
  

REKTRON GROUP INC. 

 

ANNUAL INFORMATION FORM FOR THE YEAR ENDED JULY 31, 2024 

 

November 25, 2024 

  



- ii - 

 

TABLE OF CONTENTS 

 

INTRODUCTORY NOTED AND CAUTION REGARDING FORWARD-LOOKING STATEMENTS ......... 4 
General ..................................................................................................................................................................... 4 
Currency Presentation and Exchange Rate Information .................................................................................... 4 
Cautionary Note Regarding Forward-Looking Statements ................................................................................ 4 

GLOSSARY ................................................................................................................................................................. 6 
CORPORATE STRUCTURE .................................................................................................................................. 10 

Name and Incorporation ....................................................................................................................................... 10 
Intercorporate Relationships ................................................................................................................................ 10 

DESCRIPTION OF THE BUSINESS ..................................................................................................................... 12 
Business of the Issuer ............................................................................................................................................ 12 

General ............................................................................................................................................................... 12 
Services ............................................................................................................................................................... 13 
Role of subsidiaries ............................................................................................................................................. 17 

Regulatory Framework ......................................................................................................................................... 17 
Business Objectives ............................................................................................................................................... 18 
Financial Liquidity ................................................................................................................................................ 20 
Products and Services ........................................................................................................................................... 20 
Specialized Skills and Knowledge ........................................................................................................................ 22 
Cycles ...................................................................................................................................................................... 22 
Human Resources .................................................................................................................................................. 22 
Material Restructuring Transactions .................................................................................................................. 23 

Share Exchange Agreement ................................................................................................................................ 24 
Investment Process and Policies ........................................................................................................................... 25 

The members of the Investment Committees of the Group .................................................................................. 25 
Social and Environmental Policies ....................................................................................................................... 26 
Bankruptcy and Similar Procedures ................................................................................................................... 26 
History .................................................................................................................................................................... 26 

RISK FACTORS ....................................................................................................................................................... 31 
Risks Related to the Commodities Trading Sector ............................................................................................. 31 

Volatility of Commodity Prices ........................................................................................................................... 31 
Government or Regulatory Policy ...................................................................................................................... 32 
Climate Change and Emissions .......................................................................................................................... 32 
Competition ......................................................................................................................................................... 32 
Access to Capital and Liquidity .......................................................................................................................... 32 
Credit Risk .......................................................................................................................................................... 33 
Margin Risk ........................................................................................................................................................ 33 

Risk Related to the Issuer, its Business and Securities ....................................................................................... 34 
The Issuer is a Holding Company ....................................................................................................................... 34 
Investors May Lose Their Entire Investment ...................................................................................................... 34 
Volatile Market Price for the Issuer’s Common Shares ..................................................................................... 34 
Evolving Business Strategy ................................................................................................................................. 35 
The Issuer Has Two Significant Shareholders .................................................................................................... 35 
Discretion in the Available Funds ...................................................................................................................... 36 
Future Acquisitions or Dispositions ................................................................................................................... 36 
Dilution from Equity Financing could Negatively Impact Holders of Common Shares ..................................... 36 
Management of Debt Dependent on Cash Flow ................................................................................................. 37 
Management and Directors ................................................................................................................................ 37 
Litigation ............................................................................................................................................................. 37 
Conflicts of Interest ............................................................................................................................................. 37 
Dividends ............................................................................................................................................................ 38 
Epidemics and Pandemics .................................................................................................................................. 38 

DIVIDEND POLICY ................................................................................................................................................ 38 



- iii - 

 

DESCRIPTION OF THE CAPITAL STRCTURE ................................................................................................ 38 
Authorized and Issued and to be Issued Share Capital ..................................................................................... 38 
Common Shares ..................................................................................................................................................... 39 
Warrants ................................................................................................................................................................ 39 
Compensation Options .......................................................................................................................................... 39 
Stock Options ......................................................................................................................................................... 39 

MARKET FOR SECURITIES ................................................................................................................................. 40 
ESCROWED SECURITIES AND SECURITIES SUBJECT TO CONTRACTUAL RESTRICTIONS ON 

TRANSFER ................................................................................................................................................................ 40 
Escrowed Securities ............................................................................................................................................... 40 

DIRECTORS AND EXECUTIVE OFFICERS ...................................................................................................... 40 
Corporate Cease Trade Orders or Bankruptcies ............................................................................................... 42 
Penalties or Sanctions ........................................................................................................................................... 43 
Conflicts of Interest ............................................................................................................................................... 43 

AUDIT COMMITTEE INFORMATION ............................................................................................................... 43 
Audit Committee ................................................................................................................................................... 43 

Audit Committee Charter .................................................................................................................................... 44 
Composition of Audit Committee ........................................................................................................................ 44 
Pre-Approval Policies and Procedures .............................................................................................................. 46 
External Auditor Service Fees ............................................................................................................................ 46 

PROMOTERS ........................................................................................................................................................... 47 
LEGAL PROCEEDINGS AND REGULATORY ACTIONS ............................................................................... 47 
INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS .................................... 47 
REGISTRAR AND TRANSFER AGENT .............................................................................................................. 48 
MATERIAL CONTRACTS ..................................................................................................................................... 48 
INTEREST OF EXPERTS ....................................................................................................................................... 48 
ADDITIONAL INFORMATION ............................................................................................................................. 49 
 

Schedule “A” – AUDIT COMMITTEE CHARTER ........................................................................................... A-1 



 

INTRODUCTORY NOTED AND CAUTION REGARDING FORWARD-LOOKING STATEMENTS 

 

General 

In this Annual Information Form (“AIF”), Rektron Group Inc., together with its subsidiaries, as the context requires, is 

referred as the “Issuer”, the Group or “Rektron”. Unless otherwise stated, all information contained in this AIF is as at 

July 31, 2024, being the last day of the Issuer’s most recently completed financial year. 

 

This AIF should be read in conjunction with the Issuer’s audited consolidated financial statements and management’s 

discussion and analysis for the financial year ended July 31, 2024, which are available under the Company’s profile on 

the System for Electronic Document Analysis and Retrieval (“SEDAR+”) at www.sedarplus.ca.  

 

Currency Presentation and Exchange Rate Information  

Certain terms used herein are defined in the “Glossary of Terms”. Unless otherwise indicated, references to “$” or “USD$” 

or “US” are to American dollars, references to “C$” or “CDN” or “CAD” are to Canadian dollars and references to “£$” 

are to pounds sterling. All financial information with respect to the Issuer have been presented in American dollars in 

accordance with International Financial Reporting Standards as issued by the International Accounting Standards Board 

and interpretations of the International Financial Reporting Interpretation Committee. Exchange rates used in this AIF are 

as follows: 1 USD = 1.3809 CDN. 

Cautionary Note Regarding Forward-Looking Statements 

Certain statements in this AIF are forward-looking statements or information (collectively “forward-looking 

statements”). The Issuer is hereby providing cautionary statements identifying important factors that could cause the 

actual results of the Issuer to differ materially from those projected in the forward-looking statements. Any statements 

that express, or involve discussions as to, expectations, beliefs, plans, objectives, assumptions or future events or 

performance (often, but not always, through the use of words or phrases such as “may”, “is expected to”, “anticipates”, 

“estimates”, “intends”, “plans”, “projection”, “could”, “vision”, “goals”, “objective” and “outlook”) are not historical 

facts and may be forward-looking and may involve estimates, assumptions and uncertainties which could cause actual 

results or outcomes to differ materially from those expressed in the forward-looking statements. 

 

By their nature, forward-looking statements involve numerous assumptions, inherent risks and uncertainties, both general 

and specific, which contribute to the possibility that the predicted outcomes may not occur or may be delayed. The risks, 

uncertainties and other factors, many of which are beyond the control of the Issuer that could influence actual results 

include, but are not limited to: 

 

• Volatility of commodity prices; 

• Government or regulatory policy; 

• Climate change and emissions; 

• Competition; 

• Access to capital and liquidity; 

• Credit risk; 

• Margin risk; 

• Holdings company risk; 

http://www.sedarplus.ca/


 

• Investors may lose their entire investment; 

• Volatile market price for the Issuer’s Common Shares; 

• Evolving business strategy; 

• Two Significant Shareholders 

• Discretion in the available funds; 

• Future acquisitions or dispositions; 

• Dilution from equity financing could negatively impact holders of Common Shares; 

• Management of debt dependent on cash flow; 

• Management and directors; 

• The possibility of conflict of interest arising for certain of the director and officers; 

• The possibility of litigation; 

• Conflicts of interest; 

• No issuance of dividends; and 

• Epidemics and pandemics. 

 

Such forward-looking information is necessarily based upon a number of factors and assumptions that, while considered 

reasonable by the Issuer as of the date of such statements, are inherently subject to significant business, economic and 

competitive uncertainties and contingencies. Although the Issuer believes that the assumptions underlying these 

statements are reasonable, they may prove to be incorrect, and the Issuer cannot assure that actual results will be consistent 

with these forward-looking statements. Given these risks, uncertainties and assumptions, you should not place undue 

reliance on these forward-looking statements. Whether actual results, performance or achievements will conform to the 

Issuer’s expectations and predictions is subject to a number of known and unknown risks, uncertainties, assumptions and 

other factors, including those listed under “Risk Factors”. 

 

If any of these risks or uncertainties materialize, or if assumptions underlying the forward-looking statements prove 

incorrect, actual results might vary materially from those anticipated in those forward-looking statements, which could 

have a material adverse effect on the business, financial condition and results of operations of the Issuer. 

 

Information contained in forward-looking statements in this AIF is provided as of the date of this AIF, and the Issuer 

disclaims any obligation to update any forward-looking statements, whether as a result of new information or future events 

or results, except to the extent required by applicable securities laws. Accordingly, potential investors should not place 

undue reliance on forward-looking statements or the information contained in those statements. 

Any graphs, tables or other information demonstrating the historical performance or current or historical attributes of the 

Issuer or any other entity contained in this AIF are intended only to illustrate historical performance or current or historical 

attributes of the Issuer or such entities and are not necessarily indicative of future performance of the Issuer or such 

entities. 

This AIF includes summary descriptions of certain material agreements of the Issuer. See section entitled “Material 

Contracts” in this AIF. The summary descriptions disclose provisions that the Issuer considers to be material, but are not 

complete and are qualified by reference to the terms of the material agreements, which will be filed with the Canadian 

securities regulatory authorities and will be available under the Issuer’s profile on SEDAR+ at www.sedarplus.ca.  

 

 

  



 

GLOSSARY 

 

The following is a glossary of certain defined terms used throughout this AIF. This is not an exhaustive list of defined 

terms used in this AIF and additional terms are defined throughout. Terms and abbreviations used in the financial 

statements of the Issuer are defined separately and the terms and abbreviations defined below are not used therein, except 

where otherwise indicated. Words importing the singular, where the context requires, include the plural and vice versa, 

and words importing any gender include all genders. 

“Affiliate” means a company that is affiliated with another company as described below: 

A company is an “Affiliate” of another company if: 

(a) one of them is the subsidiary of the other; or 

(b) each of them is controlled by the same Person; 

A company is “controlled” by a Person if: 

(a) voting securities of the company are held, other than by way of security only, by or for the benefit of that Person; 

and 

(b) the voting securities, if voted, entitle the Person to elect a majority of the directors of the company; 

A Person beneficially owns securities that are beneficially owned by: 

(a) a Company controlled by that Person, or 

(b) an Affiliate of that Person, or 

(c) an Affiliate of any Company controlled by that Person; 

“Agency Agreement” means the agency agreement dated March 4, 2024 between the Issuer and the Agent, and as 

amended on June 28, 2024 and further amended of August 12, 2024; 

“Agent” means Research Capital Corporation; 

A Non-Voting Ordinary Shares” means A Non-Voting Ordinary Shares of US$1 each in the share capital of Rektron 

AQ UK, converted into US$1 Ordinary Shares on June 16, 2022; 

“Applicable Securities Laws” means applicable securities legislation, securities regulation and securities rules, as 

amended, and the policies, notices, instruments and blanket orders having the force of law, in force from time to time; 

“Associate” means when used to indicate a relationship with a person or company, means: 

(a) an issuer of which the person or company beneficially owns or controls, directly or indirectly, voting securities 

entitling him to more than 10% of the voting rights attached to outstanding securities of the issuer; 

(b) any partner of the person or company; 

(c) any trust or estate in which the person or company has a substantial beneficial interest or in respect of which a 

person or company serves as trustee or in a similar capacity; 

(d) in the case of a person, a relative of that person, including: 

1. that person’s spouse or child; or 

2. any relative of the person or of his spouse who has the same residence as that person; but 

where the Exchange determines that two persons shall, or shall not, be deemed to be associates with respect to a 

Member firm, Member corporation or holding company of a Member corporation, then such determination shall be 



 

determinative of their relationships in the application of Rule D with respect to that Member firm, Member 

corporation or holding company; 

“Audit Committee” means the Audit Committee of the Issuer;  

“B Non-Voting Ordinary Shares” means B Non-Voting Ordinary Shares in the share capital of Rektron AQ UK, 

converted into US$1 Ordinary Shares on June 16, 2022; 

“Board of Directors” or “Board” means the Issuer's board of directors; 

“Bylaws” means the bylaws of the Issuer; 

“CEO” means Chief Executive Officer; 

“CFO” means Chief Financial Officer; 

“COO” means Chief Operating Officer 

“CIO” means Chief Investment Officer; 

“Common Shares” means the unlimited number common shares of the Issuer without par value; 

“Compensation Committee” means the Compensation Committee created by the Board of the Issuer;   

“Companies Act” means the Companies Act 2006 (c 46) enacted by Parliament of the United Kingdom; 

“Closing Date” means August 23, 2024; 

“Compensation Options” means the compensation options to be issued by the Issuer to the Agent on completion of the 

Offering wherein the Agent will have the right to purchase 7% of the number of Units sold pursuant to the Offering and 

3.5% of the number of Units sold to the Presidents List at an exercise price at the Offering Price to acquire one Unit, 

expiring 36 months from the Closing Date; 

“CSE” or “Exchange” means the Canadian Securities Exchange; 

“DL Hudson” means DL Hudson Limited, Rektron AQ UK’s wholly owned subsidiary incorporated on April 29, 2016 

under the Companies Act; 

“DLH Germany” means DL Hudson Germany GmbH, DL Hudson’s subsidiary incorporated on April 15, 2020, pursuant 

to laws of the Federal Republic of Germany; 

“DLH Dunes” means D L HUDSON DUNES GENERAL TRADING L.L.C, DL Hudson’s subsidiary incorporated on 

March 25, 2014, pursuant to United Arab Emirates laws; 

“DLH-RB” means DLH Istros Limited, a subsidiary of DLH Germany incorporated on July 12, 2019, under the 

Companies Act; 

“Escrow Agent” means Odyssey Trust Company; 

“Escrow Agreement” means the escrow agreement dated March 4, 2024 and as further amended on August 23, 2024, 

among the Issuer, the Escrow Agent pursuant to which the Escrowed Securities will be held in escrow;  

“Escrowed Securities” has the meaning ascribed thereto under the heading “Escrowed Securities and Securities Subject 

to Contractual Restrictions on Transfer”; 



 

“Final Receipt” means the receipt issued by the Principal Regulator, evidencing that a receipt has been, or has been 

deemed to be, issued for a prospectus in British Columbia, Alberta and Ontario; 

“Group” means the Issuer and all of its subsidiaries.  

