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Note 16 – Subsequent Events 
 

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

 
Approved and authorized for release by the Board of Directors on November 28, 2022:   
 

/s/ “Claude G. Théoret”   /s/ “Patrick E. Brown”   

Claude G. Théoret, Director and CEO  Patrick E. Brown, Director and CFO 

XMACHINA AI GROUP INC. (formerly, 1210352 B.C. LTD.)
Condensed Consolidated Statements of Financial Position

As at September 30, 2022 and December 31, 2021

(Unaudited, expressed in Canadian dollars)

Note $ $

Assets

Current Assets
Cash and cash equivalents 984,657                  2,117,427               
Restricted cash equivalents 6 35,000                    35,000                    
Accounts receivable 5 184,960                  69,342                    
Prepayments 63,762                    104,837                  

Total current assets 1,268,379               2,326,606               

Non-current assets
Due from related parties 8 82,393                    47,598                    
Furniture and equipment 10 42,616                    28,954                    
Intangible assets 10 270,533                  331,133                  
Goodwill 12 529,645                  529,645                  

Total non-current assets 925,187                  937,330                  

Total assets                2,193,566                3,263,936 

Liabilities
Current Liabilities

Accounts payable and accrued liabilities 7 169,440                  187,422                  
Convertible loans, related parties 9 -                                113,168                  
Due to related parties 163                          -                                
Government remittances payable 102,113                  117,800                  
Unearned revenue 2,332                       2,050                       

Total current l iabilities 274,048                  420,440                  

Long term debt 9 51,180                    46,855                    

Total liabilities                    325,228                    467,295 

Shareholders' Equity 
Share capital 11 4,173,421               3,104,150               
Share-based payment reserve 11 212,000                  -                                
Warrant reserve 11 65,820                    48,400                    
Accumulated deficit (2,582,903)             (355,909)                 

Total shareholders' equity 1,868,338               2,796,641               

Total liabilities and shareholders' equity 2,193,566               3,263,936               

(Audited) 

December 31, 

2021

September 30,          

2022       
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XMACHINA AI GROUP INC. (formerly, 1210352 B.C. LTD.)

Condensed Consolidated Statements of Loss and Comprehensive Loss

(Unaudited, expressed in Canadian dollars, except share and per share amounts)

Note $ $ $ $

Revenue                               89,696                                           -                              308,476                                         -   

Direct costs                             (34,638)                                           -                            (106,061)                                         -   

Gross margin                               55,058                                           -                              202,415                                         -   

Operating expenses

Amortization and depreciation 10                               23,250                                           -                                 68,035                                         -   

General and administrative                             141,998                                        283                            379,451                                     428 

Sales and marketing                               10,737                                           -                                 49,283                                         -   

Service costs                             351,200                                  70,000                         1,094,624                               70,000 

Share-based compensation 11                                         -                                             -                              212,000                                         -   

Total operating expenses                             527,185                                  70,283                         1,803,393                               70,428 

Other expenses (income)

Other expense                                         -                                               -                                         7                                           - 

Other income                                   (543)                                             -                                  (725)                                           - 

Government grants                             (21,006)                                             -                            (53,788)                                           - 

Transaction costs 4                                         -                                             -                              680,522                                         -   

Net loss and comprehensive loss                           (450,578)                               (70,283)                      (2,226,994)                             (70,428)

Basis and diluted net loss and comprehensive 

loss per common share                                  (0.01)                                    (0.01)                                 (0.05)                                  (0.04)

Weighted average number of common shares 

outstanding                      49,454,660                           5,869,565                      46,312,084                         1,978,022 

Nine months ended 

September 30, 2022

Nine months ended 

September 30, 2021

For the three and nine months ended September 30, 2022 and 2021

Three months ended 

September 30, 2022

Three months ended 

September 30, 2021

The accompanying notes are integral to these unaudited condensed consolidated financial statements



 

4 

  
 
 
 

For the nine months ended September 30, 2022 and 2021

Note Share Capital Share Capital

Share-based 

Compensation 

Reserve

Warrant 

Reserve

Accumulated 

Deficit

Total 

Shareholders' 

Equity 

(Deficiency)

Number $ Number $ $ $ $

Balance, December 31, 2020 100                     100                -                 -                -                     -               (688)                  (588)                    

Common shares issued for consulting services 12,000,000       60,000          -                 -                -                     -               -                    60,000

Subscription receipts -                      100,000       -                 -                -                     -               -                    100,000

Net loss and comprehensive loss for the period -                      -                -                 -                -                     -               (70,428) (70,428)

Balance, September 30, 2021 12,000,100       160,100       -                 -                -                     -               (71,116)            88,984                

Balance, December 31, 2021 (audited) 39,768,600       3,104,150    -                 -                -                     48,400        (355,909)         2,796,641          

Conversion of convertible loan 9,11 5,660,850         113,217       -                 -                -                     -               -                    113,217             

Reverse acquisition 4 850,210             212,552       5,000,000     500                -                     -               -                    213,052             

Issuance of shares for transaction 4 1,500,000         375,000       -                 -                -                     -               -                    375,000             

Issuance of subordinate voting shares, net of issuance costs 11 1,675,000         363,002       -                 -                -                     -               -                    363,002             

Subscription receipts -                      5,000            -                 -                -                     -               -                    5,000                  

Broker warrant reserve 11 -                      -                -                 -                -                     17,420        -                    17,420                

Share-based payment reserve 11 -                      -                -                 -                212,000            -               -                    212,000             

Net loss and comprehensive loss for the period -                      -                -                 -                -                     -               (2,226,994) (2,226,994)

Balance, September 30, 2022 49,454,660       4,172,921    5,000,000     500                212,000            65,820        (2,582,903)      1,868,338       

The accompanying notes are integral to these unaudited condensed consolidated financial statements

Subordinate Voting Shares

XMACHINA AI GROUP INC. (formerly, 1210352 B.C. LTD.)

