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  INDEPENDENT AUDITOR’S REPORT 

 

To the Shareholders of American Aires Inc. 

 

Opinion 

 

We have audited the accompanying consolidated financial statements of American Aires Inc. (the "Company"), which 

comprise the statements of financial position as at December 31, 2023 and December 31, 2022, and the statements of 

comprehensive income, changes in shareholders' equity and cash flows for the years then ended, and a summary of significant 

accounting policies and other explanatory information. 

 

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

of American Aires Inc. as at December 31, 2023 and December 31, 2022 and its financial performance and its cash flows 

for the years then ended in accordance with International Financial Reporting Standards (IFRS). 

 

Basis for Opinion  

 

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

standards are further described in the Auditor’s Responsibilities for the Audits of the Financial Statements section of our 

report. We are independent of the Company in accordance with the ethical requirements that are relevant to our audits of the 

consolidated financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these 

requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 

opinion. 

 

Emphasis of Matter  

 

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

during the year ended December 31, 2023, and, as of that date, the Company had an accumulated deficit. As stated in Note 

1, these events or conditions, along with other matters as set forth in Note 1, indicate that a material uncertainty exists that 

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

of this matter. 

 

Key Audit Matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in the audit of the 

consolidated financial statements of the current period. These matters were addressed in the context of the audit of the 

consolidated financial statements as a whole, and in forming the auditor’s opinion thereon, and we do not provide a separate 

opinion on these matters.  

For the matter below, our description of how our audit addressed the matter is provided in that context. We have fulfilled the 

responsibilities described in the Auditor’s responsibilities for the audit of the consolidated financial statements section of our 

report, including in relation to this matter. Accordingly, our audit included the performance of procedures designed to respond 

to our assessment of the risks of material misstatement of the consolidated financial statements. The results of our audit 

procedures, including the procedures performed to address the matter below, provide the basis for our audit opinion on the 

accompanying consolidated financial statements. 

Sales and License Agreement  

Key Audit Matter 

As described in Note 18 to the consolidated financial statements, the Company entered into a partnership agreement with 

HUCK Project LLC (HUCK) to transfer, with effect from August 29, 2023, the entire revenue and related operating costs to 

HUCK in return for a royalty and reimbursement of the repayment the Company makes towards its working capital loan. 

HUCK is a related party as it is owned by the Company’s CEO. 

How We Addressed The Key Audit Matter 

For this transaction we did the following audit procedures, among others: 

• Tested royalty and payments due from HUCK; 

• Tested transactions in the account with HUCK



  
 

• Assessed the adequacy of disclosures related to this transaction; 

• Assessed reasonableness of the Company’s basis for accounting for the transaction. 

 

 

Information Other than the Financial Statements and Auditor’s Report Thereon 

 

Management is responsible for the other information. The other information comprises the Management Discussion and 

Analysis and any other statutory or other reports which may include financial information. 

 

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

of assurance conclusion thereon. 

 

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

in doing so, consider whether the other information is materially inconsistent with the consolidated financial statements or 

our knowledge obtained in the audits or otherwise appears to be materially misstated. If, based on the work we have 

performed, we conclude that there is a material misstatement of this other information, we are required to report that fact. 

We have nothing to report in this regard. 

 

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

 

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

with International Financial Reporting Standards and for such internal control as management determines is necessary to 

enable the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or 

error. 

 

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

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

accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic alternative 

but to do so. 

 

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

 

Auditor’s Responsibilities for the Audits of the Financial Statements 

 

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

from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian 

generally accepted auditing standards will always detect a material misstatement when it exists. Misstatements can arise from 

fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence 

the economic decisions of users taken on the basis of these consolidated financial statements.  

 

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

and maintain professional skepticism throughout the audits. We also: 

 

• Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or error, 

design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate 

to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for 

one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 

of internal control. 

 

• Obtain an understanding of internal control relevant to the audits in order to design audit procedures that are appropriate in 

the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control. 

 

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

disclosures made by management. 

 

• Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit 

evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on 



  
 

the Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to 

draw attention in our auditor’s report to the related disclosures in the consolidated financial statements or, if such disclosures 

are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our 

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

 

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

and whether the consolidated financial statements represent the underlying transactions and events in a manner that achieves 

fair presentation. 

 

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

audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.  

 

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

regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought 

to bear on our independence, and where applicable, actions taken to eliminate threats or safeguards applied.  

 

From the matters communicated with those charged with governance, we determine those matters that were of most 

significance in the audit of the consolidated financial statements of the current period and are therefore the key audit matters. 

We describe these matters in our auditor's report unless law or regulation precludes public disclosure about the matter or 

when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because the 

adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such 

communication.  

 

The engagement partner on the audits resulting in this independent auditor’s report is Umair Tasadduq.   

  

Woodbridge, Canada LICENSED PUBLIC ACCOUNTANTS 

April 11, 2024 
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Nature of Operations and Going Concern (Note 1) 
Subsequent Events (Note 24) 
 
Approved on behalf of the Board of Directors: 
 
"Dimitry Serov"                                                                      "Drew Green" 
Director                                                                                   Director    
 

 
The accompanying notes are an integral part of these consolidated financial statements 
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1. Nature of Operations and Going Concern 

American Aires Inc. (the “Company”) was incorporated on May 15, 2012 and organized under the laws of Ontario, Canada. 

The registered office of the Company is located at 400 Applewood Crescent, Unit 100, Vaughan, Ontario, L4K 0C3. The 

Company is engaged in the business of production, distribution and sales of electromagnetic protection devices. On August 

28, 2023, the Company entered into a partnership agreement (“Partnership Agreement”) with HUCK Project LLC (“HUCK”), 

whereby HUCK became the Company's non-exclusive global retail-only distribution partner. With HUCK committing its 

resources to retail operations, the Company shifted focus to new product development and larger and more lucrative original 

equipment manufacturer (“OEM”) deals. 

These consolidated financial statements have been prepared on the assumption that the Company will continue as a going 

concern, meaning it will continue in operation for the foreseeable future and will be able to realize its assets and discharge 

its liabilities in the ordinary course of operations. The Company has a deficit of $29,155,383 as of December 31, 2023 (2022 

- $24,408,865) and incurred a loss of $4,746,519 for the year ended December 31, 2023 (2022 - $3,908,848). The Company 

had a working capital deficiency of $2,302,533 as at December 31, 2023 (2022 – deficiency $1,676,263). 

Management has taken steps to improve the Company’s financial position, including the implementation of cost-cutting 

measures, capital-raising efforts, and the exploration of strategic alternatives. 

