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INDEPENDENT AUDITOR'S REPORT
To the Shareholders of Alkaline Fuel Cell Power Corp. (formerly Black Isle Resources Corp.)
Opinion
We have audited the consolidated financial statements of Alkaline Fuel Cell Power Corp. (formerly Black Isle Resources
Corp.) (the “Company”), which comprise the consolidated statements of financial position as at December 31, 2021
and 2020, and the consolidated statements of loss and comprehensive loss, changes in shareholders’ equity
(deficiency) and cash flows for the years then ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies (collectively referred to as the “financial statements”).
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of
the Company as at December 31, 2021 and 2020, and its financial performance and its cash flows for the years then
ended in accordance with International Financial Reporting Standards.
Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements section
of our report. We are independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with
these requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.
Material Uncertainty Related to Going Concern
We draw attention to Note 1 to the financial statements, which indicates that the Company has an accumulated deficit
of $24,441,504. As stated in Note 1, these events or conditions, along with other matters as set forth in Note 1, indicate
that a material uncertainty exists that may cast significant doubt on the Company's ability to continue as a going
concern. Our opinion is not modified in respect of this matter.
Other Information
Management is responsible for the other information. The other information comprises the information included in
Management’s Discussion and Analysis.
Our opinion on the financial statements does not cover the other information and we do not express any form of
assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information identified
above and, in doing so, consider whether the other information is materially inconsistent with the financial statements
or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
We obtained Management’s Discussion and Analysis prior to the date of this auditor’s report. If, based on the work we
have performed, we conclude that there is a material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.
Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with
International Financial Reporting Standards, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, management is responsible for assessing the Company's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Company or to cease operations, or has no realistic
alternative but to do so.
Those charged with governance are responsible for overseeing the Company's financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
Canadian generally accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:


Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.



Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.



Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.



Conclude on the appropriateness of management’s use of the going concern basis of accounting and based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Company to cease to continue as a going concern.



Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.
We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.
The engagement partner on the audit resulting in this independent auditor's report is Rakesh Patel.

DALE MATHESON CARR-HILTON LABONTE LLP
CHARTERED PROFESSIONAL ACCOUNTANTS
Vancouver, BC
March 31, 2022

ALKALINE FUEL CELL POWER CORP. (FORMERLY BLACK ISLE RESOURCES CORP.)
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(EXPRESSED IN CANADIAN DOLLARS)

Note

December 31,
2021
$

December 31,
2020
$

14,395
405
14,800

ASSETS
Current assets
Cash
Sales tax recoverable
Prepaid expenses

5

5,869,082
185,143
512,611
6,566,836

Long-term assets
Right-of-use asset
Property and equipment
Deposit for acquisition

8
4
15

183,752
157,884
2,060,000

-

8,968,472

14,800

326,871
80,000
47,348
454,219
142,622
596,841

219,170
86,961
306,131
306,131

27,605,686
5,437,930
(24,441,504)
(230,481)

12,853,398
1,983,409
(15,128,138)
-

TOTAL ASSETS
LIABILITIES
Current liabilities
Trade payables and accrued liabilities
Promissory notes
Lease liabilities – current portion
Total current liabilities
Lease liabilities
TOTAL LIABILITIES

6, 10
7
8
8

SHAREHOLDERS’ EQUITY (DEFICIENCY)
Share capital
Reserves
Deficit
Accumulated other comprehensive loss
TOTAL SHAREHOLDERS’ EQUITY (DEFICIENCY)
TOTAL LIABILITIES AND SHAREHOLDERS’
EQUITY (DEFICIENCY)

9
9

8,371,631

(291,331)

8,968,472

14,800

Nature and continuance of operations (Note 1)
Subsequent events (Note 15)
Approved on behalf of the Board on March 31, 2022
“Maciej Lis”

“Troy Grant”

Director

Director

The accompanying notes are an integral part of these consolidated financial statements
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ALKALINE FUEL CELL POWER CORP. (FORMERLY BLACK ISLE RESOURCES CORP.)
CONSOLIDATED STATEMENTS OF LOSS AND COMPREHENSIVE LOSS
(EXPRESSED IN CANADIAN DOLLARS)