(Unaudited, expressed in Canadian dollars, except the number of shares)

Condensed Consolidated Statements of Changes in Shareholders' Equity

Multiple Voting Shares
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XMACHINA AI GROUP INC. (formerly, 1210352 B.C. LTD.)

Condensed Consolidated Statements of Cash Flows

(Unaudited, expressed in Canadian dollars)

  $   $

Cash flows from (used in) operating activities

Net loss and comprehensive loss for the period                  (2,226,994)                       (70,283)

Items not affecting cash:

Amortization and depreciation 10                         68,035                                    - 

Accretion expense 9                           4,325                                    - 

Shares issued for consulting fees                                  -                           60,100 

Finance costs 11                         17,420                                    - 

Share-based compensation 11                          212,500                                    - 

Transaction costs 11                          592,552                                    - 

Change in non-cash working capital items:

Accounts receivable 5                     (115,618)                          (1,498)

Due from related parties 8                       (34,796)                                    - 

Prepayments                         41,075                                    - 

Accounts payable and accrued liabilities 7                       (17,982)                                    - 

Government remittances payable                       (15,687)                                    - 

Unearned revenue                               282                                    - 

Cash flows used in operating activities                  (1,474,888)                       (11,681)

Cash flows used in investing activities

Acquisition deposit                                    -                       (25,000)

Purchase of furniture and equipment 10                       (21,096)                                    - 

Cash flows used in investing activities                       (21,096)                       (25,000)

Cash flows from financing activities

Advances from related parties                                  212                            36,997 

Net proceeds from issuance of common shares and subscriptions 11                       363,002                       100,000 

Cash flows from financing activities                       363,214                       136,997 

Net change in cash and cash equivalents for the period                  (1,132,771)                       100,316 

Cash and cash equivalents, beginning of period                   2,117,427                                    - 

Cash and cash equivalents, end of period                       984,656                       100,316 

Non-Cash Transactions

Fair value of broker warrants issued for equity financing 11 17,420                          -                                      

Fair value of vested share options exchanged in reverse acquisition 11 212,000                        -                                      

Fair value of multiple voting shares exchanged in reverse acquisition 11 500                                

Fair value of Company shares deemed issued in reverse acquisition 4 212,553                        

Subordinate voting shares issued for transaction cost 4 375,000                        -                                      

Supplemental information

Interest paid -                                      -                                      

Income taxes paid -                                      -                                      

For the nine months ended September 30, 2022 and 2021

The accompanying notes are integral to these unaudited condensed consolidated financial statements

Nine months ended 

September 30, 2022

Nine months ended 

September 30, 2021

Note



XMACHINA AI GROUP INC. (formerly, 1210352 B.C. LTD.)  
Notes to the Condensed Consolidated Financial Statements 
For the three and nine months ended September 30, 2022 and 2021 
(Unaudited, expressed on Canadian dollars, except share amounts) 
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1. NATURE AND CONTINUANCE OF OPERATIONS 
 

XMACHINA AI GROUP INC., formerly, 1210352 B.C. LTD. (the "Company" or “XMAI Group”) was 
incorporated under the Business Corporations Act (British Columbia) on May 27, 2019.                                           
XMAI Group is in the business of acquiring AI (artificial intelligence) product and service companies 
within the technology sector.   
 
On April 18, 2022, the Company entered into a business combination agreement (the “RTO"), as 
amended on April 21, 2022, with XMachina-AI Inc. (“XMAI”) and 1343167 B.C. Ltd. (“Subco”), a 
wholly-owned subsidiary of XMAI Group, to form Amalco (BC1366490). 

 
On June 7, 2022, the Company closed the BCA via a three-cornered amalgamation under the BCBCA. 
All existing securities in XMAI were exchanged on a one-for-one basis for equivalent securities in 
XMAI Group.  The continuing business of the Company is that of XMAI which is the accounting 
acquirer of XMAI Group under the transaction. All related public information for the transaction with 
XMAI Group is available on its SEDAR profile. (see Note 4) 
  
Since March 2020, several measures have been implemented in Canada and the rest of the world in 
response to the increased impact from novel coronavirus (“COVID-19”). The Company continues to 
operate and move its business activity forward at this time. While the impact of COVID-19 is expected 
to be temporary, the current circumstances are dynamic and the impacts of COVID-19 on business 
operations, cannot be reasonably estimated at this time. The Company anticipates this could have 
an adverse impact on its business, results of operations, financial position and cash flows in 2023 and 
beyond. 