The Company’s ability to continue as a going concern is dependent on its ability to generate sufficient cash flows from 

operations to meet its obligations, obtain additional financing, and ultimately achieve profitable operations. There can be no 

assurance that the Company will be successful in these efforts. If the Company is unable to generate sufficient cash flows 

from operations, obtain additional financing or achieve profitable operations, it may be required to curtail or cease 

operations, which could have a material adverse effect on the Company’s financial position, results of operations, and cash 

flows. 

The above factors indicate the existence of material uncertainties that may cast significant doubt on the ability of the 

Company to continue as a going concern. 

The consolidated financial statements do not include any adjustments that might be necessary if the Company is unable to 

continue as a going concern. If management is unsuccessful in securing financing and or capital, the Company’s assets 

may not be realized or its liabilities get discharged at their carrying amounts and these differences could be material. 

Management believes the Company will be able to continue in operation for the foreseeable future and secure additional 

financing to satisfy its liabilities and commitments in the normal course of business. Accordingly, it is appropriate to prepare 

these financial statements on a going concern basis.   

2. Material Accounting Policies 

Basis of Preparation 

These consolidated financial statements of the Company have been prepared in accordance with the International Financial 

Reporting Standards ("IFRS") and their interpretations adopted by the International Accounting Standards Board ("IASB") 

and the Interpretations of the International Financial Reporting Interpretations Committee ("IFRIC") which the Canadian 

Accounting Standards Board has approved for incorporation into Part 1 of the Chartered Professional Accountants of 

Canada (CPA) Handbook, as issued and effective for the year ended December 31, 2023. 

These consolidated financial statements were approved by the Board of Directors on April 11, 2024. 

Basis of Measurement 

These consolidated financial statements have been prepared on a historical cost basis. In addition, these consolidated 

financial statements are using the accrual basis of accounting, except for cash flow information. 

Functional and Presentation Currency 

These consolidated financial statements are presented in Canadian dollars, which is the Company’s presentation currency 

whereas its functional currency is the US dollar. Due to the global nature of the Company’s operations, the use of US dollars 



AMERICAN AIRES INC. 
Notes to Consolidated Financial Statements  
December 31, 2023 and 2022 
(Expressed in Canadian Dollars)  
 

6 

as functional currency is more efficient and appropriate. Accordingly, the Company’s consolidated financial statements have 

been translated into its presentation currency according to IAS 21 on the following basis: 

(a) assets and liabilities are translated to Canadian dollars at the closing rate at the date of the consolidated statement of 

financial position;  

(b) income and expenses are translated at exchange rates at the dates of the transactions;  

(c) all resulting exchange differences are recognised in other comprehensive income or loss. 

The Company presents its consolidated financial statements in Canadian currency because its shares are listed on a 

Canadian stock exchange and its shareholders and sources of financing are largely Canadian based.  

Basis of Consolidation 

These consolidated financial statements incorporate the financial statements of the Company and its wholly owned 

subsidiary, American Aires USA Inc. All intercompany transactions, balances, income and expenses are eliminated upon 

consolidation. 

Financial Instruments 

Financial assets and financial liabilities are recognized when the Company becomes a party to the contractual provisions 

of the financial instrument. 

Under IFRS 9, financial assets are classified and measured based on the business model in which they are held and the 

characteristics of their contractual cash flows. IFRS 9 contains the primary measurement categories for financial assets: 

measured at amortized cost, fair value through other comprehensive income ("FVTOCI") and fair value through profit and 

loss ("FVTPL"). 

Financial assets other than cash and cash equivalents are all classified and measured at amortized cost. Cash and cash 

equivalents are measured at fair value. All financial liabilities are classified and measured at amortized cost. 

Cash and Cash Equivalents 

Cash and cash equivalents in the consolidated statements of financial position is comprised of cash at banks as well as 

money market instruments. The Company’s cash and cash equivalents are maintained with major financial institutions. All 

funds are available on demand. 

Inventory 

Inventory consists of finished goods. The Company values inventory at the lower of cost and net realizable value. The 

inventory value is determined using the first-in-first-out method. Obsolete inventories are written down to their estimated net 

realizable value. There has been no impairment of inventory during the years ended December 31, 2023 and 2022.  

Provisions 

A provision is recognized when the Company has a present legal or constructive obligation as a result of a past event, it is 

probable that an outflow of economic benefits will be required to settle the obligation, and the amount of the obligation can 

be reliably estimated. The Company has recorded a provision for sales returns of $nil as at December 31, 2023 (2022 - 

$20,502). In addition, the Company has recorded a provision for sales tax payable of $581,859 as December 31, 2023 

(2022 - $301,747). 

Income Taxes 

Income tax on the profit or loss for the years presented comprises current and deferred tax. Income tax is recognized in 

profit or loss except to the extent that it relates to items recognized directly in equity, in which case it is recognized in equity. 

Current tax expense is the expected tax payable on the taxable income for the year, using tax rates enacted or substantively 

enacted at period end, adjusted for amendments to taxes with regards to previous years. 
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Deferred tax is provided for temporary differences between the carrying amounts of assets and liabilities for financial 

reporting purposes and the amounts used for taxation purposes. The amount of deferred tax provided is based on the 

expected manner of realization or settlement of the carrying amount of assets and liabilities, using tax rates enacted or 

substantively enacted at the financial position reporting date. 

A deferred tax asset for losses is recognized only to the extent that it is probable that future taxable profits will be available 

against which the asset can be utilized. To the extent that the Company does not consider it probable that a future tax asset 

will be recovered, it provides a valuation allowance. 

Furniture and Equipment 

Furniture and equipment are recorded at cost less accumulated depreciation. Depreciation is provided over the estimated 

useful life of the furniture and computer equipment using the declining balance method at rates of 20% and 50%, respectively 

Share Capital 

Common shares issued by the Company are classified as equity. Costs directly attributable to the issuance of common 

shares are recognized as a deduction from equity.  

Equity Instruments Issued with Warrants  

The Company uses the residual method with respect to the measurement of common shares units that include warrants. 

The fair value of warrants is determined using the Black-Scholes option pricing model and the difference between the 

proceeds raised and the value assigned to the warrants is the residual fair value of the shares. 

The value attributed to the warrants issued is credited to contributed surplus. If and when the warrants are exercised, the 

applicable amounts are credited to share capital along with the consideration received on the exercise of the warrants. For 

those warrants that are not exercised and expire the recorded value remains indefinitely in contributed surplus. 

Warrants issued on a stand-alone basis are treated and valued as share-based payments and charged to expense. 

Share-based Payments 

Options granted to employees and others providing similar services to acquire the Company’s shares are measured at fair 

value at the grant date using the Black-Scholes option pricing model. The fair value is recognized over the period in which 

options vest.  