“Initial Public Offering” or “IPO” means a transaction that involves an issuer issuing securities from its treasury 

pursuant to its first prospectus that has received a Final Receipt from the applicable regulatory authorities; 

“Issuer” or “Rektron” means  Rektron Group Inc., a company incorporated under the Business Corporations Act (British 

Columbia)); 

“LME” means the London Metal Exchange, a commodities exchange that deals in metals futures and options; 

“London HQ” means the headquarters of the Issuer, located at 120 New Cavendish Street, London, England W1W 6XX; 

“NI 41-101” means National Instrument 41-101 – General Prospectus Requirements of the Canadian Securities 

Administrators; 

“NI 52-110” means National Instrument 52-110 – Audit Committees of the Canadian Securities Administrators; 

“NP 46-201” means National Policy 46-201 – Escrow for Initial Public Offerings of the Canadian Securities 

Administrators; 

“Offering” means the offering of Units issued during the IPO; 

“Offering Price” means the $1.50 per Unit price at which the Units are being offered for sale pursuant to the IPO; 

“Person” unless specifically indicated otherwise, means a corporation, incorporated association or organization, body 

corporate, partnership, trust, association or other entity other than an individual; 

“Preference Shares” means the preference shares, a class of shares of issued share capital of Rektron AQ UK converted 

into US$1 Ordinary Shares on July 22, 2020; 

“Principal Regulator” means the British Columbia Securities Commission; 

“Rektron AQ UK” means Rektron AQ Limited, a company incorporated under the Companies Act 2006 (UK); 

“Rektron AQ UK Warrants” means the warrants issued by Rektron AQ UK on June 16, 2022, to subscribe for 748 

US$1 Ordinary Shares 

“SEDAR+” means the Canadian Securities Administrators’ national system that all market participants will use for 

filings, disclosure, payments and information searching in Canada’s capital markets, accessible through the internet at 

www.sedarplus.ca;  

“Share Exchange Agreement” means the share exchange agreement entered into between the Issuer and Callan Partners 

Limited and Nile Flow Limited on May 5, 2023; 

“Shareholders” means the holders of Common Shares; 

“Special Warrants” means non-transferable special warrants of the Issuer, each of which is convertible into a Common 

Share on the date the Issuer receives a receipt by the regulatory authorities for the filing of the final prospectus dated 

March 4, 2024, subject to the terms and conditions set forth in the certificates representing such Special Warrant; 

“Special Warrants Issue Price” means the price of USD$1.58 per Special Warrant; 



 

“Special Warrants Private Placement” means the private placement where 2,595,917 Special Warrants were issued in 

favour of MidAtlantic Capital Associates Ltd. at an issue price of USD$1.58 per Special Warrant of the Issuer for a value 

of USD$4,101,548.86 in exchange for services;  

"Stock Option Plan" means the stock option plan approved by the Board of Directors of the Issuer on May 4, 2023, 

providing for the granting of incentive stock options to the Issuer's directors, officers, employees and consultants; 

“Stock Options” means the stock options issued pursuant to the Stock Option Plan; 

“Transfer Agent” means the transfer agent and registrar of the Issuer, being Odyssey Trust Company; 

“UK£1 Ordinary Shares” means the former ordinary shares in Rektron AQ UK of £1 each converted into ordinary shares 

of US$1.2008 and immediately subdivided into Common Shares on January 4, 2023; 

“US$1 Ordinary Shares” means the former ordinary shares in Rektron AQ UK of US$1 each subdivided into US$0.002 

Ordinary on January 20, 2023; 

“US$0.002 Ordinary Shares” means ordinary shares in Rektron AQ UK of US$0.002; 

“Units” means units of the Issuer, with each Unit comprised of one Common Share and one Warrant, of which the 

Warrants comprise a part; 

“Warrant” means the Common Share purchase warrants of the Issuer; 

“Warrant Indenture” means the warrant indenture entered into by the Issuer, as issuer, with Odyssey Trust Company 

as trustee, on August 23, 2024, pursuant to which the terms, including issuance, exercise and expiry, of the Warrants are 

set out; and 

“Warrant Share” means following adjustment, each of the Common Shares issuable on the exercise of the Warrants. 



 

 

CORPORATE STRUCTURE 

 

Name and Incorporation 

 

The Issuer was incorporated pursuant to the Business Corporations Act (British Columbia) on March 22, 2023, under 

the name “Rektron Group Inc.” 

 

The Issuer’s head office and registered and records office are located at Suite 406, 5307 Victoria Drive, Vancouver, 

British Columbia V5P 3V6, Canada. 

The Issuer is the overall parent company of the Group, which consists of companies listed under “Intercorporate 

Relationships”. The Issuer’s assets currently consist solely of interests in its wholly owned subsidiary, Rektron AQ 

UK, and the only business of the Issuer is the business of its subsidiaries.  

 

Intercorporate Relationships 

 

The founders of the Issuer are Callan Partners Limited and Nile Flow Limited. Callan Partners Limited holds 40.49% 

of the issued and outstanding Common Shares of the Issuer and Nile Flow Limited holds 49.48% of the issued and 

outstanding Common Shares of the Issuer. Callan Partners Limited is a corporation and Nile Flow Limited is a 

Gibraltar Limited Company, which is directly owned by a discretionary trust which has multiple beneficiaries of the 

family of Mr. Swapnil Mokashi and their holding depends on the date of beneficial interest being materialised.  

 

The founders of Rektron AQ UK are Kerdos Holdings Limited and Callan Partners Limited. Kerdos Holdings Limited 

is wholly owned by Mr. Swapnil Mokashi. Callan Partners Limited is wholly owned by Mr. Sanjeev Shah Tolia. 

 

The corporate structure is as follows: 

 



 

 

 

• Rektron AQ UK, incorporated in the United Kingdom, is the Issuer’s wholly owned subsidiary, a holding 

company which primarily invests in operating enterprises in the commodities sector. 

 

• DL Hudson Ltd., incorporated in the United Kingdom, is a global commodity trading firm that has entrenched 

relationships with both suppliers and clients that have a requirement for the ferrous and nonferrous metals, crude 

oil and refined oil products. DL Hudson has traders based out of its London HQ and operators on the ground in 

the company’s primary markets. 

8% 92% 

D L HUDSON DUNES 

GENERAL TRADING 

L.L.C  

(UAE) 

 

40.49% 49.48% 



 

 

• DLH Germany GmbH is a wholly owned subsidiary of DL Hudson, incorporated pursuant to the corporate laws 

of Germany. DLH Germany’s primary objective is distribution of fuel products, lubricants, and metals in the 

German region.  

 

• D L HUDSON DUNES GENERAL TRADING L.L.C is a subsidiary of DL Hudson, incorporated pursuant to 

the corporate laws of the UAE and has a Dubai-based setup, sourcing raw materials and securing offtakes in the 

Middle East. They also assist the trading activities of the wider Group. DLH Dunes profits would be declared as 

dividends only as agreed by the board and only for those holding ordinary shares - i.e. DL Hudson, its parent 

company. As per the acquisition of DLH Dunes, the seller of DLH Dunes was issued a preference share in DL 

Hudson. This preference share is held by Mr. Anand Kumar Bedi. The terms of this preference share are that DL 

Hudson will pay a preferential cash non-cumulative dividend of 2% of available profits for a relevant financial 

year. The right is solely within the rights of DL Hudson. The preference share expires on December 31, 2032. To 

date no profits or dividends have been declared for either the ordinary or preference shares. 

 

• DLH Istros Ltd. (DLH-RB), incorporated in the United Kingdom, is the Group’s physical asset-holding company, 

registered in the United Kingdom as a limited company. It owns fuel storage facilities along the Danube River in 

Europe through Inland Shipping & Supply Ltd. and River Bunker Balkans D.o.o., companies registered as limited 

liability companies in the Marshall Islands and Serbia, respectively. Profits would be declared as dividends only 

as agree by the board and only for those holding ordinary shares - i.e. DL Hudson, its parent company. As per the 

acquisition of Inland Shipping and RB Balkans, the seller was issued ordinary shares initially and then as per the 

transfer to DLH Germany, Ms. Nika Pieshkova was issued with 10 preference shares in DLH Istros Limited. This 

preference shares are held by Ms. Pieshkova. On January 31, 2022, the 10 preference shares were transferred to 

DLH Germany. As a result, Ms. Pieshkova holds 13 ordinary shares and DLH Germany holds 150 ordinary shares 

and 10 preference shares. The terms of this preference share are that DL Hudson will pay a preferential cash non-

cumulative dividend of 2% of available profits for a relevant financial year. The right is solely within the rights 

of DL Hudson. The preference share expires on 31 December 31, 2030. To date no profits or dividends have been 

declared for either the ordinary or preference shares. 

 

DESCRIPTION OF THE BUSINESS 

 

Business of the Issuer 

General 

The Issuer is the holding and parent company of Rektron AQ UK, which is the holding and parent company of DL 

Hudson. DL Hudson is the trading arm of a group of companies, of which there are several subsidiaries that support 

the Group’s global commodity trading operations. The Issuer is headquartered in Vancouver, BC, while Rektron AQ 

UK is headquartered in London, UK. The Issuer’s business strategy entails growth over the bottom-line through 

proficient trading practices, and adding value to clients whilst maintaining relations with both suppliers and clients. 

The Issuer focuses on maintaining an experienced team of management and traders, extensive geographical and 

product diversification, trading and logistical expertise, and financial and risk management. The team at the Group is 



 

composed of energy and metals traders, City of London and Wall Street bankers. The trading expertise includes 

principal energy and metals products, particularly ferrous and nonferrous metals, Energy Transition Commodities 

(“ETC”), recycled metals and crude and Euro VI-compliant refined oil products. The Issuer transacts across all 

compliant markets following the international trade regulations and guidelines. 

Services  

The Group views itself as a service provider to companies that are involved in the production and trading in metal and 

energy commodities. In the metals trading space, the Group is primarily involved in non-ferrous metals and in 

particular, aluminium, copper, lead, nickel and zinc, but also transacts in galvanised steel and iron ore. In terms of 

energy commodities, the Group trades crude oil and petroleum products that include gasoline, diesel fuel, heating oil 

and lubricants. 

The Group operates in global markets. Purchases are made from one particular geographical area, and the Group 

arranges the transport and logistics and sells the product to a buyer in another geographical region. All transactions 

adhere to the risk management policies outlined by the Group. Typically, the product is transported between different 

countries and often across continents. 

The services that the Group provides to its client companies consist of the following: 

Working capital 

As at July 31, 2024, the Issuer has an amount of USD$437.5 million of uncommitted working capital finance lines in 

place. These lines comprise of framework agreements with reputable banks and similar institutions that can accept 

transactions on a deal-by-deal basis but are not obliged to do so. This type of financing is perceived as “self-

liquidating.” These facilities finance the purchase of commodities at a point in the supply chain of commodities and 

these are repaid through the payment from the customer. Securities taken by the financing institutions comprise of the 

underlying material, transport, and credit insurances only to the extent that it is related to the transaction itself. The 

facilities provided by these institutions are letter of credit lines, transactional lines, bill of lading financing, receivables 

financing and warrants purchase financing. As at July 31, 2024, an amount of USD$43,789,000 is utilized and 

reflected in the balance sheet under “Current Liabilities” on the Issuer’s audited financial statements for year ended 

July 31, 2024.  
 

- Letter of Credit Lines: Letter of credit lines are usually utilised for the energy trading business where a 

buyer would be required to issue a documentary letter of credit to DL Hudson. The financing institution 

would, in turn, use this letter of credit from the client to issue a letter of credit to DL Hudson’s supplier. This 

is generally termed as a back-to-back letter of credit transaction. Furthermore, there are two types of letters 

of credit : stand-by letters of credit and documentary letters of credit. Stand-by letters of credit are a bank’s 

unconditional commitment to pay, while documentary letters of credit are conditional on the approval of 

cargo documents, inspection reports, etc. In our energy business, we only operate with documentary letter of 

credit, as that ensures that all documents are in order and inspected which massively reduces the risk of 

releasing payment for products that may not meet the specifications required. 

- Transactional Lines: In transactional lines, the financier assumes the direct risk of DL Hudson’s buyer. In 

particular, when the buyer is a large, reputed company, or state-owned or has a good credit rating, the 

financier would issue a letter of credit to DL Hudson’s supplier without any security from the buyer. The 

contract between the reputed buyer and DL Hudson is sufficient for the financing party.  

- Bill of Lading Financing: This is usually a working capital solution for metals trading. DL Hudson generally 

pays the supplier for the product at the loading port, and, against payment, the supplier provides DL Hudson 

the cargo documents including the bill of lading document, which is a document that describes what is being 

shipped, how much of it there is and where it is going. DL Hudson then transports the product to the 

destination port which could take 15 to 60 days depending on the location. In the case of bill of lading 

financing, the financing institution provides funds against the bill of lading document saving DL Hudson for 

waiting for the voyage to be complete to receive the payment from the buyer. 

- Receivables Financing: This is generally used for the metals business. DL Hudson provides credit to a 



 

maximum of 90 days. The credit is contingent on getting insurance coverage on the buyer, and if insurance 

limits are provided, DL Hudson would sell to clients on credit. A receivables financier would provide cash 

against these credit insured receivables. 

- Warrant Purchase Financing: Metals traded on the London Metals Exchange (“LME”) are traded as 

warrants. DL Hudson, through its brokers, buys warrants at certain geographical locations. These warrants 

are then converted to warehouse receipts at which point DL Hudson is in control of the physical product 

while the title of the product is still held by the financier as security. The metals are then shipped to the end 

buyer. A warrant financier would finance the purchase of the warrant to the point where they are converted 

to warehouse receipts, the transport and until it arrives at the destination warehouse. The buyer would then 

pay for the goods for the financier to authorise the release of the product to them. 

However, these working capital facilities are used to purchase metals and energy commodities from suppliers and 

provide flexibility to the buyer. DL Hudson’s ability to attract these financing lines is a value addition. With these 

facility lines, DL Hudson hopes to continue scaling its business as the terms offered to buyers through the facility 

lines provides them additional cashflow. All purchases are based on Incoterms 2020 (as published by the international 

chamber of commerce and available on http://Iccwbo.org). By purchasing at the port of discharge, the supplier does 

not need to finance the transport, customs, taxes, delivery and manage the logistics for the goods to be delivered to 

the end user. This is an advantage for the supplier as it indirectly provides them with working capital. This additional 

working capital enables the supplier to increase its activities. 

When selling to the customer, the Group is able to deliver the materials at various points in the supply chain including 

delivery at the production or storage location of the customer (based on Incoterms 2020). In addition, the Group can 

provide payment terms of up to 90 days. This gives the customer time to process the materials and even provide 

payment terms to their customer. That financial capacity gives the Group’s customer the ability to increase its business 

activity. 

Logistics solutions 

The Group provides logistics solutions, by arranging the transport of the materials by sea and/or by land (DL Hudson 

has not yet transported materials by air) as well as storage and dispatch from storage facilities. These solutions are 

provided through third-party service providers such as forwarders, shipping and storage companies. Although the 

physical operation is outsourced, it does require time, coordination and meticulous management to monitor these 

operations. The operations team is instrumental in ensuring that the processes and paperwork are in order, as minor 

errors could have a cost. This activity is not only performed, but also financed by the Group. The Group collaborates 

with parties such as Access World, PGS and Steinweg for storage and the large shipping liners such as MSC, Maersk, 

etc. for transport. 

Risk management 

Risk management means the mitigation of price risks and currency risks. With regards to price risk, commodities are 

subject to frequent price fluctuations as they are exchange traded (such as the London Metal Exchange for Metals or 

Intercontinental Exchange for Energy) or their reliance on daily pricing mechanisms that are published in daily updates 

such as Platts. The Group has margin lines with brokers that execute futures and derivatives on behalf of DL Hudson 

to mitigate price risk. To be able to perform this activity, the Group tries to employ a specialized, qualified and 

dedicated trading team. Furthermore, not all companies qualify to have these lines or are not granted sufficient margin 

lines to transact in larger physical trades. 

With regards to currency risk, the commodity prices are denominated in US Dollars. Suppliers that have operating 

costs in a different currency have an exposure to the fluctuation of the exchange rate between this local currency and 

the US Dollar. The same can apply to the buyer who may require the products to be sold to them in their local currency. 

The Group uses its brokerage lines to hedge these risks by trading currency, futures or derivatives. 



 

Global network 

Not all suppliers have access to customers in other countries or regions. The Group employs traders, which have 

relations with suppliers and customers across the globe. The trading business relies heavily on personal relationships 

that are developed over the years. The Group employs nine traders that are based in London UK, Geneva Switzerland, 

Dubai United Arab Emirates, Singapore, Thailand and China. These traders have international contacts and travel 

frequently to ensure that these relationships are maintained. These parties are in regular contact with our traders to 

understand the supply and demand along with the trends in the market they operate in. This regular contact with the 

suppliers and buyers provides the traders insight into the needs of the buyers and suppliers, which often evolve into 

opportunities to trade with them. The Group also has contacts with independent agents that offer deals to the traders. 

These agents are usually compensated on a commission basis for deals that are successfully completed and payment 

fully collected. 