Note
Expenses
Management and consulting fee
Corporate service
General and administrative
Interest expense
Marketing and advertising
Professional fees
Regulatory and filing fees
Rent
Share-based compensation
Shareholder communications
Wages and salaries
Amortization

9,10
9,10
10
7,8
10
10

For the years ended
December 31,
December 31,
2021
2020
$
$
2,307,220
117,928
429,204
39,079
2,433,743
413,095
151,814
68,196
2,972,701
67,696
269,571
58,461
(9,328,708)

36,375
1,248
632
42,591
4,115
(84,961)

Other income
Write-off of accounts payable
Net loss for the year

15,342
(9,313,366)

(84,961)

Other comprehensive loss
Exchange differences on translating foreign operations
Total comprehensive loss for the year

(230,481)
(9,534,847)

(84,961)

(0.06)

(0.01)

152,090,499

11,618,177

10
9,10
4,8

Loss and comprehensive loss per share – basic and diluted
Weighted average number of common shares outstanding basic and diluted

The accompanying notes are an integral part of these consolidated financial statements
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ALKALINE FUEL CELL POWER CORP. (FORMERLY BLACK ISLE RESOURCES CORP.)
CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY (DEFICIENCY)
(EXPRESSED IN CANADIAN DOLLARS)
Share capital

Balance at December 31, 2019
Loss and comprehensive loss for the year
Balance at December 31, 2020

Balance at December 31, 2020
Private placements (Note 9)
Share issuance costs (Note 9)
Shares for services (Note 9)
Share issued upon the exercise of options (Note 9)
Share-based compensation (Note 9)
Net loss for the year
Exchange differences on translating foreign operations
Balance at December 31, 2021

Number of
shares
#
11,618,177
11,618,177

Amount
$
12,853,398
12,853,398

Reserves
$
1,983,409
1,983,409

Accumulated
other
comprehensive
loss
$
-

11,618,177
135,939,394
20,500,000
200,000
168,257,571

12,853,398
16,100,000
(1,565,159)
102,500
114,947
27,605,686

1,983,409
530,767
(48,947)
2,972,701
5,437,930

(230,481)
(230,481)

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

Deficit
$
(15,043,177)
(84,961)
(15,128,138)

Total
$
(206,370)
(84,961)
(291,331)

(15,128,138)
(9,313,366)
(24,441,504)

(291,331)
16,100,000
(1,034,392)
102,500
66,000
2,972,701
(9,313,366)
(230,481)
8,371,631
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ALKALINE FUEL CELL POWER CORP. (FORMERLY BLACK ISLE RESOURCES CORP.)
CONSOLIDATED STATEMENTS OF CASH FLOWS
(EXPRESSED IN CANADIAN DOLLARS)
Year ended
December 31,
December 31,
2021
2020
$
$
Operating activities
Loss for the year
Items not affecting cash:
Accretion
Accrued interest
Amortization
Foreign exchange
Share-based compensation
Shares issued for management and consulting fee
Write-off of accounts payable

(9,313,366)

(84,961)

14,516
470
58,461
2,972,701
102,500
(15,342)

631
-

Changes in non-cash working capital items:
Decrease (increase) in taxes recoverable
Prepaid
Increase in trade payables and accrued liabilities
Net cash used in operating activities

(184,738)
(512,611)
123,043
(6,754,366)

Investing activities
Deposit on acquisition
Equipment purchase
Net cash used in Investing activities

(2,060,000)
(182,187)
(2,242,187)

-

Financing activities
Repayment of notes payable
Lease liability payments
Proceeds from option exercises
Proceeds from share issuances
Net cash provided by financing activities

(7,431)
(45,702)
66,000
15,065,607
15,078,474

-

Effects of foreign exchange on cash

(227,234)

-

Change in cash
Cash, beginning of the year

5,854,687
14,395

(20,503)
34,898

Cash, end of the year

5,869,082

14,395

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

3,033
60,794
(20,503)
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ALKALINE FUEL CELL POWER CORP. (FORMERLY BLACK ISLE RESOURCES CORP.)
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021
(EXPRESSED IN CANADIAN DOLLARS)
1.