Share-based payment transactions with parties other than employees are measured at the fair value of the goods or services 

received, except where that fair value cannot be estimated reliably, in which case they are measured at the fair value of the 

equity instruments granted, measured at the date the entity obtains the goods or the counterparty renders the service. 

Upon exercise of the options, consideration paid by the option holder together with the fair value amount previously 

recognized in contributed surplus are recorded as increases to share capital. For those options that expire after vesting, the 

recorded fair value remains indefinitely in contributed surplus. 

Intellectual Property 

Intellectual property is recorded at cost less amortization. Amortization is recorded on a straight-line basis over a period of 

nine years. 

Loss Per Share 

The Company presents basic loss per share data for its common shares outstanding, calculated by dividing the loss 

attributable to common shareholders of the Company by the weighted average number of common shares outstanding 

during the period. Diluted loss per share is determined by adjusting the denominator to include the weighted average number 

of common shares outstanding plus the assumed conversion of all dilutive securities under the treasury stock method. 
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Revenue Recognition 

The Company's revenue is substantially derived from the sale of electromagnetic protection devices. Revenue is recognized 

when the product is received by the customer and there is a reasonable expectation of collection. Under IFRS 15, revenue 

is recognized at an amount that reflects the expected consideration receivable in exchange for transferring goods or services 

to a customer, applying the following five steps: 

1. Identify the contract with a customer 

2. Identify the performance obligations in the contract  

3. Determine the transaction price 

4. Allocate the transaction price to the performance obligations in the contract  

5. Recognize revenue when (or as) the entity satisfies a performance obligation 

Revenues generated from the sale of electromagnetic protection devices are recognized at the transaction price, which is 

the amount of consideration to which the Company expects to be entitled in exchange for transferring promised goods to a 

customer, inclusive of discounts and rebates offered. 

The Company derives income from royalties calculated as a percentage of net product sales made by its affiliates. Royalty 

income is recognized on an accrual basis as sales occur, net of any applicable taxes and estimated allowances for returns, 

rebates, and other adjustments. Management continually assesses this policy to ensure compliance with IFRS and 

consistency with business practices. 

Deferred Revenue 

Deferred revenue relates to sales for which payment has been received but for which the corresponding product has not 

been delivered to the customer as at year end. 

Impairment 

Non-financial assets 

At the end of each reporting period, the Company reviews the carrying amounts of its non-financial assets with finite lives 

to determine whether there is any indication that those assets have suffered an impairment loss. Where such an indication 

exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss. The 

recoverable amount is the higher of an asset’s fair value less cost to sell or its value in use. In addition, long-lived assets 

that are not amortized are subject to an annual impairment assessment. 

Critical Accounting Estimates and Judgments 

The preparation of these consolidated financial statements requires management to make certain estimates, judgments 

and assumptions that affect the reported amounts of assets and liabilities at the date of the consolidated financial statements 

and reported amounts of expenses during the reporting period. Actual outcomes could differ from these estimates. These 

consolidated financial statements include estimates that, by their nature, are uncertain. The impacts of such estimates are 

pervasive throughout the consolidated financial statements and may require accounting adjustments based on future 

occurrences. Revisions to accounting estimates are recognized in the period in which the estimate is revised and future 

periods if the revision affects both current and future periods. These estimates are based on historical experience, current 

and future economic conditions and other factors, including expectations of future events that are believed to be reasonable 

under the circumstances. Significant assumptions management has made that could result in a material adjustment to the 

carrying amounts of assets and liabilities, in the event that actual results differ from assumptions, relate to, but are not 

limited to, the following: 
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Income Taxes and Recovery of Deferred Tax Assets 

The measurement of income taxes payable and deferred income tax assets and liabilities requires judgments in the 

interpretation and application of the relevant tax laws. The actual amount of income taxes only becomes final upon filing 

and acceptance of tax returns by the relevant authorities, which occurs subsequent to the issuance of the consolidated 

financial statements. Deferred tax assets require management to assess the likelihood that the Company will generate 

taxable income in future periods in order to utilize recognized deferred tax assets. As at December 31, 2023 and 2022 no 

deferred tax assets were recognized, as it is uncertain when sufficient taxable income will be available to realize the deferred 

tax assets. 

Fair Value of Options and Warrants 

Estimating fair value for granted stock options and warrants issued requires using of a 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. 

Sales Refunds 

The Company maintains a provision for sales refunds based on historical sales experience. 

Sales Taxes 

The Company operates globally and uses its best efforts to comply with sales tax regimes of the many countries which its 

products are sold. Because of different laws and regulations estimates of sales taxes payable are made which may differ 

materially from the actual requirement upon filing. 

Going Concern 

Significant judgments are used in the Company’s assessment of its ability to continue as a going concern. 

Useful Life of Property and Equipment and Intellectual Property 

Depreciation of property and equipment and intellectual property with finite lives are dependent upon estimates of useful 

lives which are determined through the exercise of judgment.  

Accounting Pronouncements Adopted During the Year 

In January 2020, the International Accounting Standards Board (IASB) issued amendments to IAS 1 which were 

incorporated into Part I of the CPA Canada Handbook in April 2020. The amendments clarify the requirements for classifying 

liabilities as either current or non-current by specifying the conditions which exist at the end of the reporting period that 

determine if a right to defer settlement of a liability exists. The amendments apply on or after January 1, 2023. The Company 

adopted the amendments on January 1, 2023 and there was no impact on the consolidated financial statements upon 

adoption of this policy.  

In February 2021, the IASB issued amendments to IAS 1 "Presentation of Financial Statements" and IFRS Practice 

Statement 2 "Making Materiality Judgments" which were incorporated into Part I of the CPA Canada Handbook in 

September 2021. The amendments help entities provide accounting policy disclosures that are more useful to primary users 

of financial statements by replacing the requirement to disclose “significant” accounting policies under IAS 1 with a 

requirement to disclose “material” accounting policies. Under this, an accounting policy would be material if, when 

considered together with other information included in an entity’s financial statements, it can reasonably be expected to 

influence decisions that primary users of general-purpose financial statements make on the basis of those financial 

statements. The amendments apply on or after January 1, 2023. The Company adopted the amendments on January 1, 

2023 and there was no impact on the consolidated financial statements upon adoption of this policy.  

In May 2021, the IASB issued amendments to the recognition exemptions under IAS 12 Income Taxes which were 

incorporated into Part I of the CPA Canada Handbook in September 2021.The amendments require an entity to recognize 

deferred tax on initial recognition of particular transactions, to the extent that transaction gives rise to equal taxable and 
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deductible temporary differences. These amendments apply to transactions for which an entity recognizes both an asset 

and liability, for example leases and decommissioning liabilities. The amendments are effective on or after January 1, 2023. 