Some customers impose a registration, which means that the supplier is acceptable to selling to and/or buying from 

them, and large suppliers have a similar process to ensure that the buyers are competent and able to buy from them. 

These registrations are based on their internal criteria but with large companies, this process is onerous and time-

consuming. A common criterion required by some customers is the ability of the Group to perform shipments and 

their financial strength. As mentioned, registration processes, particularly with major companies are lengthy and many 

companies do not qualify. This is perceived as an entry barrier in the market. The Group has registrations with various 

companies such as Petroineos Trading Limited, Aramco, British Petroleum, Trafigura, Baowu Steel Group Corp., 

Ouyeel, Jiangxi Copper Corporation etc., and Bharat Petroleum Corporation Limited. For crude oil related 

registrations, the criteria are even more burdensome, and select few companies qualify to trade with the majors.  The 

Group’s oil traders duties include exploring opportunities and starting the process of registration with a company when 

there is mutual interest. 

Transport operations in some circumstances require local presence to ensure that shipments are performed in an 

efficient and timely manner. In addition, having local presence could support the trading activity and ensure the quality 

of materials is acceptable. For instance, in transactions that involve scrap metals, it is important to have local presence 

to inspect the material before it is purchased. Furthermore, the loading operations and custom clearance of materials 

requires a local presence too. This local presence usually is established by collaborating with agents with whom the 

Group has developed a relationship over the years or by employees of the Group. The agents are compensated on a 

case-by-case basis, and we have a network of agents in the following locations:  

 

1. Manzanillo, 

Mexico 

2. Baltimore, USA 3. Barranquilla, 

Colombia 

4. Santiago, Chile 

5. Santos, Brazil 6. Rotterdam, the 

Netherlands 

7. Felixstowe, the 

United Kingdom 

8. Istanbul, Turkey 

9. Dubai, United 

Arab Emirates 

10. Durban, South 

Africa 

11. Mundra, India 12. Mumbai, India 

13. Port Klang, 

Malaysia 

14. Muara, Brunei 15. Kaohsiung, Taiwan 16. Singapore 

17. Incheon, Korea 18. Busan, Korea 19. Tianjin, China 20. Qingdao, China 

21. Shanghai, China 22. Ningbo, China 23. Hong Kong, China 24. Barcelona, Spain 

25. Vienna, Austria 26. Genoa, Italy 27. Houston, USA 28. Hamburg, Germany 

29. Tblisi, Georgia 30. Venice, Italy 

 

Business model 

The following diagram outlines the business model demonstrating the operational steps and profit generation. 



 

 

 

The process starts with our trader matching supply and demand for a specific product of a particular grade and quantity  

with a counterparty. In other words, when demand is established, the trader simultaneously locks in the supply side. 

As part of DL Hudson’s risk policy, the traders are required to ensure both sides of the transaction are firm and secured. 

The prices of commodities are denominated by market prices on exchanges such as the London Metal Exchange, 

Intercontinental Exchange or daily publication such as Platts. That means that the commodities can always be traded 

based on the quoted prices on these exchanges or publications. The prices quoted by suppliers are based on the printed 

prices on the exchanges or publications. These prices are usually on a per metric ton or per barrel basis. The supplier 

will quote DL Hudson the printed exchange price plus or minus a premium or discount along with the Incoterms. DL 

Hudson then adds its margin (service fee) based on the price and Incoterms offered to the buyer. For example, if DL 

Hudson conducts the transport and logistics, it takes the quoted price plus or minus the premium or discount, adds the 

transport cost calculated on a per metric or per barrel, hedging and finance cost and sells to the customer at a price 

accounting for the aforementioned costs. 

The transport, logistics and storage (if applicable) are provided by the Group’s network of third party providers. 

Before DL Hudson commits to a trade, the Group requires its traders to prepare a detailed proposal that outlines the 

supplier, the buyer, underlying product and its specification, quantity, purchase price, purchase Incoterms, buyer 

incoterms, shipping and logistics costs (if required), hedge costs (if required), delivery dates, purchase date, 

breakdown of the pricing formula, finance cost, etc. Each proposal is supported by a pre-calculation that shows the 

expected margin to be made on the deal. This proposal is presented to the CEO, CIO and CFO of DL Hudson. Upon 

approval the trade is executed. 

The trader then confirms the trade with the counterparties, and the trade details are sent to the operations team of the 

Group. 

The operations team then liaises with the counterparties’ back office to draft the sales contract and purchase contracts. 

These contracts are then reviewed by our in-house legal team and are sent to the management team for signoffs. Then, 

the margin (or service fee) is locked in. All contracts are prepared on the basis of Incoterms 2020 so that the transfer 

of risk in relation to the underlying material is clearly defined. 

Upon signing of the contracts, the supplier sends an invoice. This invoice is presented to the bank (or similar finance 

institution) with whom DL Hudson has working capital facilities. These working capital facilities are based on frame-

work contracts that are in place with the finance providers and these outline the type of transaction that can be placed 

along with the security(ies) required by the bank. The bank finances 100% of the purchase value, either by cash or by 

means of a Letter of Credit and takes the underlying material as a security. The bank also often requires a cash 

collateral of 10% to 20% by DL Hudson. 

The Group has transport and cargo insurances in place and in accordance with the above-mentioned framework 

agreements where the bank or financial institution is assigned as loss payee on the policy.  



 

Once the material is delivered to the customer, DL Hudson sends an invoice. At this stage, the covenants of the Letter 

of Credit applies and can be drawn down upon or in case of credit offered to the customer, it becomes a receivable. In 

case of an outstanding receivable, the bank and/or financing institution requires a credit insurance to be in place that 

covers the exposure. These banks and/or financing institutions are assigned to the policy as loss payee. 

For that purpose, the CFO of DL Hudson in collaboration with the CEO and the traders of DL Hudson are in touch 

with credit insurance companies on a quarterly basis to ensure that adequate insurance policies and limits against 

customers are in place. Before a trade proposal is approved, the credit limit from the credit insurer is checked by DL 

Hudson’s back office. 

The back office comprises of seven people who prepare the purchase and sales contracts, handle the purchase and 

sales invoices, negotiate the Letters of Credit, deal with the banks/financing institutions, take care of logistics, shipping 

in collaboration with agents or employees on the ground and are in charge of payment collections. 

Role of subsidiaries 

DL Hudson is the principal contracting party for purchases and sales except for the scrap metals and ores concentrates 

from the Middle East that DLH Dunes handles. DL Hudson employs twelve people located in London that are 

comprised of three directors, three traders, two accountants and four back-office employees. The operations and 

execution, risk, credit and finance are centralised at the London headquarters. The rest of the staff, of which there are 

there are four: one person is located in Shanghai, another at Ningbo Port, China and two people are stationed in 

Bangkok, Thailand.   

DLH Dunes’ primary area of trading is in scrap metals and ores concentrates from the Middle East. It has three 

employees that are involved in the operations that include logistics, inspections and shipping. The duties of its other 

five employees are to source raw materials (scrap, ores and concentrates). The acquisition of DLH Dunes was as a 

cashless transaction. DLH Dunes had been successfully trading in the past but had limited cashflow and was not able 

to continue to trade. Without new credit lines, it would have not been able to continue. As such, DL Hudson acquired 

DLH Dunes, took on the existing relationships and trades and introduced new credit lines from DL Hudson's existing 

banking relationships. The seller of DLH Dune was issued a preference share in DL Hudson. This preference share is 

held by Mr. Anand Kumar Bedi. This acquisition was at a commercial arm’s length and not a related party transaction 

as defined under international accounting standards.  

DL Hudson Germany GmbH is mainly in place to access financing from German banks and German financial 

institutions. Currently, no facility is in place yet, but discussions are ongoing to obtain these lines of credit. There is 

one back-office employee who is working on establishing these facilities. 

 The categories that account for 15% or more of total revenue as July 31, 2024 are Aluminum (23.1%), Minerals 

(24.3%), Zinc (14.0%) and Copper (19.71%). See Section “Products and Services” below for the product portfolio of 

the Group. 

Regulatory Framework 

A physical commodity trading business in the United Kingdom is not subject to any specific regulation as a standalone 

business activity. However, various aspects of commodity trading may be regulated depending on the nature of the 

commodities involved and the geographies traded to and from. An example of a commodity trading that is subject to 

regulation is the trade of Uranium, as well as certain grains or meats. An example of trade regulations relating to 

geographies is the sanctioning of Russian and Iranian commodities.  The Issuer does not trade in any commodities 

that require regulation or are subject to sanctions. 

However, commodity trading businesses are required to comply with anti-money laundering regulations of the 

Financial Conduct Authority in the United Kingdom to prevent money laundering and terrorist financing. The Issuer’s 

trading arm and subsidiary, DL Hudson, has a anti-money laundering policy to aid in its efforts to comply with these 

regulations.  



 

The Issuer and its subsidiaries are also subject to certain general data protection regulations. Since the Issuer’s 

subsidiary, DL Hudson, has operations in the UK and Germany, the Group has a general data protection regulations 

policy which encapsulates the European Union General Data Protection Regulation and the UK General Data 

Protection Regulation.  

The Issuer and its subsidiaries do not operate in the trade of any controlled substances or substances that are considered 

as hazardous materials by the Health and Safety Executive in the United Kingdom. Thus, the Issuer and its subsidiaries 

are not required to have any licensing or permits to that effect. Also, competition and antitrust regulations of the 

Competition and Markets Authority in the United Kingdom may apply if the Issuer were to have a significant market 

share or engaged in anti-competitive behaviour. However, the Issuer does not have a significant market share or a 

monopolistic share in any sector. 

Business Objectives 

The Group currently operates in two areas: metals and energy products. In addition to these desks, the Group plans to 

add a desk that trades agricultural commodities. For each field, the Group has defined objectives: 

 

Scaling Up of Metals Trading Activity 

 

1) Expansion of the existing book: 

The current business involves the trading of non-ferrous metals such as aluminium, copper, lead and zinc. The Group 

currently has a pipeline of potential trades in Europe and Asia. The traders of the Group have already identified 

available supply as well as customers that are willing to purchase these materials. The IPO has lead to additional cash 

that will be made available as cash collateral for the working capital facilities that are required to execute this 

additional business. At the moment, sufficient working capital facilities and insurance coverage is in place to expand 

the business, cash collateral is the element that the IPO is bringing to enable this growth.  

 

The pipeline consists of industries in Europe that use the mentioned non-ferrous metals in their principal business 

activities to whom the Company would sell. The supply would come from identified producers in Asia, the Middle 

East,South America, and Europe that produce the mentioned metals. 

 

2) Development of the trading of sustainable metals and building an asset base: 

The Group is currently engaged in the development of its Environmental, Social and Governance (“ESG”) Strategy 

and has a pipeline of metal recycling assets. These assets are short of working capital and are willing to collaborate 

with us on both the side of supply as well as the sales. Therefore, DL Hudson intends to buy the scrap from the original 

suppliers and transport them to the recycling facilities where the recycling facility essentially becomes the customer. 

And once the scrap is processed (for which the recycling facility charges a fixed fee per ton of processing), DL Hudson 

intends to purchase the recycled metals. In this manner, DL Hudson would become the buyer and the recycling facility 

the seller. DL Hudson would then sell the processed material to its customer base. The traders have identified these 

recycling facilities that have the supply and capability to process the materials that DL Hudson anticipates trading. On 

the sales side, the traders are in continuous discussion with customers and the demand is much higher than the material 

that we can offer. Therefore, at this point, the Issuer expects this to be a highly scalable business. Furthermore, recycled 

material trades at a decent discount to the LME registered metal, making it more attractive for buyers. 



 

 

Some of these recycling facilities have indicated that they want to sell a controlling part of the business to us. In the 

event that the terms are amenable, the Group is interested in progressing on these acquisitions. The Group anticipates 

that these acquisitions will increase the Group’s core trading activity, and that the addition of non-current assets will 

strengthen the balance sheet of the Group, which the Group hopes will improve its position when transacting with 

banks and financing institutions. This, in turn, can lead to an increase in working capital facilities made available. 

Note that investments are only made in line with the investment policies described in this AIF. As of the date of this 

AIF, there are no agreements entered into nor is there any definitive project/opportunity at this moment.  

 

3) Diversification into steel: 

At present, the traders have identified various opportunities to expand into steel trading as well as iron ore and similar 

raw materials. Currently, the know-how within the back office and trading desk is limited. The Group plans to hire  

experienced steel traders and back-office staff to expand into this area. With the additional working capital, the Group 

will actively pursue this expansion. 

 

The  Offering is anticipating a lead to an increase in available cash. Some of this cash will be used as collateral for 

banks, which is anticipated to lead to the ability to utilize the existing lines to a larger extent. New banks and financial 

institutions will most likely offer facilities to the Group helping grow the business further. The back office and the 

traders currently have sufficient capacity to execute these additional deals. If required, additional staff will be hired in 

London. The back-office operations can be further streamlined by the use of technology. Higher activity would justify 

such investments. 

There is currently no preference for one of the three described areas of growth. The Group will actively consider  the 

most profitable and strategic mix of opportunities. By raising the available cash, sufficient cash collateral can be 

provided to the trade finance bank. In terms of acquiring assets, a part of the proceeds may be used to finance the 

acquisition(s) in accordance with the investment policies described in this AIF. As of the date of this AIF, there are 

no agreements entered into nor is there any definitive project/opportunity at this moment.  

 

Scaling up of Energy Trading Activity 

 

(i) Expansion of the crude oil book: 

The Group has registrations with various companies to supply crude oil on a global scale. The size, scale and 

capabilities of these supplies enable us to increase the revenue of our energy book. As previously discussed in this 

section, transactions can be sold either on the basis of letters of credit or on the basis of credit insured receivables. For 

the crude oil business, the purchases as well as the sales are usually covered by letters of credit. The Group, however, 

is developing solutions with its credit insurance companies to be able to sell on the basis of receivables. This is another 

advantage that is generally not provided to buyers. Our buyers have indicated interest as credit terms would lead to 

additional demand and gives us a strategic advantage. Similar to the expansion of the metals book, the IPO has lead 

to additional cash that will be made available as cash collateral for the working capital facilities that are required to 

execute this additional business. At the moment, sufficient working capital facilities and insurance coverage is in place 



 

to expand the business, cash collateral is the element that the IPO is bringing to enable this growth. The pipeline 

mainly consists of Middle East and South American producers and customers in Asia. 

 

(ii) Balkans, Mediterranean and Central Asia: 

The Balkans region is becoming a strategic area where our group is developing a solid network mainly for oil products 

such as fuel and liquefied petroleum gas (“LPG”). This network also covers the Mediterranean area as well as Central 

Asia. The Issuer intends to develop this network by adding traders with experienced product know-how, as well as 

developing relationships on both the sourcing and sales side. The main objective is to develop continuous trading 

activities in oil products such as fuel and LPG to meet the rising demand in the Balkans. 

 

(iii) ESG initiatives and development of an asset base: 

The Balkans region is becoming a strategic area where our group is developing a solid network mainly for oil products 

such as fuel and liquefied petroleum gas (“LPG”). This network also covers the Mediterranean area as well as Central 

Asia. The Issuer intends to develop this network by adding traders with experienced product know-how, as well as 

developing relationships on both the sourcing and sales side. The main objective is to develop continuous trading 

activities in oil products such as fuel and LPG to meet the rising demand in the Balkans. 

 

Development of an Agricultural Trading desk 

In order to diversify the trading activities, the Group has broad plans to develop an Agricultural Trading desk. The 

Group is looking for products that yield a higher return than the trading activities in grains and maize (corn). The 

Group has been presented a few projects in various jurisdictions through various business relations of the Group. The 

profitability and feasibility are being assessed at a high level at present. After the Offering, the Group plans to assess 

two opportunities actively and assess the viability of these opportunities. Subsequently, the Group will recruit experts 

with adequate operational knowledge to manage and oversee these operations from London. 

