk factors involved.

Management

Dependence on Key Personnel, Contractors and Service Providers, shareholders of our Company rely on
the good faith, experience and judgment of the Company’s management and advisors in supervising and
providing for the effective management of the business and the operations of the Company and in selecting
and developing new investment and expansion opportunities. The Company may need to recruit additional
qualified contractors and service providers to supplement existing management. The Company will be
dependent on a relatively small number of key persons, the loss of any one of whom could have an adverse
effect on the Company.

Value of Our Common Shares

The value of the Company’s common shares could be subject to significant fluctuations in response to
variations in and annual operating results, the success of the Company's business strategy, competition or
other applicable regulations which may affect the business of the Company and other factors.

Impact of Covid-19

Since December 31, 2019, the outbreak of the novel strain of coronavirus, specially 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
social distancing, have caused material disruption to businesses globally resulting in an economic
slowdown. Global equity markets have experienced significant volatility and weakness. Governments and
central banks have reacted with significant monetary and fiscal interventions designed to stabilize economic
conditions. The duration and impact of the COVID-19 outbreak is unknown at this time, as is the efficacy
of the government and central bank interventions. 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 Corporation and
its operating subsidiaries in future periods.

Additional Funding and Financing Risk

Additional funds will be required for future development. The source of future funds available to the
Company is through the sale of additional equity capital or borrowing of funds. There is no assurance that
such funding will be available to the Company. Furthermore, even if such financing is successfully
completed, there can be no assurance that it will be obtained on terms favorable to the Company or will
provide the Company with sufficient funds to meet its objectives, which may adversely affect the
Company's business and financial position. In addition, any future equity financings by the Company may
result in substantial dilution for existing shareholders.
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Uninsured Hazards

The Company currently carries no insurance coverage. The potential costs that could be associated with
any liabilities not covered by insurance or compliance with applicable laws and regulations may cause
substantial delays and require significant capital outlays, adversely affecting the Company’s financial
position.

Conflicts of Interest

Certain Directors and Officers of the Company also serve as Directors and officers of other companies
involved in development and production. Consequently, there exists the possibility that such Directors or
Officers may be in a position of conflict of interest. Any decision made by such Directors or Officers
involving the Company are made in accordance with their duties and obligations to deal fairly and in good
faith with the Company and such other companies. In addition, such Directors will declare and refrain from
voting on, any matter in which such Directors may have a material conflict of interest.

Permits, Licenses and Approvals

The operations of the Company may require licenses and permits from various governmental authorities.
The Company believes it holds or is in the process of obtaining all necessary licenses and permits to carry
on the activities which it is currently conducting under applicable laws and regulations. Such licenses and
permits are subject to changes in regulations and in various operating circumstances. There can be no
guarantee that the Company will be able to obtain all necessary licenses and permits that may be required
to maintain its activities.

General Venture Company Risks

The common shares must be considered highly speculative due to the nature of the Company’s business,
the early stage of its deployment, its current financial position and ongoing requirements for capital. An
investment in the common shares should only be considered by those persons who can afford a total loss
of investment and is not suited to those investors who may need to dispose of their investment in a timely
fashion. Investors should consult with their own professional advisors to assess the legal, financial and
other aspects of an investment in common shares.

Uncertainty of Revenue Growth

There can be no assurance that the Company can generate substantial revenue growth, or that any revenue
growth that is achieved can be sustained. Revenue growth that the Company has achieved or may achieve
may not be indicative of future operating results. In addition, the Company may increase further its
operating expenses in order to fund increase its sales and marketing efforts and increase its administrative
resources in anticipation of future growth. To the extent that increases in such expenses precede or are not
subsequently followed by increased revenues, the Company’s business, operating results and financial
condition will be materially adversely affected.
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Marketing and Distribution Capabilities

In order to commercialize its technology, the Company must either acquire or develop an internal marketing
and sales force with technical expertise and with supporting distribution capabilities or arrange for third
parties to perform these services. In order to market certain of its products, the Company must either acquire
or develop a sales and distribution infrastructure. In order to maximize sales of other products, the Company
may determine that it needs to either acquire or develop a sales and distribution infrastructure. The
acquisition or development of a sales and distribution infrastructure would require substantial resources,
which may divert the attention of its management and key personnel and defer its product development and
deployment efforts. To the extent that the Company enters into marketing and sales arrangements with other
companies, its revenues will depend on the efforts of others. These efforts may not be successful. If the
Company fails to develop substantial sales, marketing and distribution channels, or to enter into
arrangements with third parties for those purposes, it will experience delays in product sales and incur
increased costs.

Rapid Technological Development

The markets for the Company’s products and services are characterized by rapidly changing technology
and evolving industry standards, which could result in product obsolescence or short product life cycles.
Accordingly, the Company’s success is dependent upon its ability to anticipate technological changes in
the industries it serves and to successfully identify, obtain, develop and market new products that satisfy
evolving industry requirements. There can be no assurance that the Company will successfully develop new
products or enhance and improve its existing products or that any new products and enhanced and improved
existing products will achieve market acceptance. Further, there can be no assurance that competitors will
not market products that have perceived advantages over the Company’s products or which render the
products currently sold by the Company obsolete or less marketable.

The Company must commit significant resources to developing new products before knowing whether its
investments will result in products the market will accept. To remain competitive, the Company may be
required to invest significantly greater resources then currently anticipated in research and development
and product enhancement efforts and result in increased operating expenses.

Competition

The Company’s industry is competitive and composed of many foreign companies. The Company expects
to experience competition from competitors whom it expects to continue to improve their products and
technologies. Competitors may announce and introduce new products, services or enhancements that better
meet the needs of end-users or changing industry standards, or achieve greater market acceptance due to
pricing, sales channels or other factors. Competitors may be able to respond more quickly than the Company
to changes in end-user requirements and devote greater resources to the enhancement, promotion and sale
of their products.
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Intellectual Property

The Company’s ability to compete effectively will depend, in part, on its ability to maintain the proprietary
nature of its technology. Although the Company considers certain of its technology to be proprietary,
patents or copyrights do not protect all design and technology. The Company has adopted procedures to
protect its intellectual property and maintain secrecy of its confidential business information and trade
secrets. However, there can be no assurance that such procedures will afford complete protection of such
intellectual property, confidential business information and trade secrets. There can be no assurance that
the Company’s competitors will not independently develop technologies that are substantially equivalent
or superior to the Company’s technology.

To protect the Company’s intellectual property, it may become involved in litigation, which could result in
substantial expenses, divert the attention of its management, cause significant delays and materially disrupt
the conduct of its business.

STRATEGY AND OUTLOOK

Our objective is to maximize the value of the Company for our shareholders and our strategy to obtain this
result is to continually seek opportunities to participate in new ventures in any sector.