The Company adopted the amendments on January 1, 2023 and there was no impact on the consolidated financial 

statements upon adoption of this policy. 

3. Capital Management 

The Company manages its capital with the following objectives: 

(a) to ensure sufficient financial flexibility to achieve the ongoing business objectives including funding of future growth 

opportunities; and (b) to maximize shareholder return through enhancing share value 

The Company monitors its capital structure and makes adjustments according to market conditions in an effort to meet its 

objectives given the current outlook of the business and industry in general. The Company may manage its capital structure 

by issuing new shares, repurchasing outstanding shares, adjusting capital spending, or disposing of assets. The capital 

structure is reviewed by management and the Board of Directors on an ongoing basis. 

The Company considers its capital to be equity, comprising share capital, contributed surplus, accumulated other 

comprehensive loss and deficit, which at December 31, 2023 was negative $2,095,455 (2022 – negative $2,398,288). The 

Company manages capital through its financial and operational forecasting processes. The Company reviews its working 

capital and forecasts its future cash flows based on operating expenditures, and other investing and financing activities. 

The forecast is updated based on activities related to its operations. Information is provided to the Board of Directors of the 

Company. The Company is not subject to externally imposed capital requirements. The Company's capital management 

objectives, policies and processes have remained unchanged during the years ended December 31, 2023 and 2022. 

4. Financial Instruments and Risk Management 

Fair Values 

The carrying value of all of the Company’s financial instruments (assets and liabilities) approximate their fair values due to 

the short-term maturity of these financial instruments. The Company’s activities expose it to a variety of financial risks: credit 

risk, liquidity risk, market risk (including interest rate risk). Risk management is carried out by the Company’s management 

team with guidance from the Board of Directors. The Board of Directors also provides regular guidance for overall risk 

management. 

Credit Risk 

Credit risk is the risk of loss associated with a counterparty’s inability to fulfil its payment obligations. The Company’s credit 

risk is primarily attributable to cash and cash equivalents and prepaid and sundry receivables. The Company has no 

significant concentration of credit risk arising from operations. Cash and cash equivalents are in accounts at reputable 

financial institutions, from which the risk of loss is remote. The Company’s customer base is well diversified with no reliance 

on any one client. Sundry receivables consist primarily of advances to the Company’s manufacturer of its electromagnetic 

protection devices. The Company has a long relationship with the supplier and assesses the risk of loss as low.  

Liquidity Risk 

Liquidity risk refers to the risk that the Company will not be able to meet its financial obligations as they become due or can 

only do so at excessive cost. The Company’s liquidity and operating results may be adversely affected if the Company’s 

access to capital markets is hindered, whether due to the general state of the economy or conditions specific to the 

Company. As at December 31, 2022, the Company had  cash and cash equivalents of $29,366 (2022 - $196,103) to settle 

current liabilities of $2,384,913 (2021 - $2,792,190). The Company regularly evaluates its cash position to ensure 

preservation and security of capital as well as maintenance of liquidity. As the Company does not yet generate profits, 

managing liquidity risk is dependent upon the ability to secure additional financing, controlling expenses, and preserving 

cash. The following table shows the remaining contractual maturities of financial liabilities as at December 31, 2023 and 

2022. It is not expected that the cash flows included in the maturity analysis could occur significantly earlier or at significantly 

different amounts. 
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Market Risks 
 

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

and commodity and equity prices. 

(i) Interest Rate Risk 

The Company’s borrowings are at fixed rates of interest. Although it is not exposed to interest rate risk on its current 

borrowings, because of its heavy reliance on borrowing there is a risk that future costs of borrowing will increase if interest 

rates rise further. 

(ii) Foreign Exchange Risk 

The Company's functional currency is the United States Dollar and it transacts all its sales and major purchases primarily 

in that currency. To fund its operations, the Company maintains United States and Canadian dollar denominated bank 

accounts. Management does not hedge its foreign exchange risk. As at December 31, 2023, a 5% fluctuation in the foreign 

exchange rate would have an impact of approximately $49,944 (December 31, 2022 - $43,837) in the Company's 

consolidated statements of loss and comprehensive loss. 

5. Intellectual Property 

 
 

6. Furniture and Equipment
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During the year ended December 31, 2022, the Company disposed of a computer with a carrying value of $1,128 for gross 
proceeds of $1,770, resulting in a gain on disposition of assets totaling $642 recognized in the consolidated statements of 
loss and comprehensive loss. 
 
7. Government Loan 

As a response to COVID-19, the Canadian Federal government introduced the CEBA for businesses that met various 

eligibility requirements. The purpose of the CEBA loan was to support businesses and employers to meet their non-

deferrable expenses. The loan is interest free until December 31, 2023 and there is a forgivable portion of $20,000 if repaid 

on or before December 31, 2023 after which the unpaid balance is subject to interest of 5% per annum and the loan is due 

on December 31, 2025. The Company has not recognized any forgiveness revenue in the consolidated statement of loss 

and comprehensive loss in connection with this loan, as it has determined the full amount of the loan will be repayable. 

8. Working Capital Loan Payable 

During the years ended December 31, 2022 and 2021, the Company entered into a series of working capital loan facility 

agreements whereby the lender paid select invoices on the Company’s behalf, with the ensuing debt repayable after a 

period of up to 120 days, in 30-day increments with interest at 1% for each 30-day period. During the year ended December 

31, 2023, no new advances were taken. Part way through the year in 2022 the lender ceased charging interest on the 

amounts lent. In 2023, the Company made repayments of the previous principal totaling $321,770. Invoices paid by the 

lender on behalf of the Company have been included within changes in accounts payable and accrued liabilities in the 

consolidated statements of cash flows. In 2023, the Company recognized interest expense totaling $nil in the consolidated 

statements of loss and comprehensive loss.  

 
 
9. E-commerce platform loan payable  

During the years ended December 31, 2023 and 2022, the Company received a series of working capital advances from its 

e-commerce service provider. Repayments are made daily based on a percentage (varies between 8% and 17% depending 

on the advance) of the Company's daily sales until such time that the advances are repaid in full. The financing charge 

related to the paid portion of the loan has been recorded as interest expense in the consolidated statements of loss and 

comprehensive loss for the years ended December 31, 2023 and 2022. The annualized interest rate on these advances is 

upwards of 27% although an exact rate cannot be determined because the period  over which the loan must be repaid is 

not specified. The following is a continuity schedule of the e-commerce platform loan payable: 
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10. Promissory note payable  

On February 7, 2022, the Company entered into a loan agreement with a related party (Note 17) whereby the lender 

advanced $500,000 via a promissory note. The maturity date of the loan was May 7, 2024. The rate of interest is 12% per 

annum. The loan was secured by a general security interest over the assets of the Company. During the year ended 

December 31, 2022, the Company incurred interest expense of $53,753 (unpaid as at December 31, 2022) and a financing 

fee of $20,000 (deducted from initial disbursement) and both have been recorded as interest expense in the consolidated 

statements of loss and comprehensive loss. The unpaid interest was added to the principal amount of the loan.  