 

Financial Liquidity 

The Issuer’s financial summary in terms of working capital and liquidity is as follows: 

 

• Working Capital position – USD$86,681 as of July 31, 2024 (current assets -/- current liabilities)  

 

Products and Services 

The product portfolio that the Group trades in tabulated below: 

Products 

Year Ended July 31, 2024 

(Audited) 

Year ended July 31, 2023 

(Audited) 

Net Revenue in 

$ 1,000 

In % of total  

Net revenue 
Net Revenue in $ 1,000 

In % of total  

Net revenue 

Aluminum 587,783 23.11% 665,232 32.81% 



 

Copper 501,357 19.71% 532,256 26.25% 

Lead 275,200 10.82% 100,075 4.94% 

Minerals 619,007 24.33% 477,124 23.53% 

Zinc 356,286 14.01% 149,692 7.38% 

Other Metals 189,011 7.43% 11,489 0.57% 

Oil and other products 15,206 0.59% 91,661 4.52% 

Total 2,543,850 100% 2,027,529 100% 

 

The net revenue shows the accumulated amount of products invoiced to customers exclusive of VAT and/or Sales 

Tax. This amount reconciles with the Net Revenue line in the Consolidated Statement of Income as presented in the 

audited financial statements of Rektron AQ UK for the year ended July 31, 2024.  

All the Group’s products are transported by sea and land. The commodities are sourced from countries across the 

world and sold to customers who are also globally located. It is important to note that the Group does not mine nor 

produce these commodities, but sources them in the form that they will be sold in.  

The Group’s terms and conditions with various buyers and suppliers vary but all its transactions are back-to-back i.e., 

it would only purchase from a supplier against a confirmed and secure order, and, typically, the terms with its buyer 

are matched with those of its supplier as self-liquidating trades and reducing Rektron AQ UK’s risk exposure. To 

alleviate price volatility in commodities, the Group, along with its internal expertise, has hedging lines and implements 

hedging modalities to mitigate these risks. Additionally, this team is actively involved in strategies to source 

commodities from exchanges within pre-defined pricing limits that are considered low risk, in an attempt to enhance 

the trading returns and to address potential extreme market conditions or force majeure events as set out in the “Risk 

Factors” section of this AIF. To emphasise, always, the Group’s trading strategies and exposure are actively 

monitored, and proactive measures are in place to ensure that the positions are well within our internal risk matrices. 

Notwithstanding this, if market forces and events make it impossible to maintain a position, the traders and team 

would close a position(s). 

Rektron AQ UK operates in a competitive market (examples of some global commodity trading firms are Trafigura, 

Glencore, and Bunge), and changes in global macro-economic conditions, including trade tariffs, volatility in global 

markets, supply chain constraints, and increased price competition can influence commodity prices. Crude oil prices 

and metals can remain under pressure for a prolonged period. This could subsequently result in market access 

constraints, regional and international supply shortages, reduced utilization and demand imbalances. These 

transactions are complex and the Group has traders in place that are industry experts.  As described, any trade proposal 

is reviewed by the board of directors of DL Hudson. 

Rektron AQ UK’s transaction timelines are relatively short from anywhere between one week to a maximum of 180 

days, but 90 days is the most common tenor. All of the Group’s contracts are trade-related and on occasions it enters 



 

a long-term contract with a maximum tenor of 12 months. Rektron AQ UK’s client book is diversified and within 

different geographies, varied corporate characteristics and products to reduce its dependency on any singular exposure. 

In certain circumstances, excess cash levels might exist due to the timing between transactions. In those cases, the 

Group utilizes the liquidity in treasury activities so that a return may be generated so as to compensate for the cost of 

capital. As with all trades, there could be a level of risk involved. However, the Group strives to maintain low-risk 

levels while ensuring cash buffers are available. At all times, the position(s) are sized in a manner to adhere to the 

guidelines set by the Issuer. 

Specialized Skills and Knowledge 

The Issuer and Rektron AQ UK believe that its success is dependent on the performance of its management, employees 

and partners. The Board and management of Rektron AQ UK all have significant experience in the commodities 

trading sector. Rektron AQ UK believes it has adequate personnel with the specialized skills required to successfully 

carry out its operations. 

In order to provide more detail on the experience within the Group: 

The members of the board of directors of DL Hudson that oversees the trading activities across the Group have 

extensive experience in financing and risk management. Their backgrounds are from some of the world’s most 

reputable companies, including Citibank, Goldman Sachs, Morgan Stanley, Merrill Lynch and BNP Paribas. The 

directors have worked in London and New York and come with a wealth of experience. 

The physical commodity traders are well-experienced in their area of expertise as well. All the traders of the Group 

have entrenched relations with the suppliers and buyers, relations with all third-party providers and have an intrinsic 

knowledge of the commodity(ies) they trade. Most traders, particularly on the sales side, focus on a particular 

geography. Currently our metals trading team’s area of expertise is Europe, China and South-East Asia. Our Energy 

traders sell the oil product flows mainly to the Mediterranean, while crude oil supplies are sold to India and Western 

Europe at present. The Group recently hired an oil trading team that has traded in the Balkans region for the past 18 

years. One of the Group’s long-term goal is to establish itself as a reputed supplier in the Balkans market. 

Cycles 

The products and services that comprise Rektron AQ UK’s business are not considered to be cyclical or seasonal. 

Human Resources 

The Issuer and its subsidiaries employ 5 persons in management, 11 persons in sales and 20 persons in administration.   

Their office locations are in: 

- Rektron Group Inc. in Vancouver, British Columbia; 

- Rektron AQ UK in London, UK; 

- DL Hudson in London, UK; 

- DL Hudson Germany in Karlsruhe, Germany; 



 

- DLH Istros in Vienna, Austria; 

- DL Hudson Representative Office in Sofia, Bulgaria; 

- DL Hudson Representative Office in Bangkok, Thailand; 

- DL Hudson Office in Singapore; and 

- D L HUDSON DUNES GENERAL TRADING L.L.C in the UAE. 

 

Rektron AQ UK ensures the full safety and wellbeing of its staff. In case of any unforeseen circumstances, calamities, 

war, pandemic etc., it has contingencies in place to relocate staff members to a safer jurisdiction. 

Material Restructuring Transactions 

In April 2019, the Rektron AQ UK bought two metals companies, namely PP Metal Recycling Limited (“PPMR”) 

and Metallurgy International Limited (“MIL”) in consideration of the issue of an aggregate of 20 Preference Shares. 

Following the acquisition, the issued share capital of Rektron AQ UK was 300 US$1 Ordinary Shares of which 255 

ordinary shares were held by Kerdos Holdings Limited (“Kerdos”) and 45 ordinary shares were held by Callan 

Partners Limited (“Callan”) and 20 Preference Shares held by the vendor of PPMR and MIL, Mr. Prateek Pali. 

Subsequently, it was agreed with the vendor of PPMR and MIL to reverse the transactions and in July 2020 of PPMR 

and MIL were transferred back to the vendor, the Preference Shares were transferred to Kerdos and Callan as per their 

respective shareholding proportions without any trailing liabilities, termination obligations, or other consequences. 

On July 31, 2020, the ultimate beneficial owner of Kerdos having decided to take a less active management role and 

concentrate of other business areas and to recognise the greater responsibility of Callan, there was an initial 

restructuring of Rektron AQ UK’s equity. Under this restructuring of the Preference Shares were, first, converted into 

US$1 Ordinary Shares and, second, 224 US$1 Ordinary Shares and 60 B Non-Voting Ordinary Shares were issued to 

Callan so that the equity of Rektron AQ UK was held 55% by Callan and 45% by Kerdos. In addition, Rektron AQ 

UK granted to Kerdos warrants to subscribe for 979 A Non-Voting Ordinary Shares (the “2020 Warrants”).  

On June 16, 2021, the equity of Rektron AQ UK was further restructured so that Callan acquired from Kerdos its 272 

US$1 Ordinary Shares, and the B Non-Voting Ordinary Shares held by Callan were converted into US$1 Ordinary 

Shares so that Callan was the holder of the whole of the share capital of Rektron AQ UK which was denominated as 

US$1 Ordinary Shares. At the same time, the 2020 Warrants were surrendered, and Kerdos was issued with warrants 

(the “Rektron AQ UK Warrants”) of Rektron AQ UK, having the right to subscribe at par for 748 US$1 Ordinary 

Shares representing 55% of the ordinary share capital as diluted by the issue of such US$1 Ordinary Share, expiring 

in October 2072. 

On October 12, 2022, the Rektron AQ UK Warrants were transferred by Kerdos to Nile Flow Limited (“Nile Flow”). 

The transfer price was a par value of $1 per share for total proceeds of $748. This transaction is a related party 

transaction pursuant to international accounting standards as the holding changed from a sole ownership of Mr. 

Swapnil Mokashi at Kerdos to a family holding at Nile Flow Limited for the beneficiaries of the Mokashi family. 

Although Swapnil Mokashi himself is not a beneficiary, it is still considered a related party transaction as direct family 

members are the beneficiary of the trust. 



 

It was originally contemplated that the Offering would be by way of the offer of securities in Rektron AQ UK which 

required that it be registered as a public limited company. Accordingly, on January 4, 2023, to satisfy the capital 

requirements of the Companies Act to enable Rektron AQ UK to be re-registered as a public limited company, Rektron 

AQ UK capitalised £55,080 of its reserves which sum was applied to the allotment and issue as a bonus issue to Callan 

of 55,080 UK£1 Ordinary Shares. On January 20, 2023, Rektron AQ UK was re-registered as a public limited company 

and the UK£1 Ordinary Shares were re-dominated as US$1.2008 ordinary shares and then, together with the issued 

US$1 Ordinary Shares subdivided into US$0.002 Ordinary Share resulting in Callan holding 33,376,077 US$0.002 

Ordinary Shares. 

The terms of Rektron AQ UK Warrants provided for the adjustment of the number of shares and the exercise price for 

each warrant upon an “Adjustment Event” which included any sub-division, capitalisation or bonus issue. In order to 

adjust the right of the Rektron AQ UK Warrants to reflect the bonus issue to Callan of the 55,080 UK£1 Ordinary 

Shares, a resolution was passed to capitalise up to £67,320 of Rektron AQ UK’s reserves to be applied to the allotment 

and issue of ordinary shares to the holders of the Rektron AQ UK Warrants.  As adjusted to take account of the re-

denomination and sub-division, the Rektron AQ UK Warrants, accordingly, represented the rights to acquire 

40,792,983 US$0.002 Ordinary Shares. 

It was then determined that the Offering would be made by the Issuer and, accordingly, there was no need for Rektron 

AQ UK to remain as a public limited company. Accordingly, on March 28, 2023, Rektron AQ UK was re-registered 

as a private limited company. 

Nile Flow exercised the Rektron AQ UK Warrants in full on May 4, 2023. Following the exercise of the Rektron AQ 

UK Warrants and the bonus issue to the holders of the Rektron AQ UK Warrants a total of 74,169,060 Ordinary Shares 

in Rektron AQ UK are issued and outstanding, as follows: 33,376,077 US$0.002 Ordinary Shares (45%) were held 

by Callan and 40,792,983 US$0.002 Ordinary Shares (55%) were held by Nile Flow. 

Share Exchange Agreement 

The Issuer was incorporated on March 22, 2023. Subsequently, the Issuer entered into a Share Exchange Agreement 

with Callan and Nile Flow on May 5, 2023, whereby Callan and Nile Flow agreed to transfer an aggregate of their 

74,168,960 US$0.002 Ordinary Shares to the Issuer and the Issuer issued in consideration 33,376,032 Common Shares 

to Callan and 40,792,928 Common Shares to Nile Flow for a deemed price of USD$0.01 per Common Share. The 

consideration was rounded to the nearest cent from the existing par value of the US$0.002 Ordinary Shares as part of 

the corporate reorganization. In addition, the Issuer had 100 incorporation Common Shares which were held as 55 by 

Nile Flow and 45 by Callan. These Common Shares were added to the shares of the Share Exchange Agreement. 

Thereby, following the share exchange and adding the founders’ Common Shares, the full outstanding and issued 

share capital of the Issuer is 33,376,077 held by Callan and 40,792,983 held by Nile Flow as of May 5, 2023. All in 

all, the beneficial ownership transferred to the Issuer on May 5, 2023. Subsequently, the Issuer applied to the UK 

Authority, HM Revenue Customs (the “HMRC”), for relief from stamp duty in order to be exempt from paying any 

transaction fee on the Share Exchange Agreement structure. On October 16, 2023, the HMRC granted  a relief from 

stamp duty, which means that legal ownership transferred to the Issue and the transaction closed on that date. 



 

Investment Process and Policies 

Each subsidiary has its own investment committee that determines the risk factors of transactions proposed to them. 

These sub-committees would subsequently propose transactions to the CIO. Finally, the CIO would seek approval 

from the Group-Level Investment Committee. The processes are adhered to for both physical commodity trading and 

paper trading. Major considerations are evaluated by the Group Investment Committee, including the following: 

- Market risks arising from changes in the premium / discount and prices of Rektron AQ UK’s commodity 

holdings (“physical” and “paper”) which may have an adverse effect on Rektron AQ UK’s financial 

condition; 

- Market liquidity risk which determines the challenges to exit the market at fair price.  

An overall trading policy, including a list of appropriate trading limits, should be clearly established at the outset to 

govern the trading activities of the Group. All approved trading limits must be adhered to. When a breach of trading 

limit occurs, designated directors and traders are required to take active and prompt corrective measures to bring its 

exposure down below the approved limits, unless ad-hoc approval is put forth and approved by the Investment 

Committee. 

The Group undertakes the following evaluation of credit risk of the counterparty(ies): 

• Liquidity risk management to ensure there are no cashflow mismatches, ample liquidity funding, margin 

calls, etc.; 

• Operational, jurisdictional and logistics risk; 

• Risk to on the ground staff; 

• Environmental considerations; and 

• Legal and reputational risk. 

The members of the Investment Committees of the Group 

DL Hudson Limited Moises Michan Portillo, CEO 

Ricardo Phielix, CEO of Rektron Group and CFO of DL Hudson 

Markos Petrocheilos, Consultant  
D L HUDSON DUNES GENERAL 

TRADING L.L.C 

Moises Michan Portillo, CEO 

Ross Friedman, Senior Metals Trader 

Jennifer Wang, Head of Metals, China  

Markos Petrocheilos, Consultant 

DLH Istros 

 

Moises Michan Portillo, COO 

Saeid Mohseni, Head of Energy  

Markos Petrocheilos, Consultant 

DL HUDSON Germany GmbH 

 

Ricardo Phielix, CEO of Rektron Group and CFO of DL Hudson  

Moises Michan Portillo, COO of Issuer 

Markos Petrocheilos, Consultant 

 



 

Social and Environmental Policies 

Rektron AQ UK is focused on sustainability to contribute in the efforts to reduce the emission of greenhouse gases. 

ETCs, including copper and nickel, are fundamental commodities required for global economies to transition towards 

more renewable energy sources. This basket of commodities is anticipated to be under sustained and consistent 

demand over the coming decade as economies struggle to ensure stable supply-chains and supply volumes to meet its 

energy-transition requirements, as stipulated in the Paris Agreement1. These commodities can only be sourced from 

specific geographic locations due to mineral deposits, and so ensuring strong relationships, established mining and 

trading partners, and long-term supply arrangements to industry, which also must be diversified for redundancy, is a 

minimum requirement. 

Bankruptcy and Similar Procedures 

There are no bankruptcies, receiverships or similar proceedings against the Issuer and Rektron AQ UK nor is the 

Issuer or Rektron AQ UK aware of any such pending or threatened proceedings. There has not been any voluntary 

bankruptcy, receivership or similar proceeding by the Issuer and Rektron AQ UK since its incorporation. 

History 

On June 15, 2018, the UK£1 Ordinary Shares of Rektron AQ UK were redenominated from £1 to $1.34. The reason 

for the redenomination was because Rektron had just been incorporated and the initial partners had agreed an equity 

share and all other companies were denominated in US dollars. Immediately following the redenomination, the 100 

ordinary shares of $1.34 each were, first, consolidated into one ordinary share with a nominal value of $134 which 

was then subdivided into 134 US$1 Ordinary Shares. 

 

On April 26, 2019, Rektron AQ UK’s share capital increased to 300 US$1 Ordinary Shares and 20 Preference Shares. 

Kerdos held 255 US$1 Ordinary Shares, Callan held 45 US$1 Ordinary Shares and Mr. Pali held 20 Preference Shares. 