 
2. BASIS OF PRESENTATION  
 

a. Statement of compliance  
 

 The unaudited condensed consolidated interim financial statements for the three and nine months 
ended September 30, 2022 and 2021 were prepared in accordance with the International Accounting 
Standard (“IAS”) 34, “Interim Financial Reporting”. and their interpretation by the IASB.  The 
accounting policies set out below are in effect in the condensed consolidated financial statements 
for the three and nine months ended September 30, 2022 and 2021 have been applied consistently 
to all years presented in these consolidated financial statements, unless otherwise indicated, which 
include all adjustments necessary for fair presentation.  These condensed consolidated financial 
statements should be read in conjunction with the Company’s audited financial statements for the 
year ended December 31, 2021 and XMAI’s audited consolidated financial statements for the year 
ended December 31, 2021.  

 
b. Basis of measurement 
 

These consolidated financial statements have been prepared on a historical cost. Historical costs are 
generally based upon the fair value of the consideration given in exchange for goods and services.  
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date, regardless of whether that price 
is directly observable or estimated using another valuation technique.  
 
 



XMACHINA AI GROUP INC. (formerly, 1210352 B.C. LTD.)  
Notes to the Condensed Consolidated Financial Statements 
For the three and nine months ended September 30, 2022 and 2021 
(Unaudited, expressed on Canadian dollars, except share amounts) 
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2. BASIS OF PRESENTATION (continued) 
 
b. Basis of measurement (continued) 
 
In estimating the fair value of an asset or a liability, the Company takes into account the 
characteristics of the asset or liability if market participants would take those characteristics into 
account when pricing the asset or liability at the measurement date. 

 

c. Functional currency 
 

All figures presented in the consolidated financial statements are reflected in Canadian dollars; that 
is the functional currency of the Company and its wholly owned subsidiaries XMachina AI Inc. 
(“XMAI”), Bain Public Inc. (“BAIN”), and VONalytics Inc. (“VON”) 
 
d. Basis of consolidation  
 

Subsidiaries are entities controlled by the Company. Control exists when the Company has the 
power, directly and indirectly, to govern the financial and operating policies of an entity and be 
exposed to the variable returns from its activities. The financial statements of subsidiaries are 
included in the consolidated financial statements from the date that control commences until the 
date that control ceases.  All inter-company transactions and balances have been eliminated in the 
consolidated financial statement presentation. 
 
The following is a list of the Company's operating subsidiaries: 
 

Name of entity Jurisdiction of Incorporation Interest 

XMachina AI Inc. Canada 100% 
Bain Public Inc. Canada 100% 
Vonalytics Inc. Canada 100% 

 

e. Operating expenses by nature and function:  

  

Expenses by nature Function $ $

Accretion expense General and administrative 6,322                         -                             

Amortization and Depreciation Amortization and depreciation 68,035                      -                             

Professional fees and legal Service costs 239,569                    -                             

Communications General and administrative 773                            -                             

Consulting Service costs 124,641                    70,000                      

General and administrative General and administrative 234,336                    428                            

Insurance General and administrative 898                            -                             

Investor communications Service costs 54,227                      -                             

Selling and marketing Sales and marketing 49,283                      -                             

Transfer agent, f iling, reporting (pubco) Service costs 27,462                      -                             

Salaries and benefits Service costs 180,702                    -                             

Travel General and administrative 137,125                    -                             

Share-based compensation Share-based compensation 212,000                    -                             

Management fees Service costs 468,024                    -                             

Transaction costs Transaction costs 680,522                    -                             

Loss (gain) on FX Other expense 7                                 -                             

Total expenses                  2,483,923 70,428                      

Nine months ended 

September 30, 

2021

Nine months ended      

September 30, 

2022



XMACHINA AI GROUP INC. (formerly, 1210352 B.C. LTD.)  
Notes to the Condensed Consolidated Financial Statements 
For the three and nine months ended September 30, 2022 and 2021 
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3. Significant Accounting Policies 
 

The accounting policies set out below are those that are not otherwise disclosed in the Company’s 
audited financial statements and XMAI’s audited consolidated financial statements for the year 
ended December 31, 2021. 

 
a. Revenue recognition - 

 

To determine the amount and timing of revenue to be recognized, the Company follows a 5-step 
process in accordance with IFRS 15: 
1. Review the contract with a customer; 
2. Identify the performance obligations in the contract; 
3. Determine the transaction price; 
4. Allocate the transaction price to the performance obligations; and 
5. Recognize revenue when or as performance obligations are satisfied. 

 
The Company generates revenues from: 
1. VON - Coindera® subscriptions via https://coindera.com that are either monthly or annual.  

For annual subscriptions, unearned (deferred) revenue is recognized over the subscription 
period; and 

2. BAIN - SOAP™ products and services revenues recognized when the service obligations 
(performance) under customer contracts are completed.  Any amounts collected in advance 
of services rendered are recognized as deferred revenue.  Deferred revenue is subsequently 
recognized as revenue when the Company fulfills its performance obligations under the 
contracts. 

 
The Company had unearned revenue of $2,332 as at September 30, 2022 (Dec 31, 2021: $2,050).   
 