In connection with this loan, the Company issued the lender share purchase warrants to purchase up to 5,000,000 (pre-

consolidation) common shares of the Company exercisable at $0.10 per share for a period of three years from the date of 

issue. A fair value of $353,000 was assigned to the warrants issued, estimated using the Black-Scholes valuation model 

with the following assumptions: dividend yield 0%, share price of $0.095, expected volatility of 130%, a risk-free rate of 

return of 1.43% and an expected life of 3 years. The fair value of warrants issued was accounted for as an equity-based 

finance charge (as it was not related to raising capital) and expensed in the consolidated statements of loss and 

comprehensive loss for the year ended December 31, 2022.  

During the year ended December 31, 2023, the Company accrued interest expense of $24,822 and it has been recorded 

as interest expense in the consolidated statements of loss and comprehensive loss. On June 9, 2023, the promissory note 

payable was converted into a convertible debenture (Note 13) based on the outstanding balance as of May 31, 2023. The 

balance converted was $578,575 which includes the entire $500,000 principal balance and $78,575 cumulative accrued 

interest. The following is a continuity schedule of the promissory note payable: 

 

11. Grid promissory note payable  

The Company issued a grid promissory note dated May 26, 2022, amended on August 12, 2022 and December 7, 2022, 

with an arm’s length lender for advances up to $500,000 (in $100,000 increments as needed). The loan matures on February 

28, 2024 and bears interest at a rate of 8% per annum. In addition, the Company has agreed to pay a monthly royalty of 

3.5% of net sales for every $100,000 loaned, subject to a maximum monthly royalty of $10,000 per $100,000. The royalty 

will exist until the loan is repaid in full. During the year ended December 31, 2023, the Company incurred interest expense 

of $22,016 and royalty expense of $339,000 and both have been recorded as interest expense in the consolidated 

statements of loss and comprehensive loss.  

On June 9, 2023, $559,294 of the grid promissory note payable was converted into a convertible debenture (Note 13) based 

on the outstanding balance as of May 31, 2023. The remaining balance as at December 31, 2023 consists of the principal 

balance of $100,000 and the accrued combined interest and royalty expense of $31,031.  

The unpaid cumulative interest and royalty of $31,031 have been added to the principal amount of the loan. The loan has 

been classified as a current liability due to its maturity within 12 months of December 31, 2023 (December 31, 2022 – 

$513,309 non-current liability).The following is a continuity schedule of the promissory note payable: 
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12. Loan Payable  

On January 24, 2023, the Company entered into a loan agreement with a related party (Note 17) whereby the lender agreed 
to advance $150,000 to the Company. The rate of interest is 12% per annum and the loan is due on July 24, 2024 unless 
further extended by the lender for an additional three months. The CEO of the lending party is also an officer of the Company. 
During the nine months ended September 30, 2023, the Company incurred interest expense of $6,263 which has been 
recorded as interest expense in the consolidated statements of loss and comprehensive loss.  
 
On June 9, 2023, the loan payable was converted into a convertible debenture (Note 13) based on the outstanding balance 
as of May 31, 2023. The balance converted was $156,263 which includes the entire $150,000 principal balance and $6,263 
cumulative accrued interest. The following is a continuity schedule of the loan payable: 
 

 
 
13. Convertible Debenture   

On June 9, 2023, the Company issued convertible debentures (“debentures”) in the amount of $1,293,000 (“original 
tranche”) to existing debt holders in exchange for amounts owed under promissory note, grid promissory note and loan 
payable (Notes 11, 12 and 13). The convertible debentures bear interest at a rate of 12% per annum, payable semi-annually 
in arrears on the last day of June and December in each year, with the first interest payment payable on June 30, 2023 and 
mature on June 30, 2025. The debentures are convertible into common shares of the Company at the market price of the 
common shares at the time of conversion, determined by the most recent closing price on the day of conversion, at the 
option of the holders at any time prior to maturity.  
 
The convertible debentures were issued in units and each unit comprises $1,000 of principal and 20,000 common share 
purchase warrants (2,000 post-consolidation – Note 15). Each warrant shall entitle the holder thereof to acquire one common 
share at an exercise price of $0.05 ($0.50 post-consolidation) until June 30, 2025. In addition, the debentures are secured 
by all of the assets of the Company.  
 
The total converted amount of $1,293,000 equated to 1,293 debenture units of which 734 units were issued to related parties 
(lenders of the previously held promissory note payable and loan payable) and 559 units were issued to the arm’s length 
lender (grid promissory note).  
 
On June 15, 2023, the Company issued an additional 325 debenture units at the same terms as described above to arm’s 
length investors, for total cash proceeds of $325,000 (“Tranche 1”). The Company paid $19,500 in finder’s fee as part of 
this financing which has been recorded as interest expense in the consolidated statements of loss and comprehensive loss. 
 
On September 22, 2023 and September 25, 2023, the Company issued an additional 717 debenture units at the same terms 
as described above to arm’s length investors, for total cash proceeds of $717,000 (“Tranche 2”). The Company paid $11,100 
in finder’s fee as part of this financing which has been recorded as interest expense in the consolidated statements of loss 
and comprehensive loss.  



AMERICAN AIRES INC. 
Notes to Consolidated Financial Statements  
December 31, 2023 and 2022 
(Expressed in Canadian Dollars)  
 

15 

On September 26, 2023, $1,885,188 of convertible debentures were converted into 20,946,530 common shares at $0.09 
per share. On October 12, 2023 and October 13, 2023, the remaining $512,197 of convertible debentures were converted 
into 5,691,076 common shares of the Company at $0.09 per share. The amounts converted include unpaid interest of 
$61,253 
  
In connection with the original tranche and Tranche 1, the Company issued 32,360,000 (3,236,000 post-consolidation – 
Note 15) common share purchase warrants exercisable at a price of $0.05 per share ($0.50 post-consolidation) for a period 
of two years from the date of issue. A fair value of $851,849 was assigned to the warrants issued, estimated using the Black-
Scholes valuation model with the following assumptions: dividend yield 0%, share price of between $0.04 to $0.045, 
expected volatility of between 133 and 134%, a risk-free rate of return of 4.49% and an expected life of 2 years. In connection 
with Tranche 2, the Company issued 1,434,000 common share purchase warrants exercisable at a price of $0.50 per share 
for a period of two years from the date of issue. A fair value of $101,595 was assigned to the warrants issued, estimated 
using the Black-Scholes valuation model with the following assumptions: dividend yield 0%, share price of between $0.095 
to $0.125, expected volatility of between 184 and 185%, a risk-free rate of return of between 4.99% and 5.01% and an 
expected life of 2 years. The fair value of warrants issued for this transaction has been accounted for as an equity-based 
finance charge (as it is not related to raising capital) and expensed in the consolidated statements of loss and comprehensive 
loss for the year ended December 31, 2023. The following is a continuity schedule of the debenture: 
 

 
 
14. Share Capital 

(a) Authorized 

The Company is authorized to issue an unlimited number of common shares without par value. 