Mr. Pali was the owner of MIL and PPMR, which had been acquired by Rektron AQ UK, pursuant to which Rektron 

AQ UK issued 20 Preference Shares to Mr. Pali as part of the consideration. The transaction was unwound, because 

Mr. Pali had decided to reverse retirement decisions and the Preference Shares were sold back by Mr. Pali on January 

7, 2020 (see below). Both transactions were at arm’s length. 

 

On August 13, 2019, DLH-RB has entered into an arm’s length agreement (and not a related party transaction as 

defined under international accounting standards) with respect to the acquisition of two companies: 

- First, the share sale and purchase agreement with Mr. Yuriy Peshkov (the “Seller”) whereas the Seller has 

agreed to sell and DLH-RB has agreed to buy the issued share capital of Inland Shipping and Supply Ltd. 

(“Inland”) of 50,000 ordinary shares free from all encumbrances and together with all rights, title and 

interest, which includes fuel storage facilities along the Danube River therein for consideration shares of six 

(6) ordinary shares in the capital of DLH-RB. Inland is a company registered on the Marshall Islands and 

 
1 The Paris Agreement is a legally binding international treaty on climate change. It was adopted by 196 Parties at the UN Climate 

Change Conference (COP21) in Paris, France, on 12 December 2015. It entered into force on 4 November 2016.  



 

incorporated in accordance with the laws of the Marshall Islands. 

- Second, the share sale and purchase agreement with the Seller where the Seller has agreed to sell and DLH-

RB has agreed to buy the issued share capital of River Bunker Balkans D.O.O. (“RBB”) of 50,000 ordinary 

shares free from all encumbrances and together with all rights, title and interest, which includes fuel storage 

facilities along the Danube River therein for consideration shares of seven (7) ordinary shares in the capital 

of DLH-RB. RBB is registered in Serbia and incorporated in accordance with Serbian law. 

 

On February 25, 2020, DL Hudson has entered into a trading facility letter to Sucden Financial Limited (“Sucden”) 

according to the terms set out therein. There were a variety of different facilities within the overall set up and on an 

ongoing basis. The facility was guaranteed by Rektron AQ UK. These facilities included: 

- futures and options trading with call facility of $50,000,000 and having an initial limit of $6,000,000 with 

initial margin of $3,000,000 and variation margin of $1,000,000; 

- LME warrant financing facility with a financing amount of $20,000,000 on a rolling basis to a maximum of 

three month;  

- Standalone OTC FX facility with a net exposure limit of $2,000,000 and a spot tenor; 

- Non deliverable forward facility with a net exposure limit of $12,000,000 and a spot an/or forward six months 

from contract date tenor; 

 

On April 7, 2020, Rektron AQ UK has entered a deed of guarantee (the “Deed of Guarantee”) as guarantor in 

connection with obligations arising under transactions between Sucden as beneficiary and DL Hudson as obligor, 

under the terms of business provided by Sucden. Sucden provides DL Hudson a trading facility, as well as the 

following: 

- Futures & Options Facility (Trading Limit: $6 million); 

- LME Warrant Financing (Financing Amount: $40 million); and 

- FX Spot Credit Line (Net Exposure: $2 million).  

 

On January 7, 2020, Mr. Pali has transferred his 20 Preference Shares in the following manner: 17 Preference Shares 

to Kerdos and 3 Preference Shares to Callan.  

 

On July 31, 2020, Rektron AQ UK converted and redesignated the Preference Shares as US$1 Ordinary Shares. Also, 

Rektron AQ UK issued 224 US$1 Ordinary Shares and 60 B Non-Voting Ordinary Shares to Callan and issued the 

2020 Warrants to subscribe to Kerdos to subscribe for 979 A Non-Voting Ordinary Shares.   

 

On January 15, 2021, Rektron AQ UK acted as guarantor in a facility agreement (the “Facility Agreement”) between 

DL Hudson acting as borrower and Artis Loanco 1 PLC (“Artis”) acted as lender initially up to a maximum of 

$10,000,000 but with an ability to increase in tranches of USD10,000,000 to a maximum of USD40,000,000 (i.e. 

tranche A, tranche B, tranche C and tranche D). Each tranche was on a time released basis so tranche B would be 

drawn after three months from the date of the Agreement, tranche C after six month and tranche D after 9 months. 

Each trade finance had to be pre-approved, and insurance covered from buyer/seller and product. The facility was 



 

governed under usual and standard loan facility terms was part of an overall lending programme as managed by Artis 

so all terms to all borrowers were identical. On the same date, the parties entered into an English Law security 

assignment (the “Security Assignment Deed”) pursuant to which, among other things, the DL Hudson granted certain 

security in favour of  Artis. The entire facility was guaranteed by Rektron AQ UK. 

 

On March 2, 2021, the Facility Agreement and the Security Assignment Deed were amended by the parties in a 

supplemental document, the deed of amendment (the “Deed of Amendment”), regarding the accepted bill of exchange 

and the form of notice of assignment set out therein.  

 

On June 16, 2022, Kerdos transferred to Callan the 272 US$1 Ordinary Shares held by it, the 60 B Non-Voting 

Ordinary Shares and Callan subscribed for 8 US$1 Ordinary Shares so that Rektron AQ UK’s issued share capital 

comprised of 612 US$1 Ordinary Shares all of which were held by Callan. On the same day Kerdos surrendered the 

2020 Warrants and were issued with the Rektron AQ UK Warrants being warrants to subscribe for 748 US$1 Ordinary 

Shares.  

 

On July 21, 2022, Rektron AQ UK has executed an engagement letter with MidAtlantic Capital Associates Ltd. 

(“MidAtlantic”) (the “MACA Engagement Letter”) to provide services as a consultant with connection to the IPO 

and subsequent listing on a stock exchange in Canada and to facilitate the introduction of agents for the IPO. On May 

26, 2023, this agreement has been amended (the “MACA Amending Agreement”). On January 29, 2024 the MACA 

Amending Agreement was further amended into a second amending agreement (the “MACA Second Amending 

Agreement”). As consideration, MidAtlantic has received 2,595,917 Special Warrants as part of the Special Warrants 

Private Placement. For the 12 months following the listing on the CSE, the Issuer will give a valid mandate to 

MidAtlantic to search for an investor relations firm who shall promote the affairs of the Issuer for recognition on social 

media and with various and recognized broker dealers. The following table provides a breakdown of securities issued 

and issuable to MidAtlantic: 

Securities Issued or to be 

Issued 

Number of securities 

issued 

Nature of the 

Consideration 

Special Warrants 2,595,917 Services 

 Notes: 

(1) The Special Warrants were exercised on the date the Issuer received the receipt issued by the securities regulators 

for the final prospectus dated March 4, 2024, at which time each Special Warrant were automatically exercised 

into one Common Share. Such automatic exercise occurred on March 5, 2024.  

 

On October 12, 2022 Kerdos transferred all its rights in the Rektron AQ UK Warrants to Nile Flow. 

 

On May 5, 2023, the Issuer has entered into the Share Exchange Agreement with Callan and Nile Flow, whereby 

Callan and Nile Flow agreed to exchange their US$0.002 Ordinary Shares to the Issuer and the Issuer has issued in 

consideration 33,376,077 Common shares to Callan and 40,792,983 Common shares to Nile Flow for a deemed price 

of $0.01 per Common Share. As such, the beneficial ownership transferred to the Issuer on May 5, 2023.  



 

On August 1, 2023, the Issuer applied for relief from stamp duty with the HMRC in order in order to be exempt from 

paying any transaction fee on the Share Exchange Agreement structure. 

On October 16, 2023, the HMRC has granted relief from stamp duty, which means that legal ownership transferred to 

the Issuer and the transaction closed on that date. 

On March 5, 2024, the Issuer has obtained its initial Final Receipt from the Principal Regulator, which automatically 

converted the Special Warrants into 2,595,917 Common Shares of the Issuer following the issuance of the Final 

Receipt by the Principal Regulator for the final prospectus of the Issuer dated March 4, 2024. 

On June 28, 2024, the significant shareholders, Callan and Nile Flow entered into surrender of Common Shares 

agreements, whereby a total of 11,500,000 Common Shares held by Callan (5,175,000 Common Shares) and Nile 

Flow (6,325,000 Common Shares) are to be surrendered automatically for cancellation by the Issuer upon closing of 

the IPO for no consideration, which became effective on August 23, 2024. 

On June 28, 2024, the Issuer and the Agent entered into a first amending agency agreement in order to modify the 

terms of the IPO. 

On July 4, 2024, the Issuer obtained its first amended Final Receipt from the Principal Regulator for the filing of a 

first amended and restated final prospectus dated June 28, 2024.  

On August 7, 2024, the significant shareholders, Callan and Nile Flow entered into second surrender of Common 

Shares agreements, whereby a total of 9,500,000 Common Shares held by Callan (4,275,000 Common Shares) and 

Nile Flow (5,225,000 Common Shares) are to be further surrendered automatically for cancellation by the Issuer upon 

closing of the IPO for no consideration, which became effective on August 23, 2024. 

On August 12, 2024, the Issuer and the Agent entered into a second amending agreement of the Agency Agreement 

in order to further modify the terms of the IPO. 

On August 13, 2024, the Issuer obtained its second amended Final Receipt from the Principal Regulator for the filing 

of a second amended and restated final prospectus dated August  12, 2024. 

On August 23, 2024, the Issuer closed its IPO by way of issuance of 3,333,334 units of the Issuer (the “Units”) at a 

price of US$1.50 per Unit (the “Offering Price”) for aggregate gross proceeds of US$5,000,001. The Offering was 

led by Research Capital Corporation, as the sole agent and sole bookrunner (the “Agent”). Each Unit consists of one 

common share of the Issuer (a “Common Share”) and one common share purchase warrant of the Issuer (a 

“Warrant”). Each Warrant is exercisable to acquire one Common Share (a “Warrant Share”) at an exercise price of 

US$2.25 per Warrant Share at any time until August 23, 2027. The Issuer will use the net proceeds of the offering for 

scaling up the Issuer’s trading activities, the costs related to the Offering including selling commissions and other fees, 

and for working capital requirements and other general corporate purposes. The Agent has been paid a cash 

commission equal to 7.0% of the gross proceeds from the sale of the Units pursuant to the Offering (reduced to 3.5% 

on the proceeds from the sale to the President's List), together with a cash corporate finance fee of $75,000 (plus 



 

applicable tax). Additionally, the Issuer has granted compensation options to the Agent entitling the Agent to purchase 

up to 163,116 Units at the Offering Price, exercisable on or before August 23, 2027. Each Unit is exercisable under 

the same terms as the Units issuable pursuant to the Offering. Moreover, the Issuer amended the Escrow Agreement 

in order to reflect the effective number of Common Shares held by Callan and Nile Flow that were surrendered and 

subsequently cancelled.  

On August 26, 2024, The Common Shares issued pursuant to the Offering has commenced on the Canadian Securities 

Exchange (the “Exchange”) under the symbol “REK.U”. 

On August 26, 2024, the Issuer appointed PKF Littlejohn LLP as its auditors.  

On September 13, 2024, the Issuer announced that its Common Shares began trading on the Frankfurt Stock Exchange 

(the “FSE”) and on the Tradegate Exchange (“TE”) under the ticker symbol “F75”.  

On September 13, 2024, the Issuer also announced the appointment of Mr. Moises Michan Portillo as the Chief 

Operating Officer of the Issuer. 

On September 13, 2024, the Issuer announced that it entered into an arm’s length agreement with MACA to provide 

to the Issuer strategic communication and investor awareness services in North America and Europe, assisted the 

Company to arrange listing on the FSE and TE, as well as advertising and increasing online exposure on social media 

platforms. The consideration to be paid is USD$250,000 a year. The agreement is in effect until August 31, 2025, 

renewable with the consent of the parties for an additional year.  

On September 13, 2024, the Issuer has engaged Independent Trading Group Inc. (“ITG”) to provide market-making 

services in accordance with the policies of the CSE. Pursuant to the engagement, ITG will trade Common Shares of 

the Issuer on the CSE with the objective of maintaining a reasonable market and improving the liquidity of the Issuer’s 

Common Shares. Under the agreement, ITG will receive compensation of C$6,000 per month, plus taxes, payable 

monthly in advance. The agreement is for an initial term of one month and will renew automatically for additional 

one-month terms unless terminated. The agreement may be terminated by either party with 30 days' notice. There are 

no performance factors contained in the agreement and ITG will not receive shares or options of the Issuer as 

compensation. ITG and the Issuer are unrelated and unaffiliated entities and at the time of the agreement, neither ITG 

nor its principals held an interest, directly or indirectly, in the securities of the Issuer. ITG is a member of the Canadian 

Investment Regulatory Organization (CIRO) and can access all Canadian stock exchanges and alternative trading 

systems. The capital and securities required for any trade undertaken by ITG as principal will be provided by ITG. 

On October 15, 2024, the Issuer announced that its wholly-owned subsidiary Dl Hudson entered into a $50 million 

credit facility agreement with Saudi EXIM Bank (the “EXIM Facility”). The EXIM Facility is a revolving facility 

and bears an interest rate of SOFR + 1.45% due on the 90th day from the date of disbursement. The EXIM Facility is 

available for a period of twelve (12) months from the date of signing of the EXIM Facility. 

On October 25, 2024, the Issuer announced that it reached an agreement with Mr. Ricardo Phielix, director and CEO 

of the Company and Mr. Manny Bettencourt, director, CFO and Corporate Secretary (together, the “Departing 



 

Directors”), pursuant to which the Departing Directors have agreed to resign from their positions with the Company, 

on or before November 30, 2024. 

On October 28, 2024 the Issuer signed a Share Purchase Agreement with two parties for the sale of 100% of the shares 

of its subsidiary Inland Shipping & Supply Ltd. which holds its river bunker assets. The total purchase price net of 

intercompany balances is $36,537,003. The purchaser will pay $5,000,000 on closing and the seller will provide a 

vendor take back loan for the remainder of the balance. It is expected that the purchase will be fully paid prior to 

March 31, 2025, and the loan bears interest at 8% per annum. 

On October 29, 2024, Mr. Michael Stier has resigned as a director of the Issuer.  

On November 20, 2024, the Issuer appointed Mr. Satyam Bhasin as a director.  

 

RISK FACTORS 

The Issuer and its Group are in the business of trading of commodities, which is a highly speculative endeavor. An 

investment in the Common Shares involves a high degree of risk and should be considered speculative. An investment 

in the Common Shares should only be undertaken by those persons who can afford the total loss of their investment. 

You should carefully consider the risks and uncertainties described below, as well as other information contained in 

this AIF. The risks and uncertainties below are not the only ones the Issuer and its Group face. Additional risks and 

uncertainties not presently known to the Issuer and the Group or that the Issuer and the Group believe to be immaterial 

may also adversely affect the Issuer and the Group’s business. If any of the following risks occur, the Issuer and the 

Group’s business, financial condition and results of operations could be seriously harmed, and you could lose all or 

part of your investment. 

 

Risks Related to the Commodities Trading Sector 

Volatility of Commodity Prices 

Changes in global macro-economic conditions, including trade tariffs, volatility in global markets, supply chain 

constraints, and increased price competition can influence commodity prices. Crude oil prices and metals can remain 

under pressure for a prolonged period. This could subsequently result in market access constraints, regional and 

international supply shortages, reduced utilization and demand imbalances. The uncertainty and increased risk caused 

by volatile commodity markets is mitigated using financial derivatives to hedge the positions the Issuer takes. 

Fluctuations in currency exchanges rates 

The Issuer and Group find their suppliers and customers across the globe, while operations and operating costs are 

spread across several different countries and currencies. Fluctuation in exchange rates, in particular, movements in 

Euro and Sterling against the Dollar, may have a material impact on the Issuer and the Group’s financial results. Note 

that the business is mainly executed on a dollar basis on the purchasing, selling as well as the financing side. If currency 

is not naturally hedged through back-to-back deals, the exposure is hedged through adequate instruments. 



 

Government or Regulatory Policy 

The industry is also subject to regulation and intervention by governments including changes in government policy, 

regulation, involvement of other laws, and environmental protection, potentially materially impacting the Issuer and 

the Group’s ability to transact. Management follows these developments in order to ensure that the Issuer and the 

Group can flex its strategy as needed. 