All unearned revenue is related to unrecognized Coindera® revenue for the period from 
acquisition on November 26th to September 30, 2022. 

 
b. Deferred income taxes - 

 

Deferred income tax assets and liabilities are recognized for deferred income tax consequences 
attributable to differences between the financial statement carrying amounts of existing assets 
and liabilities and their respective tax bases.  Deferred income tax assets and liabilities are 
measured using the enacted or substantively enacted tax rates expected to apply when the asset 
is realized, or the liability settled.  The effect on deferred income tax assets and liabilities of a 
change in tax rates is recognized in income in the period that substantive enactment occurs.  To 
the extent that the Company does not consider it more likely than not that a deferred income tax 
asset will be recovered, the deferred income tax assets is reduced.  Deferred income tax assets 
and liabilities are offset only if a legally enforceable right exists to offset current tax assets against 
liabilities and the deferred tax assets and liabilities relate to income taxes levied by the same 
taxation authority on the same taxable entity. 

 
  

https://coindera.com/


XMACHINA AI GROUP INC. (formerly, 1210352 B.C. LTD.)  
Notes to the Condensed Consolidated Financial Statements 
For the three and nine months ended September 30, 2022 and 2021 
(Unaudited, expressed on Canadian dollars, except share amounts) 
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3. Significant Accounting Policies (continued) 
 
c. Financial instruments - 

 

(i) Classification 
 

On initial recognition, the Company determines the classification of financial instruments based 
on the following categories: 
1. Measured at amortized cost 
2. Measured at fair value through profit or loss (FVTPL) 
3. Measured at fair value through other comprehensive income (FVOCI) 

 
The classification under IFRS 9 is based on the business model under which a financial asset is 
managed and on its contractual flow characteristics.  Assets held for the collection of contractual 
cashflows and for which those cashflows correspond solely to the principal payments and interest 
payments are measured at amortized cost.  Contracts with embedded derivatives where the host is 
a financial instrument in the scope of the standard will be assessed as a whole for classification.  
 

A financial asset is measured at amortized cost if both of the following criteria are met: 
i)  held within a business model whose objective is to hold assets to collect contractual cash 

flows; and 
ii)  contractual terms give rise on specified dates to cash flows that are solely payments of 

principal and interest on the principal amount outstanding.  
 

Initial Recognition 
A financial asset or financial liability is initially recorded at its fair value, which is typically the 
transaction price, plus or minus transaction costs that are directly attributable to the acquisition or 
issue of the financial asset or financial liability.  In the event that fair value is determined to be 
different from the transaction price, and that fair value is evidenced by a quoted price in an active 
market for an identical asset or liability or is based on a valuation technique that uses only data from 
observable markets, then the difference between fair value and transaction price is recognized as a 
gain or loss at the time of initial recognition. 
 

The following table shows the classification under IFRS 9: 

Asset / Liability Classification 
Subsequent 
measurement 

Cash and cash equivalents Other financial assets Amortized cost 
Accounts receivable 
Due from related parties 
Long term debt 
Accounts payable and accrued 
expenses 
 

Other financial assets 
Other financial assets 
Other financial liabilities  
 
Other financial liabilities 
 

Amortized cost 
Amortized cost 
Amortized cost  
 
Amortized cost 
 

 
  



XMACHINA AI GROUP INC. (formerly, 1210352 B.C. LTD.)  
Notes to the Condensed Consolidated Financial Statements 
For the three and nine months ended September 30, 2022 and 2021 
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3. Significant Accounting Policies (continued) 
 

d. Significant accounting judgments and estimates - 
 

Reverse Acquisition 
Management made certain accounting judgments under IFRS 2 – Share-Based Payments, accounting 
for the reverse acquisition by XMAI as a recapitalization of the Company’s issued and outstanding 
shares at fair value.  (see Note 4) 

 
Fair value of share‐based payments and warrants 
Management uses the Black‐Scholes option‐pricing model to calculate the fair value of share‐based 
payments and warrants. Management considers factors that knowledgeable, willing market 
participants would consider when selecting the appropriate valuation model to apply.  Use of this 
method requires management to make assumptions and estimates about the share price on the 
measurement date, expected useful life of the instruments, expected dividends, the risk free rate 
(based on government bonds), the expected volatility of the Company’s share price (based on 
weighted average historical volatility of comparable companies adjusted for changes expected due 
to publicly available information) and the probabilities of certain events occurring. In making these 
assumptions and estimates, management relies on historical market data. The inputs to the model 
are subject to estimate and changes in these inputs can materially impact the estimated fair value of 
these instruments.  

 
The fair value reported may not represent the transaction value if these  option or warrants were 
exercised or exchanged at any point in time.  
 