(b) Issued and outstanding – Common Shares 

On September 12, 2023, the Company performed a consolidation of its issued and outstanding share capital on the basis 

of one (1) new common share for every ten (10) outstanding common shares. The same 1:10 consolidation was performed 

for all outstanding warrants and stock options. 
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On March 15, March 24 and April 5, 2022, the Company closed three tranches of a non-brokered private placement and 

issued an aggregate of 3,050,000 units at a price of $0.10 per unit for gross proceeds of $305,000. Each unit comprises 

one common share and one common share purchase warrant which entitles the holder to purchase one common share for  

$0.10 ($1.00 post consolidation) for a period of thirty-six months from the closing of the offering. A fair value of $180,000 

was assigned to these warrants, estimated using the Black-Scholes valuation model with the following assumptions: 

dividend yield 0%, share price of between $0.07 and $0.095, expected volatility of 130%, a risk-free rate of return of between 

1.82% to 2.40% and an expected life of 3 years. Cash costs of issue amounted to $46,400 in aggregate. In addition the 

Company issued 244,000 finders warrants exercisable for $0.10 per warrant with identical terms as the non-brokered private 

placement warrants above. A fair value of $14,000 was assigned to these warrants, estimated using the Black-Scholes 

valuation model with the following assumptions: dividend yield 0%, share price of between $0.07 and $0.095, expected 

volatility of 130%, a risk-free rate of return of between 1.82% to 2.40% and an expected life of 3 years. 

During the year ended December 31, 2022, the Company issued 491,228 common shares in exchange for services provided 

to the Company, valued at $46,667. The Company also issued 850,000 common shares, on the exercise of stock options 

for proceeds of $85,000. Upon exercise, an amount of $60,000 was transferred from contributed surplus to share capital. 

On May 12, 2023, the Company closed a non-brokered private placement and issued an aggregate of 7,844,000 (784,400 

post-consolidation) units at a price of $0.05 ($0.50 post-consolidation) per unit for gross proceeds of $392,000. Each unit 

comprises one common share and one common share purchase warrant which entitles the holder to purchase one common 

share for $0.05 (post-consolidation $0.50) for a period of twenty-four months from the closing of the offering. A fair value of 

$289,723 was assigned to these warrants, estimated using the Black-Scholes valuation model with the following 

assumptions: dividend yield 0%, share price of $0.055, expected volatility of 130%, a risk-free rate of return of 3.73% and 

an expected life of 2 years. Cash costs of issue amounted to $22,876 in aggregate. In addition, the Company issued 459,520 

(45,952 post-consolidation) finder’s warrants exercisable for $0.05 ($0.50 post-consolidation) per warrant with identical 

terms as the non-brokered private placement warrants above. A fair value of $16,973 was assigned to these warrants, 

estimated using the Black-Scholes valuation model with the following assumptions: dividend yield 0%, share price of $0.055, 

expected volatility of 130%, a risk-free rate of return of 3.73% and an expected life of 2 years.  

During the year ended December 31, 2023, all debenture holders converted their principal amount and accrued interest into 

the common shares of the Company (Note 13). The total amount converted was $2,397,385 in exchange for 26,637,606 

common shares at $0.09 per share. 

During the year ended December 31, 2023, the Company issued 8,100,000 restricted shares representing a value of 

$850,500 or $0.105 per share. As part of this issuance, 50% vested immediately on October 19, 2023 and the remainder 

will vest one year after issuance. With respect to this award, the Company recognized $510,300 as stock-based 

compensation in 2023 which comprises $425,250 for the vested portion and $85,050 for the amortization of the unvested 

portion. In addition, the Company issued 12,009,600 shares in settlement of debt owed to various insiders and consultants 

of the Company for a total value of $810,648.  

15. Warrants 

On September 12, 2023, the Company performed a consolidation of its issued and outstanding share capital on the basis 

of one (1) new common share for every ten (10) outstanding common shares. The same 1:10 consolidation was performed 

for all outstanding warrants and stock options. 

The following table reflects the continuity of warrants for the years ended December 31, 2023 and 2022: 
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The following table reflects warrants outstanding as at December 31, 2023: 

 

The warrants with previous expiry dates of May 28, 2023 (6,033,333 warrants, 603,333 post-consolidation), August 31, 

2023 (1,975,000 warrants, 197,500 post-consolidation), September 20, 2023 (1,937,500 warrants, 193,750 post-

consolidation), October 28, 2023 (649,975 warrants, 64,998 post-consolidation) and December 17, 2023 (2,460,000 

warrants, 246,000 post-consolidation) have had their expiry dates extended by exactly one (1) year to allow more time for 

the holders to exercise their rights. The exercise price of these warrants remained unchanged (except due to a 1:10 

consolidation impact) and the Company chose to adopt the option available under IAS 32 and did not change their valuation. 

In addition, 315,000 (31,500 post-consolidation) finder’s warrants (expiry date of May 28, 2023), 355,500 (35,550 post-

consolidation) finder’s warrants (expiry date August 31, 2023), 288,000 (28,800 post-consolidation) finder’s warrants (expiry 

date September 20, 2023) and 193,500 (19,350 post-consolidation) finder’s warrants (expiry date December 17, 2023) 

expired unexercised. 

16. Stock Options  

On September 12, 2023, the Company performed a consolidation of its issued and outstanding share capital on the basis 

of one (1) new common share for every ten (10) outstanding common shares. The same 1:10 consolidation was performed 

for all outstanding warrants and stock options. 

The following table reflects the continuity of stock options for the years ended December 31, 2023 and 2022: 
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On January 13, 2022, the Company granted 500,000 options to a director of the Company exercisable at a price of $0.10 

for a three-year term. A fair value of $33,000 was assigned to these options, estimated using the Black-Scholes valuation 

model with the following assumptions: dividend yield 0%, share price of $0.10, expected volatility of 130%, a risk-free rate 

of return of 1.21% and an expected life of 3 years. The options vested immediately upon grant.  