Climate Change and Emissions 

Climate change may cause more frequent and severe weather events, diminished biodiversity, and changing weather 

factors such as fluctuating temperatures, precipitation, wind, and water levels. Physical risks from climate change may 

also result in operational or supply chain delays, depending on the nature of the event. The Issuer and the Group are 

also subject to reputational risks associated with climate change, including its stakeholders’ initiatives to transition to 

a lower-carbon economy. These factors, as well as others resulting from climate change, could adversely impact the 

business, financial condition or results of operations. Existing and future laws and regulations in support of a transition 

to low-carbon energy and climate change action may impose significant constraints on fossil fuel development. 

Among other sustainability goals, the Issuer and the Group have committed to enhancing their business in ETC such 

as nickel, cobalt and copper along with lower sulphur fuels, biofuels etc. The Group is also working on reducing its 

Scope 1 and Scope 2 emissions. 

Competition 

The global oil and metals industry is highly competitive in many aspects, including the exploration for and the 

development of new sources of supply, the acquisition of crude oil and natural gas interests, and the mining of 

sustainable commodities. The increasing volatility of the political and social landscape add complexity. There is a risk 

that increased competition could cause costs to increase, put further strain on existing infrastructure and cause margins 

to be volatile, and impact demand for the Issuer’s products, which could have a material adverse effect on the Issuer 

and the Group’s business, financial condition and results of operations.  

Access to Capital and Liquidity 

With the volatility in commodity prices, access to sufficient capital and liquidity is critical in enabling the Issuer and 

the Group to operate. The Issuer and the Group’s growth plans are also highly dependent upon having access to 

adequate capital and liquidity. Investors and stakeholders increasingly compare companies based on climate-related 

performance. Failure to achieve the Issuer and the Group’s greenhouse gas emissions intensity reduction targets and 

goals, or a perception among financial institutions and investors that such targets and goals are insufficient, could 

adversely affect the Issuer and the Group’s reputation and ability to attract capital. It is important that the Issuer and 

the Group has access to different lines of financing and use of available headroom with their financiers helps to 

mitigate the liquidity risk. 



 

Credit Risk 

The Issuer and the Group are exposed to the credit risk of their customers in the ordinary course of the business. 

Generally, the customers are otherwise considered creditworthy or provide the Issuer and the Group security to satisfy 

credit concerns. However, the Issuer and the Group cannot predict to what extent their business would be impacted 

by deteriorating conditions in the economy, including possible declines in their customers’ creditworthiness. It is 

possible that customer payment defaults, if significant, could adversely affect their earnings and cash flows. The Issuer 

and the Group currently have credit insurance to cover credit receivables which is used to mitigate this risk. 

Margin Risk 

Difficulty arises if the Issuer and the Group make losses on the utilisation of options to manage the risks in the 

portfolio, which results in reduced levels of liquidity. The daily management of cash flows and liquidity is essential 

to the operation of the business so they can meet repayment obligations.  

Infrastructure, Transport and Counterparties 

The Issuer and the Group physically move commodities around the globe. Although the logistics and counterparties 

are carefully assessed before accepting and entering a transaction, the risk exist that despite careful planning and 

communication infrastructure is (temporarily) not available and transport does not function as expected. The same 

applies to the counterparties that are used in these processes. 

Financial Institutes 

The business of the Issuer and the Group is mainly financed through trade finance and similar working capital 

solutions. In the case that these sources of financing are (temporarily) unavailable, this could negatively impact the 

Issuer and the Group’s business. Similarly, their business is insured with reputable insurance companies. In some 

circumstances, however, the Issuer and the Group might not be adequately insured and/or the insurance company 

might not perform as agreed or intended. 

Errors in IT 

The Issuer and the Group are using information and communication technology to run their business. Although their 

infrastructure is carefully designed and a team is involved to monitor and maintain it, unforeseen changes or events 

could adversely affect their business. 

Tax Law Environment 

The Issuer and the Group operate in multiple countries around the globe. Adjustments in tax regimes could adversely 

affect our business. 

Legal 



 

In trading, the Issuer and the Group enter into a multitude of contracts with suppliers, customers and service providers. 

Although the Issuer and the Group intend to carry out any contractual commitment and are selective in choosing its 

counterparts, the risk remains that a situation arises that will lead to legal arbitration and subsequent adverse effects. 

Risk Related to the Issuer, its Business and Securities 

The Issuer is a Holding Company 

The Issuer is a holding company and essentially all of its assets are the capital stock of its subsidiaries in each of the 

markets the Issuer operates in. As a result, investors in the Issuer are subject to the risks attributable to its subsidiaries. 

As a holding company, the Issuer conducts substantially all of its business through its subsidiaries, which generate 

substantially all of its revenues. Consequently, the Issuer’s cash flows and ability to complete current or desirable 

future enhancement opportunities are dependent on the earnings of its subsidiaries and the distribution of those 

earnings to the Issuer. The ability of these entities to pay dividends and other distributions will depend on its operating 

results and will be subject to applicable laws and regulations which require that solvency and capital standards be 

maintained by such companies and contractual restrictions contained in the instruments governing its debt. In the event 

of a bankruptcy, liquidation or reorganization of any of the Issuer’s material subsidiaries, holders of indebtedness and 

trade creditors may be entitled to payment of its claims from the assets of those subsidiaries before the Issuer. 

Investors May Lose Their Entire Investment 

An investment in the Common Shares is speculative and may result in the loss of an investor's entire investment.  Only 

potential investors who are experienced in high-risk investments and who can afford to lose their entire investment 

should consider an investment in the Issuer. 

Volatile Market Price for the Issuer’s Common Shares 

In recent years, the securities markets in the United States and Canada have experienced a high level of price and 

volume volatility, and the market prices of securities of many companies have experienced wide fluctuations in price 

which have not necessarily been related to the operating performance, underlying asset values or prospects of such 

companies.  There can be no assurance that continual fluctuations in price will not occur. It may be anticipated that 

any quoted market for the Common Shares will be subject to market trends generally, notwithstanding any potential 

success of the Issuer in creating revenues, cash flows or earnings.  The value of Common Shares distributed hereunder 

will be affected by such volatility. 

The wide fluctuations are in response of numerous factors, many of which will be beyond the Issuer’s control, 

including, but not limited to the following: 



 

• actual or anticipated fluctuations in the Issuer’s quarterly results of operations; 

• recommendations by securities research analysts; 

• changes in the economic performance or market valuations of companies in the commodities trading industry; 

• addition or departure of the Issuer’s executive officers and other key personnel; 

• sales or perceived sales of additional Common Shares, or other classes of shares of the Issuer; 

• operating and financial performance that vary from the expectations of management, securities analysts and 

investors; 

• regulatory changes affecting the commodities trading sector generally and the Issuer’s business and 

operations both domestically and abroad; 

• regulatory changes affecting businesses generally within jurisdictions in which the Issuer operates or does 

business both domestically and abroad; 

• announcements of developments and other material events by the Issuer’s or its competitors; 

• fluctuations to the costs of vital production materials and services; 

• significant acquisitions or business combinations, strategic partnerships, joint ventures or capital 

commitments by or involving the Issuer or its competitors; 

• operating and share price performance of other companies that investors deem comparable to the Issuer or 

from a lack of market comparable companies; and 

• news reports relating to trends, concerns, technological or competitive developments, regulatory changes and 

other related issues in the Issuer’s industry or target markets. 

Evolving Business Strategy 

While the Issuer and the Group have existing operations and are generating revenues, they plan to expand their 

operations and staff to meet the requirements of their business initiatives. The commercial response to the product 

offerings is still uncertain, and although the Issuer and the Group believe that their strategy incorporates advantages 

compared to other commodities trading business models, if consumers do not respond favorably to the Issuer and the 

Group’s products or if it takes longer to develop their products or establish their customer base or it proves to be more 

costly than currently anticipated to develop their businesses, revenues may be adversely affected. 

The Issuer Has Two Significant Shareholders 

Callan and Nile Flow hold respectively 40.49% and 49.48% and of the issued and outstanding Common Shares. 

Despite 89.97% of their Common Shares are held in regulatory escrow, as a result of the significant holdings, there is 

a risk that the Issuer’s securities are less liquid and trade at a relative discount compared to circumstances where a 

significant shareholder does not have the ability to influence or determine matters affecting the Issuer. Additionally, 

there is a risk that its significant interests in the Issuer discourages transactions involving a change of control, including 

transactions in which an investor, as a holder of the Issuer’s securities, would otherwise receive a premium for its 

securities in the Issuer over the then current market price. Further, as long as Callan and Nile Flow maintain their 

current ownership interest in the Issuer, it may be able to exert influence over matters that are to be determined by 

votes of the holders of Common Shares. There is a risk that the interests of Callan and Nile Flow may differ from 

those of other shareholders. 



 

Discretion in the Available Funds 

Management has discretion concerning the use of the Issuer’s available funds, as well as the timing of its expenditure. 

As a result, investors will be relying on the judgment of management for the application of the Issuer’s available funds. 

The results and the effectiveness of the application of the proceeds are uncertain. If the proceeds are not applied 

effectively, the results of the Issuer’s operations may suffer.. However, management may elect to allocate the proceeds 

differently from that described under” if it believes it would be in the Issuer and the Group’s best interest to do so. 

Shareholders may not agree with the manner in which Management chooses to allocate and spend the Issuer’s available 

funds and proceeds. 

Future Acquisitions or Dispositions 

Material acquisitions, dispositions and other strategic transactions involve a number of risks, including: (i) potential 

disruption of the Issuer and the Group’s ongoing business; (ii) distraction of management; (iii) the Issuer and the 

Group may become more financially leveraged; (iv) the anticipated benefits and cost savings of those transactions 

may not be realized fully or at all or may take longer to realize than expected; (v) increasing the scope and complexity 

of the Issuer and the Group’s operations; (vi) loss or reduction of control over certain of the Issuer and the Group’s 

assets; and (vii) litigation or other disputes concerning either the Issuer and the Group’s obligations to counterparties 

under relevant transaction documents or liabilities of an acquisition target or its previous owners (whether disclosed 

or undisclosed at the time of the relevant transaction).  

Additionally, the Issuer may issue additional Common Shares or other securities of the Issuer in connection with such 

transactions, which would dilute a shareholder's holdings in the Issuer.  

The presence of one or more material liabilities of an acquired company that are unknown to the Issuer and the Group 

at the time of acquisition could have a material adverse effect on the business, results of operations, prospects and 

financial condition of the Issuer and the Group. While the Issuer and the Group attempt to obtain appropriate 

indemnification provisions in connection with their acquisitions and dispositions, the Issuer and the Group may still 

be exposed to significant financial or reputational risk as a result of entering into such transactions. 

Dilution from Equity Financing could Negatively Impact Holders of Common Shares 

The Issuer may from time to time raise funds through the issuance of Common Shares or the issuance of debt 

instruments or other securities convertible into Common Shares. The Issuer cannot predict the size or price of future 

issuances of Common Shares or the size or terms of future issuances of debt instruments or other securities convertible 

into Common Shares, or the effect, if any, that future issuances and sales of the Issuer's securities will have on the 

market price of the Common Shares. Sales or issuances of substantial numbers of Common Shares, or the perception 

that such sales or issuances could occur, may adversely affect prevailing market prices of the Common Shares. With 

any additional sale or issuance of Common Shares, or securities convertible into Common Shares, investors will suffer 

dilution to their voting power and the Issuer may experience dilution in its earnings per share. 



 

Management of Debt Dependent on Cash Flow 

An economic downturn may negatively impact the Issuer and the Group’s cash flows. Credit and capital markets can 

be volatile, which could make it more difficult for the Issuer and the Group to obtain additional debt or equity 

financings in the future. Such constraints could increase the Issuer and the Group’s costs of borrowing and could 

restrict their access to other potential sources of future liquidity.  

The Issuer and the Group’s failure to have sufficient liquidity to make interest and other payments required by its debt 

could result in a default of such debt and acceleration of the Issuer and the Group’s borrowings, which would have a 

material adverse effect on the Issuer and the Group’s business and financial condition. To the extent the Issuer and 

the Group incur indebtedness, principal and interest payments on such indebtedness will have to be made when due, 

regardless of whether sufficient cash flow or income is available. If payments on any debts and obligations are not 

made when due, it may result in substantial adverse consequences to the Issuer and the Group, including adverse 

income tax consequences. 

Management and Directors 

The success of the Issuer is currently largely dependent on the performance of its officers. The loss of the services of 

these persons will have a materially adverse effect on the Issuer's business and prospects. There is no assurance the 

Issuer can maintain the services of its officers or other qualified personnel required to operate its business. Failure to 

do so could have a material adverse effect on the Issuer and its prospects.   

The Issuer has made certain forward-looking statements in this AIF regarding the future plans and intentions of the 

Issuer. Investors are cautioned that while the Issuer presently believes such statements to be accurate, the current 

Board of Directors and management of the Issuer do not have the power to irrevocably bind future Boards of Directors, 

management or shareholders of the Issuer and, accordingly, cannot guarantee that such plans and intentions will be 

fulfilled by the Issuer, if any. 

Litigation  

The Issuer may from time to time be involved in various claims, legal proceedings and disputes arising from disputes 

in the ordinary course of business. If such disputes arise and the Issuer is unable to resolve these disputes favourably, 

it may have a material and adverse effect on the Issuer's profitability or results of operations and financial condition. 

Conflicts of Interest 

Certain of the directors of the Issuer serve as directors of other companies or have significant shareholdings in other 

companies and, to the extent that such other companies may participate in ventures in which the Issuer may participate, 

the directors of the Issuer may have a conflict of interest in negotiating and concluding terms respecting the extent of 

such participation.  In the event that such a conflict of interest arises at a meeting of the board of directors of the Issuer, 

a director who has such a conflict will abstain from voting for or against the approval of such a participation or such 

terms. It may occur that a particular company will assign all or a portion of its interest in a particular program to 

another of these companies due to the financial position of the company making the assignment.  The directors of the 

Issuer are required to act honestly, in good faith and in the best interests of the Issuer. In determining whether or not 



 

the Issuer will participate in a particular program and the interest therein to be acquired by it, the directors will 

primarily consider the degree of risk to which the Issuer may be exposed and its financial position at that time. 

Dividends 

The Issuer does not anticipate paying any dividends on its Common Shares in the foreseeable future. 

Epidemics and Pandemics 

The Issuer faces risks related to health epidemics, pandemics and other outbreaks of communicable diseases, which 

could significantly disrupt its operations and may materially and adversely affect its business and financial conditions. 

The Issuer’s business could be adversely impacted by the effects of the novel strain of coronavirus (“COVID-19”) 

pandemic or other epidemics and/or pandemics. In December 2019, COVID-19 emerged in China and the virus has 

now spread to several other countries and regions, including Canada and the Europe, and infections have been reported 

globally. On March 11, 2020, the World Health Organization declared the outbreak of COVID-19 to be a pandemic. 

The extent to which COVID-19 impacts the Issuer’s business, including its operations and the market for its securities, 

will depend on future developments, which are highly uncertain and cannot be predicted at this time, and include the 

duration, severity and scope of the pandemic and the actions taken to contain or treat the COVID-19 pandemic 

(including recommendations from public health officials). In particular, the continued spread of COVID-19 globally 

could materially and adversely impact the Issuer’s business including without limitation, store or facility closures or 

reduced operational hours or service methods, employee health, workforce productivity, reduced access to supply, 

increased insurance premiums, limitations on travel, the availability of experts and personnel and other factors that 

will depend on future developments beyond the Issuer’s control, which may have a material and adverse effect on its 

business, financial condition and results of operations. There can be no assurance that the Issuer’s personnel will not 

be impacted by these pandemic diseases and ultimately see its workforce productivity reduced or incur increased costs 

as a result of these health risks. In addition, the COVID-19 pandemic represents a widespread global health crisis that 

could adversely affect global economies and financial markets resulting in an economic downturn that could have an 

adverse effect on the Issuer. 

 

DIVIDEND POLICY 

The Issuer has not declared dividends on any of its shares in the past and does not intend to pay any in the foreseeable 

future. Any future determination to pay dividends will be at the discretion of the Board and will depend on the financial 

condition, business environment, operating results, capital requirements, any contractual restrictions on the payment 

of dividends and any other factors that the Board deems relevant. 