Depreciation of property and equipment and amortization of intangible assets 
Judgment is applied to determine an asset’s useful life, and where applicable, estimated residual 
value, used in the computation of depreciation and amortization. Accordingly, an asset’s actual 
useful life and estimated residual value may differ significantly from these estimates. 

 
e. Provisions - 

 

Provisions are recorded when a present legal or constructive obligation exists as a result of past 
events where it is probable that an outflow of resources embodying economic benefits will be 
required to settle the obligation, and a reliable estimate of the amount of the obligation can be made.  
The amount recognized as a provision is the best estimate of the consideration required to settle the 
present obligation at statement of financial position date, taking into account the risks and 
uncertainties surrounding the obligation.   Where a provision is measured using the cash flows 
estimated to settle the present obligation, its carrying amount is the present value of those cash 
flows.  The increase in the obligation due to the passage of time is recognized as finance expense.  
When some or all of the economic benefits required to settle a provision are expected to be 
recovered from a third party, the receivable is recognized as an asset if it is virtually certain that 
reimbursement will be received, and the amount receivable can be measured reliably. 
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3. Significant Accounting Policies (continued) 
 

f. Standards issued but not yet effective — 
 

International Accounting Standard (“IAS”) 1 Classification of Liabilities as Current or Non‐Current   
 

In January 2021, the IASB issued a narrow scope amendment to IAS 1 – Classification of Liabilities as 
Current or Non‐Current, which affects only the presentation of liabilities in the statement of financial 
position and not the amount or timing of their recognition. The amendment clarifies that the 
classification of liabilities as current or non‐current is  based  on  rights  that  are  in  existence  at  the  
end  of  the  reporting  period  and  specifies  that classification is unaffected by expectations about 
whether an entity will exercise its right to defer settlement of a liability. It also introduces a definition 
of settlement to make clear that settlement refers to the transfer to the counterparty of cash, equity 
instruments, other assets or services. The amendment is effective for annual reporting periods 
beginning on or after January 1, 2023. Earlier application is permitted. The implementation  
of this amendment is not expected to have a significant impact on the Company.  
 
Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice Statement 2)  
 

On February 12, 2021, the IASB issued amendments to IAS 1 to assist entities in determining which 
accounting policies to disclose in the financial statements. The amendments apply to annual 
reporting periods beginning on or after January 1, 2023. Earlier adoption is permitted. The 
amendments to IAS 1 require that an entity disclose its material accounting policies, instead of its 
significant accounting policies. Further amendments explain how an entity can identify a material 
accounting policy. The Company has not yet assessed the impact of the adoption of this guidance. 
 
IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors   
 

In  February  2021,  the  IASB  issued  an  amendment  to  IAS  8  –  Accounting  Policies,  Changes  in  
Accounting Estimates and Errors. The amendment introduces the definition of an accounting 
estimate and sets criteria to help entities distinguish changes in accounting estimates from changes 
in accounting policies. The amendment is effective for annual periods beginning on or after January 
1, 2023 and changes in accounting policies and changes in accounting estimates that occur on or 
after the start of that period. Earlier application is permitted. The implementation of this amendment 
is not expected to have a significant impact on the Company. 

 
4. Reverse Acquisition 
 

On April 18, 2022, the Company entered into a reverse takeover agreement (the “RTO"), as amended 
on April 21, 2022, with XMachina-AI Inc. (“XMAI”) and 1343167 B.C. Ltd. (“Subco”), a wholly-owned 
subsidiary of XMAI Group, to form Amalco (BC1366490) that was renamed to XMachina-AI Inc.   

 
On June 7, 2022, the Company closed the RTO via a three-cornered amalgamation under the BCBCA.  
The RTO was structured as a series of transactions whereby the Company incorporated Subco and 
completed a three-cornered amalgamation among the Company, XMAI and Subco, which resulted in 
the Company acquiring all of the securities of XMAI (the “Amalgamation”).  XMAI and Subco 
amalgamated into XMachina AI Inc. (BC1366490) that is the continuing operating subsidiary of the 
Company. 
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4. Reverse Acquisition (continued) 
 

As part of the RTO, the Company took certain steps prior to the Amalgamation, including, among 
other things: 

(i) changed its name to “XMachina AI Group Inc.”;  

(ii) amended its share capital structure pursuant to which the Company (a) altered the identifying 
name of its outstanding common shares as “Subordinate Voting Shares” (the “SVS”); (b) 
created a new class of “Multiple Voting Shares (the “MVS”); and (c) cancelled the existing 
preferred shares; and 

(iii) altered its Notice of Articles and Articles to create special rights and restrictions for, and attach 
those special rights and restrictions to the SVS, entitling the holders thereof to one (1) vote in 
respect of each Subordinate Voting Share held at meetings of shareholders, and the MVS, 
entitling the holders thereof to ten (10) votes in respect of each MVS held at such meetings, 
except at a meeting of which only holders of another particular class or series of shares  of the 
Company will have the right to vote. 

The Company accounted for the RTO as a recapitalization pursuant to IFRS 2 – Share-based payments 
with XMachina-AI Inc. determined to be the acquirer. 

 
A summary of RTO on June 7, 2022 is as follows: 
 
Consideration: 
 Share and total consideration (850,210 SVS x $0.25)… $  212,553 
Transaction costs: 
 Eliminate Company deficit and loss… 15,769 
 Subordinate voting shares exchanged for costs… 375,000 
 Prepaid transaction costs recognized… 75,000 
Total RTO costs… $678,322 

 
 
5. Accounts Receivable 

As at 

  
September 30,  

2022 
$ 

(Audited) 
December 31,  

2021 
$ 

Trade receivables 51,741 56,071 
Government remittances receivable 135,591 14,771 
Advances receivable — 750 
Less: expected credit losses (2,372) (2,250) 

 184,960 69,342 
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6. Restricted Cash Equivalents  
 

As of September 30, 2022, the Company had a $35,000 government investment certificate (“GIC”) 
that was purchased on November 25, 2021, maturing on November 25, 2022, and is held with the 
Company’s financial institution.  The GIC bears interest at prime plus 0.55% per annum and is being 
held as security against the Company’s credit cards with an aggregate equivalent credit limit of 
$35,000.  