On February 18, 2022, the Company granted 850,000 options to a consultant exercisable at a price of $0.10 for a three-

year term. A fair value of $60,000 was assigned to these options, estimated using the Black-Scholes valuation model with 

the following assumptions: dividend yield 0%, share price of $0.095 expected volatility of 130%, a risk-free rate of return of 

1.57% and an expected life of 3 years. The options vested immediately upon grant. These options were exercised during 

the year and the Company issued 850,000 common shares for proceeds of $85,000. On exercise, $60,000 was transferred 

from contributed surplus to share capital. 

On April 17, 2023, the Company, with the agreement of the option holders, cancelled 2,400,000 (240,000 post-consolidation) 

stock options with exercise prices ranging from $0.13 to $0.50 ($1.30 to $5.00 post-consolidation) and expiry dates between 

December 9, 2024 and February 4, 2026. These stock options were fully vested but unexercised due to the stock price of 

the Company being lower than the exercise price of the options.  

On October 19, 2023, the Company, with the agreement of the option holders, cancelled 725,000 (7,250,000 pre-

consolidation) stock options with exercise prices ranging from $1.30 to $5.00 ($0.13 to $0.50 pre-consolidation) and expiry 

dates between December 10, 2024 and July 6, 2026. These stock options were fully vested but unexercised due to the 

stock price of the Company being lower than the exercise price of the options. 

On October 19, 2023, the Company granted 490,000 stock options to certain insiders and arm’s length parties exercisable 

at a price of $0.095, with 50,000 of the options expiring on December 10, 2024 and 440,000 of the options expiring on July 

6, 2026. The options vested immediately. A fair value of $42,522 was assigned to these options, estimated using the Black-

Scholes valuation model with the following assumptions: dividend yield 0%, share price of $0.1050, expected volatility of 

between 158% to 242%, a risk-free rate of return of between 4.79% and 5.12% and an expected life of between 1.15 years 

to 2.72 years. 

On November 23, 2023, the Company granted 10,000 stock options to an insider exercisable at a price of $0.095 and 

expiring on July 6, 2026. The options vested immediately. A fair value of $1,922 was assigned to these options, estimated 

using the Black-Scholes valuation model with the following assumptions: dividend yield 0%, share price of $0.23, expected 

volatility of between 165%, a risk-free rate of return of 4.32% and an expected life of between 2.62 years. 
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17. Related Party Balances and Transactions 

Remuneration of key management personnel of the Company was as follows: 

 
 

The Company defines key management as the Company's directors and officers. As at December 31, 2023, amounts due 

to key management for remuneration totaled $234,830 (2022- $54,408). Stock-based compensation in the table above 

relates to the restricted shares issued to the management team (Note 14) as well as the stock options issued to one of the 

directors on October 19, 2023. The Company issued 8,100,000 restricted shares representing a value of $850,500 or $0.105 

per share. As part of this issuance, 50% vested immediately on October 19, 2023 and the remainder will vest one year after 

issuance. With respect to this award, the Company recognized $510,300 as stock-based compensation in 2023 which 

comprises $425,250 for the vested portion and $85,050 for the amortization of the unvested portion. The stock options 

issued to one of the directors were valued at $26,058 using the Black-Scholes model (see Note 16). 

On February 7, 2022, the Company obtained a $500,000 loan from a lender whose president is also an officer of the 

Company. Interest of $24,822 for the year ended December 31, 2023 was expensed and the entire balance of the loan was 

converted into a convertible debenture on June 9, 2023. The details of this transaction are provided in Note 10 to these 

consolidated financial statements.  

On January 24, 2023, the Company entered into a loan agreement with a related party whereby the lender agreed to 

advance $150,000 to the Company. The CEO of the lending party is also an officer of the Company. Interest of $6,263 for 

the year ended December 31, 2023 was expensed and the entire balance of the loan was converted into a convertible 

debenture on June 9, 2023. The details of this transaction are provided in Note 12 to these consolidated financial statements.  

On June 9, 2023, convertible debenture units were issued to the lenders of the promissory note payable (Note 10) and loan 

payable (Note 12) as part of the loan conversion process. Both lenders are related parties as described in the paragraphs 

above. The details of this transaction are provided in Note 13 to these consolidated financial statements. As of December 

31, 2023, none of the outstanding convertible debenture units are held by the related parties as those units were fully 

converted into the common shares of the Company on September 26, 2023. The total amount converted by the related 

parties was $760,303 at $0.09 per share for 8,447,814 common shares. Interest of $26,303 on the convertible debenture 

held by related parties for the year ended December 31, 2023 was expensed. 

During the year ended December 31, 2023, the Company expensed $616,743 (2022 - $659,243) for digital marketing 

services provided by a firm controlled by an officer of the Company. As at December 31, 2023, $nil (2022 - $195,666) was 

included in accounts payable and accrued liabilities in connection with these services.  

During the year ended December 31, 2023, the Company expensed $nil (2022 - $101,081) for legal services provided by a 

firm, a partner of which was a director of the Company. As at December 31, 2023, $131,507 (2022 - $82,270) was included 

in accounts payable and accrued liabilities. On November 2, 2022, this director resigned from his position, but his firm 

continues to provide legal services to the Company.  

During the year ended December 31, 2023, the Company expensed $nil (2022 - $75,678) to Marrelli Support Services Inc., 

DSA Corporate Services Inc. and DSA Filing Services Limited (“Marrelli Group”) for acting as chief financial officer, 

regulatory filing and corporate secretarial services. As of December 31, 2023, the Marrelli Group was owed $nil (2022 - 

$nil). As of December 6, 2022, the Company no longer uses the services of the Marrelli Group. 

On August 28, 2023, the Company entered into a partnership agreement with HUCK Project LLC which is a firm controlled 

by an officer of the Company. The Company has undertaken a number of related party transactions with HUCK on August 

28, 2023 and during the period from August 29, 2023 to December 31, 2023. Refer to Note 18 for a full description of the 

partnership agreement and the related party transactions. 

The above noted transactions are in the normal course of business and are measured at the exchange amount, as agreed 

to by the parties, and approved by the Board of Directors in strict adherence to conflict of interest laws and regulations. 
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18. Sales and License Agreement  

On August 28, 2023, the Company entered into a partnership agreement (“Partnership Agreement”) with HUCK Project LLC 

(“HUCK”), whereby HUCK became the Company's non-exclusive global retail-only distribution partner. HUCK is a US-based 

digital marketing firm that is owned by a director and officer of Company and is therefore a related party.  