DESCRIPTION OF THE CAPITAL STRCTURE 

 

Authorized and Issued and to be Issued Share Capital 

The authorized share capital of the Issuer consists of an unlimited number of Common Shares without par value. As 

of the date of this AIF, 59,098,310 Common Shares were issued and outstanding as fully paid and non-assessable 



 

shares.  

Common Shares 

The holders of the Common Shares are entitled to receive notice of and to attend and vote at all meetings of the 

shareholders of the Issuer and each Common Share confers the right to one vote in person or by proxy at all meetings 

of the shareholders of the Issuer. The holders of the Common Shares, subject to the prior rights, if any, of any other 

class of shares of the Issuer, are entitled to receive such dividends in any financial year as the Board may by resolution 

determine.  Holders of the Common Shares have the right, as respect to capital, to participate in distributions (including 

winding-ups) are entitled to receive, subject to the prior rights, if any, of the holders of any other class of shares of the 

Issuer, the remaining property and assets of the Issuer. The Common Shares are not redeemable.  

Warrants 

As of the day of the AIF, 3,333,334 Warrants are issued and outstanding. Each whole Warrant will entitle the holder 

to purchase one Warrant Share at a price of $2.25 per Warrant Share until August 23, 2027. The Issuer has entered 

into a Warrant Indenture with Odyssey Trust Company, as trustee. The Warrant Indenture provides that the trustee 

holds all rights, interests and benefits contained in the Warrant Indenture for and on behalf of those persons who 

become Warrant holders pursuant to the Offering. The Warrants are non-transferable except in accordance with the 

terms of the Warrant Indenture. A Warrant may be exercised upon surrender of Warrant certificates issued pursuant 

to the Warrant Indenture on or before the expiry date of the Warrant at the office of the Warrant trustee, with the 

exercise form found on the back of the Warrant certificate, completed and executed as indicated, accompanied by 

payment of the exercise price in form acceptable to the trustee as stated in the Warrant certificate for the number of 

Warrant Shares with respect to which the Warrant is being exercised. If the Warrants are not exercised within thirty-

six (36) months from August 23, 2024, they will expire and cannot be exercised thereafter. The Warrant Indenture 

provides, among other things, for appropriate adjustment in the class, number and price of the shares to be issued on 

exercise of the Warrants upon certain events, including any stock split, subdivision, consolidation or reclassification 

of our common stock or the payment of stock dividends. 

Compensation Options 

As of the date of the AIF, there are 163,116 non-transferable Compensation Options issued and outstanding. The 

Compensation Options were issued to the Issuer’s Agent at the time of its IPO.  Each Compensation Option will be 

exercisable at an exercise price of $1.50 per Compensation Option to purchase one Unit for a period of thirty-six (36) 

months from August 23, 2024. The Units are exercisable under the same terms as the Offering.  

Stock Options 

As of the date of this AIF, there are 2,000,000 stock options outstanding, issued to the directors and officers of the 

Issuer. The stock options are exercisable at a price of $2.25 to acquire one Common Share per stock option until 

September 23, 2029. The stock options vest in accordance with the following schedule: 1/3 of the stock options vested 

upon the grant date; 1/3 will vest on the first-year anniversary of the grant and the final 1/3 will vest on the second-

year anniversary of the grant. 



 

MARKET FOR SECURITIES 

 

The Common Shares of the Issuer are listed and posted for trading on the Canadian Securities Exchange in Canada 

under the symbol “REK.U” since August 26, 2024. The following table outlines the share price trading range and 

volume of shares traded on all Canadian exchanges by month for each month since the shares were trading: 

Date High ($) Low ($) Total Volume 

August 2024 3.00 1.75 16,150 

September 2024 2.00 3.00 51,356 

October 2024 2.35 1.50 34,560 

November 2024(1) 1.84 1.43 19,121 

Notes: 

(1) Data until November 25, 2024.  

 

ESCROWED SECURITIES AND SECURITIES SUBJECT TO CONTRACTUAL RESTRICTIONS ON 

TRANSFER 

Escrowed Securities 

The following table sets forth details of the Escrowed Securities that are subject to the Escrow Agreement as of the 

date of this AIF: 

 

Name 

No. of Escrowed 

Common Shares 

Percentage of Class as 

at the date of the AIF 

Callan Partners Limited 21,533,470 36.44% 

Nile Flow Ltd. 26,318,685 44.53% 

TOTAL: 47,852,155 80.97% 

  Notes: 

(1) Based on 59,098,310 Common Shares issued and outstanding as of the date of the AIF. The escrowed 

securities will be released in accordance with the emerging issuer release schedule as defined in NP 46-201. 

Assuming there are no changes to the escrow securities initially deposited and no additional escrow securities are 

deposited, this resulted in a 10% release on the listing date of the Issuer (August 23, 2024), with the remaining 

escrow securities being released in 15% tranches every 6 months thereafter.  

 

DIRECTORS AND EXECUTIVE OFFICERS 

The following table provides the names, provinces of residence, positions, principal occupations and the number of 

voting securities of the Issuer that each of the directors and executive officers beneficially owns, directly or indirectly, 

or exercises control over, as of the date hereof:  

 



 

Name and 

Province of 

Residence and 

Position  

with the Issuer 

Director/ 

Officer Since 

Principal Occupation for 

the Past Five Years 

Number and % of 

Common Shares 

Beneficially Owned 

Directly or Indirectly 

(at the date of this AIF) 

Ricardo Phielix 

 

Amsterdam, 

Netherlands and 

London, UK  

Director and 

Chief Executive 

Officer since 

March 22, 2023 

2010 – 2017: CFO at Metalcorp Group 

 

2018-Present: RPX Online B.V., 

consulting firm, The Netherlands 

 

2022 – Present:  Managing Director for DL 

HUDSON Germany GmbH 

2023 – Present: CEO for Rektron Group 

Inc. 

Nil  

Manny 

Bettencourt 

Toronto, Ontario, 

Canada 

Director and 

Chief Financial 

Officer since 

March 22, 2023 

May 2002 – Present: Managing Director of 

First Principles Group Inc.  

January 2018 – Present: CEO of Blue 

Phoenix Energy Corp.  

2023 – Present: CFO for Rektron Group 

Inc. 

Nil 

Moises Michan 

Portillo(3)  

London, UK 

Director since 

March 22, 2023 

Chief Operating 

Officer since 

September 5, 

2024 

2018 – Present: Director at REKTRON 

GROUP INC., Rektron AQ UK, DL 

HUDSON Limited and its subsidiaries  

 

2022: COO for Rektron AQ UK and its 

subsidiaries  

 

2017 – Present; Tanridge Capital Limited 

Nil 

Trevor 

Turner(1)(2)(3)  

Epsom, UK 

 

Independent 

Director since 

March 22, 2023 

2016 – 2018: Director at J. Safra Sarasin 

2018 – Present: Founder & Director of 

Turner Wealth & Consultancy Ltd. 

Nil 



 

Name and 

Province of 

Residence and 

Position  

with the Issuer 

Director/ 

Officer Since 

Principal Occupation for 

the Past Five Years 

Number and % of 

Common Shares 

Beneficially Owned 

Directly or Indirectly 

(at the date of this AIF) 

Satyam Bhasin 

Dubai, UAE(1)(3)(4) 

Independent 

Director since 

November 20, 

2024 

2019-2021: Partner at Ekam Advisors Pvt. 

Ltd. (India) 

2021-2022: Research Analyst at Radiant 

Management SFO DMCC (UAE) 

2022 – Present: Director at SB Advisory 

Services LLC (UAE) 

2023 – Present: Director at Second Street 

Partners Fund (Dubai) and Dvitiya Capital 

Management (Mauritius) 

Nil 

Notes: 

(1) Member of the Audit Committee. 

(2) Chair of the Audit Committee 

(3) Member of the compensation committee. 

(4) Mr. Bhasin was appointed to the Board of Directors on November 20, 2024. He replaced Michael Stier, who resigned on 

October 29, 2024. 

 

The term of office of the directors expires annually at the time of the Issuer's annual general meeting. The term of 

office of the officers expires at the discretion of the Issuer's directors. 

 

The Issuer has two committee, the Audit Committee, comprised of Mr. Trevor Turner, Mr. Moises Michan Portillo 

and Mr. Satyam Bhasin, and the Compensation Committee comprised of Mr. Trevor Turner, Mr. Moises Michan 

Portillo and Mr. Satyam Bhasin. 

 

Corporate Cease Trade Orders or Bankruptcies 

To the Issuer's knowledge:  

(a) no existing or proposed director, chief executive officer, chief financial officer or promoter of the 

Issuer is as of the date hereof, or within the ten years prior to the date hereof has been, a director or 

executive officer of any other company that, while that person was acting in the capacity of director 

or executive officer of that company, was the subject of a cease trade order or similar order or an 

order that denied the company access to any statutory exemptions for a period of more than 30 

consecutive days; and 

(b) no existing or proposed director, chief executive officer, chief financial officer or promoter of the 

Issuer is as of the date hereof, or within the ten years prior to the date hereof ceased to be a director 

or executive officer of any other company that, was the subject of a cease trade order or similar 



 

order or an order that denied the company access to any statutory exemptions for a period of more 

than 30 consecutive days that was issued after the director, executive officer or promoter ceased to 

be a director or executive officer and which resulted from an event that occurred while that person 

was acting in the capacity as director or executive officer. 

 

Penalties or Sanctions 

To the Issuer's knowledge, no director or executive officer of the Issuer, or any shareholder holding a sufficient number 

of securities of the Issuer to affect materially the control of the Issuer has been subject to any penalties or sanctions 

imposed by a court relating to securities legislation or by a securities regulatory authority or has entered into a 

settlement agreement with a securities regulatory authority; or been subject to any other penalties or sanctions imposed 

by a court or regulatory body that would be likely to be considered important to a reasonable investor making an 

investment decision.  

 

Personal Bankruptcies 

To the Issuer's knowledge, no existing or proposed director, executive officer or a shareholder holding a sufficient 

number of securities of the Issuer to affect materially the control of the issuer is as of the date hereof, or within the ten 

years prior to the date hereof, been declared bankrupt or made a voluntary assignment into bankruptcy, made a 

proposal under any legislation relating to bankruptcy or insolvency or has been subject to or instituted any proceedings, 

arrangement, or compromise with creditors or had a receiver, receiver manager or trustee appointed to hold his or her 

assets.  

 

Conflicts of Interest 

The directors of the Issuer are required by law to act honestly and in good faith with a view to the best interests of the 

Issuer and to disclose any interests, which they may have in any project or opportunity of the Issuer.  If a conflict of 

interest arises at a meeting of the Board of Directors, any director in a conflict will disclose his interest and abstain 

from voting on such matter. 

 

To the Issuer's knowledge and other than disclosed herein, there are no known existing or potential conflicts of interest 

among the Issuer, its promoters, directors and officers or other members of management of the Issuer or of any 

proposed promoter, director, officer or other member of management as a result of their outside business interests 

except that certain of the directors and officers serve as directors and officers of other companies and therefore it is 

possible that a conflict may arise between their duties to the Issuer and their duties as a director or officer of such 

other companies.  

 

AUDIT COMMITTEE INFORMATION 

 

Audit Committee 

 

National Instrument 52-110 – Audit Committees (“NI 52-110”), NI 41-101 and Form 52-110F1 require the Issuer to 



 

disclose certain information relating to the Issuer's Audit Committee and its relationship with the Issuer's independent 

auditors. 

 

Audit Committee Charter 

 

The text of the Audit Committee's charter is attached hereto as Schedule “A”. 

 

Composition of Audit Committee 

 

The members of the Audit Committee are set out below: 

 

Satyam Bhasin Independent(1) Financially literate(2) 

Trevor Turner Independent(1) Financially literate(2) 

Moises Michan Portillo Not Independent(3) Financially literate(2) 

Notes: 

(1)  A member of an audit committee is independent if the member has no direct or indirect material relationship with the Issuer, 

which could, in the view of the Board of Directors, reasonably interfere with the exercise of a member's independent judgment. 

(2)  An individual is financially literate if he has the ability to read and understand a set of financial statements that present a breadth 

of complexity of accounting issues that are generally comparable to the breadth and complexity of the issues that can reasonably 

be expected to be raised by the Issuer's financial statements. 

(3) Moises Michan Portillo is not an independent member as he is the Chief Operating Officer and director of the Issuer and various 

subsidiaries of the Issuer. Satyam Bhasin and Trevor Turner are independent directors. 

 

Relevant Education and Experience 

 

Each member of the Issuer's present Audit Committee has adequate education and experience that is relevant to their 

performance as an Audit Committee member and, in particular, the requisite education and experience that have 

provided the member with: 

 

(a) an understanding of the accounting principles used by the Issuer to prepare its financial statements 

and the ability to assess the general application of those principles in connection with estimates, 

accruals and reserves; 

(b) the ability to assess the general application of such accounting principles in connection with the 

accounting for estimates, accruals and provisions; 

(c) experience preparing, auditing, analyzing or evaluating financial statements that present a breadth 

and level of complexity of accounting issues that are generally comparable to the breadth and 

complexity of issues that can reasonably be expected to be raised by the Issuer's financial statements 

or experience actively supervising individuals engaged in such activities; and 

(d) an understanding of internal controls and procedures for financial reporting. 



 

 

Satyam Bhasin: Mr. Bhasin is an accomplished finance executive with more than 15 years of extensive experience 

in the banking and financial services industry. Currently, Mr. Bhasin serves as the Managing Director at Second Street 

Partners Fund in Dubai and the CEO of Second Street Partners in Mauritius, a quant fund specializing in investments 

across India and the U.S. Utilizing a strategic blend of cash and derivatives, he focuses on maximizing returns in these 

key markets. Previously, Mr. Bhasin held pivotal roles at Ekam Advisors, where he was a Director and Partner, 

managing foreign risk and providing advisory services, and at Citibank India, where he served as a Director. His 

expertise spans corporate sales, structured finance, and foreign exchange, with a focus on the Asia-Pacific region. Mr. 

Bhasin holds a Chartered Accountant designation from Sydenham College of Commerce & Economics in Mumbai. 

He is an accomplished executive with extensive experience working in hedge funds, quantitative finance, risk 

management, portfolio management, and equity capital markets.  

 

Trevor Turner: Mr. Turner is an experienced banker with 20 years experience in international banking. His ability 

to understand complex financial solutions that benefit corporations is instrumental. Mr. Turner has worked with some 

of the most established financial institutions, in particular as a director of J. Safra Sarasin and relationship executive 

at HSBC covering Latin America and the Iberian Peninsula. Mr. Turner holds an honours degree in law from the 

University of West England, Bristol – UK and is fluent in Spanish, German and Portuguese.  

 

Moises Michan Portillo: Mr. Michan Portillo has an expansive resume from trading Fixed Income, Foreign Currency 

and Commodities at some of the most respected Wall Street financial institutions (including Citi Bank and Goldman 

Sachs). Mr. Michan Portillo embarked on his career at JP Morgan’s Corporate High Yield desk in New York on the 

High Yield Bond issuances and leveraged loan syndication desk, engaging with some of the largest corporates in the 

United States. Mr. Michan Portillo was subsequently recruited by Goldman Sachs’ Foreign Currency (FX) platform 

in Princeton, New Jersey. At Goldman Sachs, Mr. Michan Portillo was involved in trading FX, FX Options and 

Commodities. He then moved to Citi’s FX desk initially covering the Latin American banks based out of New York. 

Ultimately, Mr. Michan Portillo was responsible for both Latin America and Citi’s European Banks coverage based 

out of London. Mr. Michan Portillo graduated from New York University, and fluent in Spanish, French and manages 

well communicating Italian too. 

 

Audit Committee Oversight 

The Audit Committee was established on May 2, 2023 and will, among other things, make recommendations to the 

Board of Directors to nominate or compensate an external auditor. As of the date of this AIF, the Audit Committee 

has not made any such recommendations for the Board to consider.  

 

Reliance on Certain Exemptions 

At no time since the commencement of the Issuer's most recently completed financial period has the Issuer relied on 

the exemptions in Sections 2.4, 3.2, 3.4, 3.5, 3.6 or Part 8 of NI 52-110, or an exemption from subsections 3.3(2) of 

NI 52-110.  The Issuer is relying on the exemption in Section 6.1 of NI 52-110 regarding the composition of the audit 



 

committee and reporting obligations. 