 
 
7. Accounts Payable and Accrued Liabilities 

As at 

  
September 30,  

2022 
$ 

(Audited) 
December 31,  

2021 
$ 

Trade payables  111,136 31,745 
Accrued vacation 41,062 3,471 
Accrued professional fees 17,242 152,206 

 169,440 187,422 

 
 
8. Due from Related Parties 
 As at 

  
September 30,  

2022 
$ 

(Audited) 
December 31,  

2021 
$ 

Opening balance 47,598 — 
Amounts owing by former shareholders of BAIN 
and VON (see Note 4) 

 
34,795 

 
47,598 

 82,393 47,598 

 
All amounts are due on demand without interest.  Management determined that the full amount is 
collectible with no ECL allowance.  (Note 14) 

 
 
9. Debt  
 

Convertible loans 
As of September 30, 2022, Convertible loans totalling $NIL (Dec 31, 2021: $113,168) consisted of 
amounts advanced to or on behalf of the Company by its co-founders pursuant to a convertible line 
of credit agreement dated October 2, 2021.  All amounts owing were converted into XMAI common 
shares at $0.02 per share prior and were exchanged for equivalent subordinate voting shares in the 
Company on June 7, 2022.  (Note 14) 
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9. Debt (continued) 
 
Long-term debt 
Long-term debt of $51,180 (Dec 31, 2021: $46,855) relates to a long-term debt acquired in Bain 
Public with principal due without interest on December 31, 2023 (the “Due Date”) pursuant to the 
Canadian government’s COVID-19 CEBA loan program, net of the fair value of government grants 
regarding the $20,000 forgivable portion of the long term debt. 

 
 
10.  Furniture and Equipment 
 

 

 
 

Intangibles 
 

 
 

11. Share Capital and Reserves 
  

 Authorized share capital:   
- unlimited subordinate voting shares (SVS) without par value 
- 5,000,000 multiple voting shares (MVS) 

 
Reserved for issuance:   6,403,200 SVS 

     

Opening Balance Additions

Additions 

through 

Acquisitions Depreciation Closing Balance

Balance, December 31, 2020 (unaudited) -                        -                     -                        -                 -                      

Furniture -                        11,688              9,160                   1,753             19,095               

Computer equipment -                        -                     8,943                   -                 8,943                  

Mobile hardware -                        -                     916                       -                 916                     

Balance, December 31, 2021 (audited) -                        11,688              19,019                 1,753             28,954               

Furniture 19,095                 11,407              -                        3,720             26,782               

Computer equipment 8,943                   9,689                 -                        3,486             15,146               

Mobile hardware 916                       -                     -                        229                687                     

Software -                        -                     -                        -                 -                      

Balance, September 30, 2022 28,954                 21,096              -                        7,435             42,616               

Opening Balance Additions

Additions 

through 

Acquisitions Amortization Closing Balance

Balance, December 31, 2020 (unaudited) -                        -              -                  -                       -                       

Backlog and data -                        -              34,000           2,500                   31,500                 

Technologies -                        -              20,000           333                      19,667                 

Trademarks -                        -              192,000         -                       192,000              

Tradenames -                        -              88,000           33                         87,967                 

Balance, December 31, 2021 (audited) -                        -              334,000         2,867                   331,133              

Backlog and data 31,500                  -              -                  25,500                 6,000                   

Technologies 19,667                  -              -                  3,000                   16,667                 

Trademarks 192,000               -              -                  28,800                 163,200              

Tradenames 87,967                  -              -                  3,300                   84,667                 

Balance, Septembere 30, 2022 331,133               -              334,000         60,600                 270,533              



XMACHINA AI GROUP INC. (formerly, 1210352 B.C. LTD.)  
Notes to the Condensed Consolidated Financial Statements 
For the three and nine months ended September 30, 2022 and 2021 
(Unaudited, expressed on Canadian dollars, except share amounts) 
 

 

15 

 

 

11. Share Capital and Reserves (continued) 
 
Following the completion of the RTO on June 7, 2022 and as of September 30, 2022, the Company has 
the following outstanding securities:  
 

(i) 49,454,660 Subordinate Voting Shares; 
(ii) 5,000,000 Multiple Voting Shares; 
(iii) 1,102,000 warrants; and 
(iv) 5,300,000 options.  

 
On June 1, 2022, XMAI closed a brokered equity offering for 1,675,000 subscription receipts at a price 

of $0.25 per Subscription Receipt for aggregate gross proceeds of $418,750.  XMAI issued 134,000 

common share purchase warrants (the “Broker Warrants”) to certain brokers representing their 

compensation in assisting with the financing.  Each Broker Warrant is exercisable into one (1) 

common share at a price of $0.25 any time prior to May 31, 2024.  In addition to the Broker Warrants, 

XMAI paid to certain brokers a total of $15,050 in cash representing the cash compensation in 

connection with the financing. 