As per the Partnership Agreement, the Company transferred the operation of its e-commerce site to HUCK, including 

advertising and marketing activities and, without limitation, the duty to reimburse the Company for all outstanding costs, 

debts, liabilities, and payments associated with the Company’s obligations related to or otherwise associated with the e-

commerce site. Proceeds from revenues from the sale of all products as well as expenses related to the cost of goods sold, 

marketing, advertising, commissions are the responsibility of HUCK subsequent to August 28, 2023. HUCK also undertook 

to maintain sufficient inventory to ensure the ongoing operation of the e-commerce site in a commercially reasonable 

manner. In return, the Company is entitled to receive royalty by way of a cash royalty, payable each month, and special 

royalty, which can only be levied upon prior agreement of both parties. The cash royalty amount is calculated on HUCK’s 

tiered monthly sales in US$ using a royalty range for each tier. The actual percentage rate applied from within the royalty 

range is at the discretion of management. 

As part of the agreement HUCK also undertook to reimburse the Company for repayments made by it towards its e-

commerce platform loan from September 29, 2023.   

At the end of day on August 28, 2023 and during the period from August 29, 2023 to December 31, 2023, the Company 

recorded the following related party transactions with HUCK as per the Partnership Agreement: 

• Transfer of existing inventory on hand and prepaid inventory in transit to HUCK on August 28, 2023 in the amount 

of $684,038. The value of existing inventory transferred was $159,215 and the value of inventory in transit was 

$524,823. As a result of this transfer, there remains a $nil balance of inventory on hand and $22,847 in 

manufacturing deposits. The manufacturing deposits balance is part of the prepaid and sundry receivable balance 

on the consolidated statements of financial position.  

 

• During the period from August 29, 2023 to December 31, 2023, the Company made two additional payments for 

inventory on behalf of HUCK in the amount of $688,008.  

 

• During the period from August 29, 2023 to December 31, 2023, the Company paid various expenses which belong 

to HUCK as per the Partnership Agreement in the amount of $667,337.  These were for marketing, advertising, 

commissions, shipping, fulfillment, consulting and other fees. 

 

• During the period from August 29, 2023 to December 31, 2023, HUCK paid various expenses which belong to the 

Company in the amount of $348,252.These were for marketing, advertising and other, which were incurred prior to 

August 28, 2023.  

 

• During the period from August 29, 2023 to September 30, 2023, HUCK reimbursed the Company $197,183 

representing the Company’s repayments of its e-commerce platform loan and this has been recorded as income 

and charged to HUCK.  

 

• During the period from August 29, 2023 to December  31, 2023, the Company collected $4,897,704 in sales 

proceeds (inclusive of sales tax and shipping fees) on behalf of HUCK. In the same time period, the Company 

transferred $2,510,658 to HUCK in settlement of this payable balance.  

 

• During the period from August 29, 2023 to December 31, 2023, HUCK reported total net sales of $4,874,704 

(exclusive of tax and shipping fee income) and the Company accrued cash royalty in the amount of $283,427 and 

no special royalty. In November 2023, the Company provided a rebate of $17,773 on the previous royalty charged 

to HUCK based on holistic review of HUCK’s sales activity. Please refer to the table below for the breakdown of the 

cash royalty by month.  
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• The table below provides a summary of all the transactions with HUCK during the year ended December 31, 2023. 

The net payable balance of $215,305 has been included in the accounts payable and accrued liabilities balance on 

the consolidated statements of financial position as at December 31, 2023.  

             

Management used IFRS 10 guidance to determine whether it has control over HUCK and based on a number of judgements 

determined that no control exists due to the Company not having exposure or rights to variable returns from its involvement 

with HUCK. As a result, the Company has not consolidated the financial results of this segment of HUCK’s business in its 

financial statements. 

19. Segmented Information 

The Company's operations consist of a single operating segment, located in Canada. During the year ended December 31, 

2023, 79% (2022 - 78%) of sales were to US customers and 7% (2022 - 9%) being sold to customers in Canada. The 

Company’s remaining customers are distributed widely throughout the world. 

20. Net Loss Per Share 

The calculation of basic and diluted loss per share for the year ended December 31, 2022 was based on the loss attributable 

to common shareholders of $4,782,513 (2022 - $3,908,848), and the weighted average number of common shares 

outstanding of 26,464,003 (2022 – 15,787,908). Options and warrants have been excluded from the calculation of weighted 

average number of common shares outstanding as they are antidilutive. 

21. Prepaid and Sundry Receivable 
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22. Cost of Goods Sold 

Cost of goods sold is comprised of the following: 

 

All of the Company’s products are manufactured by a sole supplier located overseas. The Company has dealt with the same 

supplier since its inception and enjoys a good relationship. Management believes that should the relationship cease 

abruptly, it may cause a temporary disruption in supply, but alternate sources could be developed to manufacture the 

product. 

23.        Accounts Payable and Accrued Liabilities 

 

Other accounts payable as at December 31, 2023 represents provisions for sales taxes payable. 

24. Subsequent Events 

As of January 1, 2024, the Company has terminated the Partnership Agreement with HUCK (see Note 18 for details of the 

agreement).  The combination of stronger financial position, improved company valuation and feedback that the Company 

received from investors led the management of the Company to believe that the primary objective of the partnership with 

HUCK, announced on August 28, 2023, has been largely achieved. Both companies have retained a friendly relationship 

and agreed to all terms and conditions. 

On January 20, 2024, the Company obtained another tranche of the e-commerce platform loan in the amount of $800,000 

for a total repayable amount of $888,000 which includes a finance charge of $88,000.  

On February 16, 2024, the Company closed a non-brokered private placement of 26,666,663 units of the Company at a 

price of $0.15 per unit for aggregate gross proceeds of approximately $4,000,000. Each unit is comprised of one common 

share in the Company and one common share purchase warrant being exercisable into one common share at a price of 

$0.25 per share for a period of 24 months from closing of the offering.  

On March 20, 2024, the Company announced the appointment of Jamie Cochran to the Company’s Board of Directors who 

will replace the existing director, Ruslan Elensky. 

25. Income Taxes 

The reconciliation of the combined Canadian federal and provincial statutory income tax rate of 26.5% (2022 -26.5%) to the 

effective rate is as follows: 
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Unrecognized Deferred Tax Assets 

Deferred taxes are provided as a result of temporary differences that arise due to the differences between the income tax 

values and the carrying amount of assets and liabilities. Deferred tax assets have not been recognized in respect of the 

following deductible temporary differences: 

 

The Canadian non-capital loss carry forwards expire as noted in the below table. Share issue and financing costs will be 

fully amortized in 2027. The remaining deductible temporary differences may be carried forward indefinitely. Deferred tax 

assets have not been fully recognized in respect of these items because it is not probable that future profit will be available 

against which the Company can use the benefits therefrom. 
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