 

Pre-Approval Policies and Procedures 

The Audit Committee is authorized by the Board of Directors to review the performance of the Issuer's external 

auditors and approve in advance the provision of services other than auditing and to consider the independence of the 

external auditors, including a review of the range of services provided in the context of all consulting services engaged 

by the Issuer.  The Audit Committee is authorized to approve in writing any non-audit services or additional work 

which the Chairman of the Audit Committee deems is necessary and the Chairman will notify the other members of 

the Audit Committee of such non-audit or additional work and the reasons for such non-audit work for the Committee's 

consideration and, if thought fit, approval in writing. 

 

External Auditor Service Fees 

The following table sets out the aggregate fees billed by Rektron AQ UK’s external auditor Goldwyns Chartered 

Accountants & Business Advisors in the last two financial years:  

 

 Fiscal Year Ending 

 July 31, 2023 July 31, 2022 

Audit Fees USD$70,000 USD$55,357 

Audit Related 

Fees 

Nil 
Nil 

Tax Fees USD$5,000 USD$5,000 

All Other Fees Nil Nil 

TOTAL: USD$75,000 USD$60,357 

 

The following table sets out the aggregate fees billed by the Issuer’s external auditor Fareed Sheik & Co Chartered 

Professional Accountants in the last financial year:  

 

 From incorporation to July 31, 2023 

Audit Fees CDN$7,910 

Audit Related 

Fees 

Nil 

Tax Fees Nil 

All Other Fees Nil 



 

TOTAL: CDN$7,910 

 

 

The following table sets out the aggregate fees billed by the Issuer’s external auditor PKF Littlejohn LLP in the last 

financial year:  

 Fiscal year ended July 31, 2024 

Audit Fees £100,000 

Audit Related 

Fees 

- 

Tax Fees - 

All Other Fees - 

TOTAL: £100,000 

 

 

PROMOTERS 

 

Nile Flow is considered a promoter of the Issuer within the meaning of the Securities Act (British Columbia) as it has 

taken part in the substantial reorganization of the Issuer and holds over 10% of the issued and outstanding Common 

Shares of the Issuer. As at the date of this AIF, Nile Flow holds 29,242,983 (49.48%) of the issued and outstanding 

Common Shares of the Issuer.  

 

Callan is also considered to be a promoter of the Issuer within the meaning of the Securities Act (British Columbia) 

as it has taken part in the substantial reorganization of the Issuer and holds over 10% of the issued and outstanding 

Common Shares of the Issuer. As at the date of this AIF, Callan holds 23,926,077 (40.49%) of the issued and 

outstanding Common Shares of the Issuer.  

 

LEGAL PROCEEDINGS AND REGULATORY ACTIONS 

 

Neither the Issuer nor Rektron AQ UK has or has been the subject of any legal proceedings, regulatory actions, 

penalties or sanctions imposed by a court or regulatory authority, or settlement agreements before a court or regulatory, 

and no such legal proceedings, penalties or sanctions are known by the Issuer or Rektron AQ UK to be contemplated. 

 

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

The directors, senior officers and principal shareholders of the Issuer, a person or company that beneficially owns or 



 

controls or directs, directly or indirectly more than 10% of the Common Shares of the Issuer, or any associate or 

affiliate of the foregoing have had no material interest, direct or indirect, in any transactions in which the Issuer or its 

subsidiaries have participated within the three year period prior to the date of this AIF, or will have any material 

interest in any proposed transaction, which has materially affected or will materially affect the Issuer. See “Description 

of the Business”.  

 

REGISTRAR AND TRANSFER AGENT 

 

The registrar and transfer agent of the Issuer is Odyssey Trust Company, of 350 – 409 Granville Street 

Vancouver BC V6C 1T2.  

 

MATERIAL CONTRACTS 

 

Except for contracts made in the ordinary course of business, the following are the only material contracts entered into 

by the Issuer to the date hereof which are currently in effect and considered to be material: 

 

1. Share sale and purchase agreement dated August 13, 2019, made between DLH-RB, subsidiary of the Issuer 

and Mr. Yuriy Peshkov Inc. with respect to assets of Inland; 

2. Share sale and purchase agreement dated August 13, 2019, made between DLH-RB, subsidiary of the Issuer 

and Mr. Yuriy Peshkov Inc. with respect to assets of RBB; 

3. MACA Engagement Letter dated July 21, 2022 between Rektron AQ UK and MidAtlantic; 

4. Stock Option Plan approved by the Board of Directors on May 4, 2023 referred to under “Options to Purchase 

Securities” 

5. Share Exchange Agreement dated May 5, 2023 between the Issuer and Callan and Nile Flow;  

6. MACA Amending Agreement dated May 26, 2023 between Rektron AQ UK, MidAtlantic and the Issuer; 

7. MACA Second Amending Agreement dated January 29, 2024, between Rektron AQ UK, MidAtlantic and 

the Issuer; 

8. Agency Agreement dated March 4, 2024, and amended on June 28, 2024 and further amended on August 12, 

2024 between the Issuer and the Agent; and 

9. Escrow Agreement dated March 4, 2024 and amended on August 23, 2024 between the Issuer, Odyssey Trust 

Company and Principals of the Issuer made as of referred to under “Escrowed Securities”. 

 

Each of the above agreements are available on the Issuer’s SEDAR+ profile at www.sedarplus.ca. 

 

INTEREST OF EXPERTS 

 

Except as disclosed below, no person or company whose profession or business gives authority to a report, valuation, 

statement or opinion and who is named as having prepared or certified a part of this AIF or as having prepared or 

certified a report or valuation described or included in this AIF holds or is to hold any beneficial or registered interest, 



 

direct or indirect, in any securities or property of the Issuer or any associate or affiliate of the Issuer: 

 

1. Goldwyns, Chartered Accountants & Business Advisors audited Rektron AQ’s audited the financial 

statements for the year ended July 31, 2023 and issued an auditor's report dated February 7, 2024. It has 

confirmed that it is independent of the Issuer within the meaning of the relevant rules and related 

interpretations prescribed by the auditing standards set by the International Auditing and Assurance Standards 

Board any applicable legislation or regulation; 

 

2. Fareed Sheik & Co Chartered Professional Accountants audited the financial statements of the Issuer for the 

year ended July 31, 2023 and issued an auditor's report dated December 4, 2023. It has confirmed that it is 

independent of the Issuer within the meaning of the relevant rules and related interpretations prescribed by 

the Rules of Professional Conduct adopted by the Chartered Professional Accountants of Ontario. 

 

3. PKF Little John LLP audited the financial statements of the Issuer for the year ended July 31, 2024 and issued 

an auditor report on November 25, 2024. It has confirmed that is independent of the Issuer in accordance 

with the ethical requirements that are relevant to our audit of the financial statements in the UK, including 

the FRC’s Ethical Standard as applied to listed entities.  

 

ADDITIONAL INFORMATION 

 

Additional information, including Directors’ and officers’ remuneration and indebtedness, principal holders of the 

Issuer securities and securities authorized for issuance under equity compensation plans, is contained in the amended 

and restated Final Prospectus of the Issuer dated August 12, 2024 and filed on SEDAR+ at www.sedarplus.ca. 

Additional financial information is provided in the Company’s audited consolidated financial statements and 

management discussion and analysis for the financial year ended July 31, 2024, which are filed on SEDAR+ at 

www.sedarplus.ca.  

  

http://www.sedarplus.ca/


 

SCHEDULE “A” 

 

AUDIT COMMITTEE CHARTER 

 

1. Mandate  

 

The Audit Committee will be responsible for managing, on behalf of shareholders of the Company, the relationship 

between the Company and the external auditors. In particular, the Audit Committee will have responsibility for the 

matters set out in this Charter, which include:  

 

a. overseeing the work of external auditors engaged for the purpose of preparing or issuing an auditing 

report or related work;  

 

b. recommending to the board of directors the nomination and compensation of the external auditors;  

 

c. reviewing significant accounting and reporting issues;  

 

d. reviewing the Company’s financial statements, MD&A and earnings press releases before the 

Company publicly discloses this information;  

 

e. focusing on judgmental areas such as those involving valuations of assets and liabilities;  

 

f. considering management’s handling of proposed audit adjustments identified by external auditors;  

 

g. being satisfied that all regulatory compliance matters have been considered in the preparation of the 

financial statements of the Company;  

 

h. establishing procedures for the receipt, retention and treatment of complaints received by the 

Company regarding accounting, internal accounting controls, or auditing matters; and  

 

i. evaluating whether management is setting the appropriate tone by communicating the importance 

of internal control and ensuring that all individuals possess an understanding of their roles and 

responsibilities.  

 

2. Membership of the Audit Committee  

 

Composition  

 

The audit committee will be comprised of at least such number of directors as required to satisfy the audit committee 



 

composition requirements of National Instrument 52-110, as amended from time to time. Each member will be a 

director of the Company.  

 

Independence  

 

The Audit Committee will be comprised of a number of independent directors required to enable the Company to 

satisfy: 

 

a. the independent director requirements for audit committee composition required by National Instrument 

52-110, as amended from time to time; and  

 

b. the independent director requirements of the stock exchange on which the Company’s shares are traded 

from time to time.  

 

Chair  

 

The Audit Committee shall select from its membership a chair.  

 

Expertise of Audit Committee Members  

 

Each member of the Audit Committee must be financially literate. Financially literate means the ability to read and 

understand a set of financial statements that represent a breadth and level of complexity of accounting issues that are 

generally comparable to the breadth and complexity of the issues that can reasonably be expected to be raised by the 

Company’s financial statements.  

 

Financial Expert  

 

The Company will strive to include a financial expert on the Audit Committee. An Audit Committee financial expert 

means a person having: (i) an understanding of financial statements and accounting principles; (ii) the ability to assess 

the general application of such accounting principles in connection with the accounting for estimates, accruals and 

reserves; (iii) experience in preparing, auditing, analyzing or evaluating financial statements that present a similar 

breadth and level of complexity as the Company’s statements; (iv) an understanding of internal controls; and (v) an 

understanding of an Audit Committee’s functions.  

 

3. Meetings of the Audit Committee  

 

The Audit Committee must meet in accordance with a schedule established each year by the board of directors, and 

at other times as the Audit Committee may determine. A quorum for transaction of business in any meeting of the 

Audit Committee is a majority of members. At least twice a year, the Audit Committee must meet with the Company’s 



 

chief financial officer and external auditors separately.  

 

4. Responsibilities of the Audit Committee  

 

The Audit Committee will be responsible for managing, on behalf of the shareholders of the Company, the relationship 

between the Company and the external auditors. In particular, the Audit Committee has the following responsibilities:  

 

External Auditors  

 

a. the Audit Committee must recommend to the board of directors:  

 

i. the external auditors to be nominated for the purpose of preparing or issuing an audit report or 

performing other audit or review services for the Company; and  

ii. the compensation of the external auditors;  

 

b. the Audit Committee must be directly responsible for overseeing the work of the external auditors engaged 

for the purpose of preparing or issuing an audit report or performing other audit, review or attest services for 

the Company, including the resolution of disagreements between management and the external auditors 

regarding financial reporting;  

 

c. with respect to non-audit services:  

 

i. the Audit Committee must pre-approve all non-audit services provided to the Company or its 

subsidiaries by its external auditors or the external auditors of the Company’s subsidiaries, 

except for tax planning and transaction support services in an amount not to exceed C$15,000 

for each service in a fiscal year; and  

 

iii. the Audit Committee must pre-approve all non-audit services provided to the Company or its 

subsidiaries by its external auditors or the external auditors of the Company’s subsidiaries, except 

de minimis non-audit services as defined in applicable law.  

 

d. the Audit Committee must also:  

 

i. review the auditors’ proposed audit scope and approach;  

ii. review the performance of the auditors; and  

iii. review and confirm the independence of the auditors by obtaining statements from the auditors 

on relationships between the auditors and the Company, including non-audit services, and 

discussing the relationships with the auditors;  

 



 

Accounting Issues  

 

e. the Audit Committee must:  

 

i. review significant accounting and reporting issues, including recent professional and regulatory 

pronouncements, and understand their impact on the financial statements; and,  

ii. ask management and the external auditors about significant risks and exposures and plans to 

minimize such risks.  

 

 

Financial Statements, MD&A and Press Releases  

 

f. the Audit Committee must:  

 

i. review the Company’s financial statements, MD&A and earnings press releases before the Company 

publicly discloses this information;  

 

ii. in reviewing the annual financial statements, determine whether they are complete and consistent 

with the information known to committee members, and assess whether the financial statements 

reflect appropriate accounting principles;  

 

iii. pay particular attention to complex and/or unusual transactions such as restructuring charges and 

derivative disclosures;  

 

iv. focus on judgmental areas such as those involving valuation of assets and liabilities, including, for 

example, the accounting for and disclosure of loan losses, warranty, professional liability, litigation 

reserves and other commitments and contingencies;  

 

v. consider management’s handling of proposed audit adjustments identified by the external auditors;  

 

vi. ensure that the external auditors communicate certain required matters to the committee;  

 

vii. be satisfied that adequate procedures are in place for the review of the Company’s disclosure of 

financial information extracted or derived from the Company’s financial statements, other than the 

disclosure referred to in paragraph (f)(i) (above), and must periodically assess the adequacy of those 

procedures;  

 

viii. be briefed on how management develops and summarizes quarterly financial information, the extent 

to which the external auditors review quarterly financial information and whether that review is 



 

performed on a pre- or post-issuance basis;  

 

ix. meet with management, either telephonically or in person to review the interim financial statements;  

 

x. to gain insight into the fairness of the interim statements and disclosures, the Audit Committee must 

obtain explanations from management on whether:  

 

(a) actual financial results for the quarter or interim period varied significantly from budgeted or projected 

results;  

 

(b) changes in financial ratios and relationships in the interim financial statements are consistent with changes 

in the Company’s operations and financing practices;  

 

(c) generally accepted accounting principles have been consistently applied;  

 

(d) there are any actual or proposed changes in accounting or financial reporting practices;  

 

(e) there are any significant or unusual events or transactions;  

 

(f) the Company’s financial and operating controls are functioning effectively;  

 

(g) the Company has complied with the terms of loan agreements or security indentures; and  

 

(h) the interim financial statements contain adequate and appropriate disclosures;  

 

Compliance with Laws and Regulations  

 

(i) the Audit Committee must:  

 

1. periodically obtain updates from management regarding compliance;  

 

2. be satisfied that all regulatory compliance matters have been considered in the preparation of the 

financial statements;  

 

3. review the findings of any examinations by regulatory agencies such as the Ontario Securities 

Commission; and  

 

4. review, with the Company’s counsel, any legal matters that could have a significant impact on the 

Company’s financial statements;  



 

 

Employee Complaints  

 

(j) the Audit Committee must establish procedures for:  

 

1. the receipt, retention and treatment of complaints received by the Company regarding accounting, internal 

accounting controls, or auditing matters; and  

 

2. the confidential, anonymous submission by employees of the Company of concerns regarding questionable 

accounting or auditing matters.  

 

Other Responsibilities  

 

(k) the Audit Committee must:  

1. review and approve the Company’s hiring policies of employees and former employees of the present and 

former external auditors of the Company;  

 

2. evaluate whether management is setting the appropriate tone by communicating the importance of internal 

control and ensuring that all individuals possess an understanding of their roles and responsibilities;  

 

3. focus on the extent to which internal and external auditors review computer systems and applications, the 

security of such systems and applications, and the contingency plan for processing financial information in 

the event of a systems breakdown;  

 

4. gain an understanding of whether internal control recommendations made by external auditors have been 

implemented by management;  

 

5. periodically review and reassess the adequacy of this Charter and recommend any proposed changes to the 

Corporate Governance and Nominating Committee and the board for approval;  

 

6. review, and if deemed appropriate, approve expense reimbursement requests that are submitted by the chief 

executive officer or the chief financial officer to the Company for payment;  

 

7. assist the board to identify the principal risks of the Company’s business and, with management, establish 

systems and procedures to ensure that these risks are monitored; and  

 

8. carry out other duties or responsibilities expressly delegated to the Audit Committee by the board.  

 

5. Authority of the Audit Committee  



The Audit Committee shall have the authority to: 

a. engage independent counsel and other advisors as it determines necessary to carry out its duties;

b. set and pay the compensation for any advisors employed by the Audit Committee; and

c. communicate directly with the internal and external auditors.