 

On June 7, 2022, pursuant to the RTO (Note 4), the Company issued the following securities: 

(i) issued 48,604,450 Subordinate Voting Shares in exchange for common shares in the capital 
of XMAI on a 1:1 basis;  

(ii) issued 5,000,000 Multiple Voting Shares in exchange for preferred shares in the capital of 
XMAI on a 1:1 basis; and 

(iii) issued 1,102,000 warrants and 5,300,000 options in exchange for equivalent securities held 
by the former shareholders of XMAI.  
 

Options: 
As at September 30, 2022, the Company had the following options outstanding: 
 

Number of Options Vested Unvested  Exercise Price ($) Expiry Date 

 5,300,000 1,325,000 3,975,000 0.25 April 18, 2028 
 

 

The following is a summary of options for the three and nine months ended September 30, 2022 
and 2021: 

   Number of Weighted Average 
   Options Issued Exercise Price ($)  

Balance, December 31, 2021  — — 

Issued – June 7, 2022 (Note 4)  5,300,000 0.25 

Balance, September 30, 2022  5,300,000 0.25 

 
The Company issued 5,300,000 options which can be exercised at $0.25 for a period of five years as 
noted above.  The fair value of the vested options was measured at $212,000 and expensed during 
the interim period ended September 30, 2022 using the Black-Scholes model with the following 
assumptions: share price of $0.25, expected life of 3 years, 173% volatility, and a risk-free interest 
rate of 2.02%.  
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11. Share Capital and Reserves (continued) 
 
Broker Warrants: 
As at September 30, 2022, the Company had the following broker warrants outstanding: 
 

Number of Broker Warrants Exercised Exercise Price ($) Expiry Date 

 212,000 — 0.10 October 28, 2024 
 756,000 — 0.10 November 29, 2024 
 134,000 — 0.25 May 31, 2024 

 1,102,000 —  
 

 
Broker Warrants: (continued) 
The following is a summary of broker warrants for the three and nine months ended September 30, 
2022 and 2021: 

   Number of Broker Weighted Average 
   Warrants Issued Exercise Price ($)  

Balance, December 31, 2021  — — 

Issued – June 7, 2022 (Note 4)  1,103,200 0.12 

Balance, September 30, 2022  1,103,200 0.12 

 
The Company has a warrant reserve of $65,820 regarding broker warrants issued in exchange for 
XMAI warrants on a 1:1 basis under the RTO with the Company.   
 
In connection with the brokered financing conducted in 2022, the XMAI issued a total of 134,000 
broker warrants which can be exercised at $0.25 for a period of three years as noted above.  The fair 
value of the broker warrants was measured at $17,420 using the Black-Scholes model with the 
following assumptions: share price of $0.25, expected life of 2 years, 173% volatility, and a risk-free 
interest rate of 2.02%.   
 
In connection with XMAI’s brokered financing conducted in 2021, the XMAI issued a total of 968,000 
broker warrants which can be exercised at $0.10 for a period of three years as noted above. The fair 
value of the broker warrants was measured at $48,400 using the Black-Scholes model with the 
following assumptions: share price of $0.10, expected life of 2 years, 141% volatility, and a risk-free 
interest rate of 0.68%. 
 

 
12. Capital Disclosures 
 

The Company's objective when managing capital is to maintain adequate cash resources to support 
planned activities which include administrative costs and general expenditures. In the management 
of capital, the Company includes cash, and the components of shareholders' equity. The Board of 
Directors does not establish quantitative return on capital criteria for management, but rather relies 
on the expertise of the Company's management to sustain future development of the business. 
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12. Capital Disclosures (continued) 
 
The Company manages the capital structure and makes adjustments to it in light of changes in 
economic conditions and the risk characteristics of the underlying assets. Historically, funding for the 
Company's plan is primarily managed through the issuance of additional subordinate voting shares, 
through its commercial activities and through obtaining financing. There are no assurances that 
funds will be made available to the Company when required. In order to carry out the planned 
development and pay for administrative costs, the Company will spend its existing working capital 
and expects to raise additional amounts as needed.  
 
The Company will continue to assess new acquisitions and seek to acquire additional businesses if it 
feels there is sufficient economic potential and adequate capital to do so. The Company invests all 
capital that is surplus to its immediate operational needs in short-term, liquid and highly rated 
financial instruments, such as cash, and all are held in major Canadian financial institutions. 
Management reviews its capital management approach on an ongoing basis and believes that this 
approach, given the relative size of the Company, is reasonable.  There were no changes in the 
Company's approach to capital management during the three and nine months ended September 
30, 2022. The Company is not subject to externally imposed capital requirements. 
 

13. Financial Instruments and Risk Factors  
 

(a) Fair values 
 
Fair value estimates of financial instruments are made at a specific point in time, based on relevant 
information about financial markets and specific financial instruments. As these estimates are 
subjective in nature, involving uncertainties and matters of significant judgment, they cannot be 
determined with precision. Changes in assumptions can significantly affect estimated fair values. 
 
The fair value of financial instruments is classified according to the following hierarchy based on the 
number of observable inputs used to value the instrument: 
 
• Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities. 
• Level 2 — Inputs are other than quoted prices in Level 1 that are either directly or indirectly 

observable for the asset or liability. 
• Level 3 — Inputs for the asset or liability that are not based on observable market data. 
 
Assessment of the significance of a particular input to the fair value measurement requires judgment 
and may affect the placement within the fair value hierarchy level. 

 
(b) Credit risk 
 

Credit risk is the risk of loss associated with a counter party's inability to fulfill its payment obligations. 
The Company's credit risk is attributable to cash and accounts receivable. The Company has 
concentration of credit risk in its $134,147 (Dec 31, 2021: $69,342) of accounts receivable with two 
customers representing $24,169 (18.0%) and $17,585 (13.1%) of total (Dec 31, 2021: $29,440 (42.5%) 
and $7,510 (10.8%) of total).  Credit losses from one or both of these customers could be a material 
negative impact on the Company.  
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13. Financial Instruments and Risk Factors (continued) 
 
(b) Credit risk (continued) 
 
Cash is held with major financial institutions, from which management believes the risk of loss to be 
minimal. The Company has not experienced any credit losses since inception and management 
believes it can mitigate any potential credit risk. 

 
(c) Liquidity risk 
 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations when they 
become due. The Company's exposure to liquidity risk is dependent on raising of funds to meet 
commitments and sustain operations. The Company controls liquidity risk by management of 
working capital and cash flows. The Company ensures that sufficient funds are raised from private 
placements or loans to meet its operating requirements, after taking into account existing cash.  
 
The Company's cash is held in business accounts which are available on demand for the Company's 
business and are not invested in any asset-backed deposits or investments. All of the financial 
liabilities of the Company are due within 12 months to the exception of the long-term debt of 
$49,656 (Dec 31, 2021: $46,855) regarding the CEBA bank long-term debt. (Note 9) 

 
(d) Interest rate risk 
 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. If interest rates decrease, the Company will 
generate smaller interest revenue. The Company is not exposed to significant interest rate risk due 
to the short-term maturity of its monetary assets. The Company is not susceptible to interest rate 
fair value risk on its convertible loans or long term debt that are non-interest bearing. 

 
 
14. Related Party Transactions 
  

During the three and nine months ended September 30, 2022, the following related party 
transactions occurred: 
 

Convertible Loans 
On February 28, 2022,  XMAI received notices to convert all outstanding debts under the convertible 
loans resulting in the issuance of 5,660,850 XMAI common shares for full settlement of $113,217 in 
related debt pursuant to the convertible line of credit agreement dated October 2, 2021.  The XMAI 
common shares were subsequently exchanged for equivalent subordinate voting shares in the 
Company upon closing of the RTO on June 7, 2022. (Note 11) 
 
Management Compensation and Prepaid Fees 
A total of $174,800 and $468,024 and in management fees were expensed as service costs for the 
three and nine months ended September 30, 2022, respectively (September 30, 2021: NIL).   Included 
in share-based compensation is $212,000 for nine months ended September 30, 2022 is the fair value 
of vested options received management.  
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15. Segmented Disclosures 

 

The Company has two operating segments namely product advisory services for BAIN under its 
SOAP™ platform (“Product Advisory”) and information technologies and SaaS segments (“IT & SaaS”) 
based on the “management” approach within the information technology in North America.  The 
management approach designates the internal reporting used by the Chief Operating Decision Maker 
(“CODM”) for making decisions and assessing performance as a source of the Company’s reportable 
operating segments. The CODM, who is the CEO of the Company, makes decisions and assesses the 
performance of the Company using two operating segments.  The CODM does not evaluate operating 
segments using discrete asset information. The Company does not specifically allocate assets to 
operating segments for internal reporting purposes. 
 
The following table shows information by operating segment for the three and nine months ended 
September 30, 2022: 

 
 
All segmented revenue was generated in Canada.  The Company had no subsidiaries or operations 
as of September 30, 2021 with one reportable segment. 

 
16. Subsequent Events 

 

The Company is currently conducting an equity financing at $0.25 per subordinate voting share for  
up to $2.5 million in gross proceeds (the “Equity Financing”), convertible debenture financing1 of up 
to $3.0 million in gross proceeds (the “Convertible Debt Financing”), and other debt financing up to 
$1.5 million through the Company’s primary financial institution (the “Debt Financing”), collectively 
the “Financings”, for acquisitions and general working capital purposes that are anticipated to close 
on or before December 31, 2022 or such other date as determined by the Board. 
 
1 The convertible debentures have a $1,000 principal amount, 3-year term, are convertible into 
subordinate voting shares (“SVS”) at $0.40 per SVS, and bear simple interest at 10% per annum 
payable semi-annually in arrears in cash or subordinate voting shares, at the holder’s election.   

IT & SaaS Product Advisory Total

Revenue 2,094                     87,602                      89,696                   

Cost of sales -                          34,638                      34,638                   

Gross margin 2,094                     52,964                      55,058                   

Profit/(loss) (448,929) 23,736                      (450,578)

IT & SaaS Product Advisory Total

Revenue 5,737                     302,739                   308,476                 

Cost of sales -                          106,061                   106,061                 

Gross margin 5,737                     196,678                   202,415                 

Profit/(loss) (2,234,339) 7,345                        (2,226,994)

Assets 1,948,575             244,991                   2,193,566             

For the three months ended September 30, 2022

For the nine months ended September 30, 2022