Nature and continuance of operations
Alkaline Fuel Cell Power Corp. (formerly Black Isle Resources Corp.) (the “Company”) is incorporated
under the laws of the province of British Columbia, Canada, and its principal activity is the development,
production, sale, maintenance of renewable energy and fuel cells. The Company received approval from the
TSX Venture Exchange (“TSX-V”) to delist all its common shares from the TSX-V, effective at the close of
business on November 30, 2018. On July 16, 2021, the Company’s common shares were listed for trading
on the NEO Exchange Inc. (“NEO”) under the symbol “PWWR”.
Effective June 24, 2021, the Company changed its name from Black Isle Resources Corp. to Alkaline Fuel
Cell Power Corp. The head office and registered office of the Company are located at 810 – 789 West Pender
Street, Vancouver, British Columbia, Canada, V6C 1H2.
These consolidated financial statements have been prepared on the assumption that the Company will
continue as a going concern, meaning it will continue in operation for the foreseeable future and will be able
to realize assets and discharge liabilities in the ordinary course of operations. Different bases of measurement
may be appropriate if the Company is not expected to continue operations for the foreseeable future. During
the year ended December 31, 2021, the Company changed the course of its business from a resource company
to pursue new opportunities in the field of renewable energy and fuel cells development. The Company is
not able to finance day to day activities through operations. The Company has working capital at December
31, 2021 of $6,112,617 (2020 – working capital deficit of $291,331) and a deficit of $24,441,504 (2020 $15,128,138). The Company’s continuation as a going concern is dependent upon its ability to develop
renewable energy and fuel cell technology and its ability to attain profitable operations and generate funds
there from and/or raise equity capital or borrowings sufficient to meet current and future obligations. These
uncertainties cast significant doubt about the Company’s ability to continue as a going concern. Management
intends to finance operating costs and fund its renewable energy and fuel cell development activities over the
next twelve months with existing cash, private placements of common shares and/or loans from directors and
companies controlled by directors. These consolidated financial statements do not include any adjustments
relating to the recoverability and classification of recorded asset amounts and classifications of liabilities that
might be necessary should the Company be unable to continue as a going concern and the net realizable value
of its assets may be materially less than the amounts on its consolidated statement of financial position. Such
adjustments could be material.
In March 2020, the World Health Organization declared coronavirus COVID-19 a global pandemic. This
contagious disease outbreak, which has continued to spread, and any related adverse public health
developments, has adversely affected workforces, economies, and financial markets globally, potentially
leading to an economic downturn. While the impact of COVID-19 cannot be reasonably estimated, the
Company anticipates this could have an adverse impact on its business, results of operation, financial
position, and cash flow.

2.

Statement of compliance and significant accounting policies
These consolidated financial statements were authorized for issue on March 31, 2022 by the directors of the
Company.
Statement of compliance with International Financial Reporting Standards
The consolidated financial statements of the Company comply with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”) and Interpretations
of the International Financial Reporting Interpretations Committee (“IFRIC”).

8

ALKALINE FUEL CELL POWER CORP. (FORMERLY BLACK ISLE RESOURCES CORP.)
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021
(EXPRESSED IN CANADIAN DOLLARS)
2.

Statement of compliance and significant accounting policies (continued)
Basis of presentation
These consolidated financial statements have been prepared on an accrual basis and are based on historical
costs, modified where applicable. The financial statements are presented in Canadian dollars, unless
otherwise noted, which is the Company’s functional currency.
Basis of consolidation
These consolidated financial statements include the accounts of the Company and its subsidiaries. The
financial statements of the subsidiaries are included in the financial statements from the date that control
commences until the date that control ceases. All inter-company balances, transactions, income and expenses
have been eliminated upon consolidation.
During the year ended December 31, 2021, the Company incorporated two wholly owned subsidiaries, Fuel
Cell Power NV in Belgium and Fuel Cell Power s.r.o in the Czech Republic. The two subsidiaries are in the
business of development, production, sale and maintenance of renewable energy and fuel cells. The
functional currency of Fuel Cell Power NV and Fuel Cell Power s.r.o is the European Euro. The assets and
liabilities of these entities are translated into Canadian dollars using the period-end exchange rate and the
operations and cash flows are translated using the average rates of exchange over the period. Exchange
differences arising when net assets and profit or loss are translated into Canadian dollars are recognized in
other comprehensive loss and recorded in the Company’s accumulated other comprehensive loss.
Significant estimates and assumptions
The preparation of consolidated financial statements in accordance with IFRS requires the Company to make
estimates and assumptions concerning the future. The Company’s management reviews these estimates and
underlying assumptions on an ongoing basis, based on experience and other factors, including expectations
of future events that are believed to be reasonable under the circumstances. Revisions to estimates are
adjusted for prospectively in the period in which the estimates are revised.
Estimates and assumptions where there is significant risk of material adjustments to assets and liabilities in
future accounting periods include the recoverability of the useful life and recoverability of long-lived assets,
the calculation of share-based compensation and the recoverability and measurement of deferred tax assets.
Significant judgments
The preparation of consolidated financial statements in accordance with IFRS requires the Company to make
judgments, apart from those involving estimates, in applying accounting policies. The most significant
judgments in applying the Company’s financial statements include:




the assessment of the Company’s ability to continue as a going concern and whether there are events or
conditions that may give rise to significant uncertainty; and
Determining whether lease contract contains an identified asset, whether the Company has the right to
control the asset, and the lease term. The lease term is based on considering facts and circumstances,
both qualitative and quantitative, that can create economic incentive to exercise renewal options.
The assessment of whether expenditures qualify as intangible assets under IAS 38 Intangible Assets. No
such costs have been capitalized as at December 31, 2021.
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ALKALINE FUEL CELL POWER CORP. (FORMERLY BLACK ISLE RESOURCES CORP.)
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021
(EXPRESSED IN CANADIAN DOLLARS)
2.

Statement of compliance and significant accounting policies (continued)
Functional and presentation currency
The functional currency is the currency of the primary economic environment in which the entity operates
and has been determined to be the Canadian dollar for the Company. Transactions in currencies other than
the Canadian dollar are recorded at exchange rates prevailing on the dates of the transactions. At the end of
each reporting period, the monetary assets and liabilities of the Company that are denominated in a currency
other than the Canadian dollar are translated at the exchange rate at the reporting date, while non-monetary
assets and liabilities are translated at historical rates. Revenues and expenses are translated at the exchange
rates approximating those in effect on the date of the transactions. Exchange gains and losses arising on
translation are included in the statement of comprehensive income (loss) in the period in which they arise.
Leases
The Company assesses at the time of agreement whether an agreement is, or contains, a lease. An agreement
is, or contains, a lease if the agreement conveys the right to control the use of an identified asset for a period
of time in exchange for consideration.
The Company applies a single recognition and measurement approach for all leases, except for short-term
leases and leases of low-value assets. The Company recognizes lease liabilities to make lease payments and
right-of-use assets representing the right to use the underlying assets.
Right-of-use assets (“ROU”) are recognized at the commencement date of the lease (the date the underlying
asset is available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and
any impairment losses, and adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets
includes the amount of lease liabilities recognized, initial direct costs incurred, and lease payments made at
or before the commencement date less any lease incentives received. Right-of-use assets are depreciated on
a straight-line basis over the shorter of the lease terms and the estimated useful lives of the assets. If
ownership of the leased asset transfers to the Company by the end of the lease term or the cost reflects the
exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.
Equipment
Equipment is measured at cost less accumulated depreciation and impairment losses. Equipment not available
for use is not subject to depreciation. Depreciation is recognized on a straight-line basis over a term of three
to nine years.
An asset’s residual value, useful life and depreciation method is reviewed at each reporting period and
adjusted if appropriate. When parts of an item of equipment have different useful lives, they are accounted
for as separate items (major components) of equipment.
Subsequent costs that meet the asset recognition criteria are capitalized, while costs incurred that do not
extend the economic useful life of an asset are considered repairs and maintenance, which are accounted for
as an expense recognized during the period. Gains and losses on disposal of an item are determined by
comparing the proceeds from disposal with the carrying amount of the item and recognized in profit or loss.
Intangible Assets
Expenditure on research activities, undertaken with the prospect of gaining new scientific or technical
knowledge and understanding, are expensed as incurred. Development activities involve a plan or design for
the production of new or substantially improved products and processes. Development expenditures are
capitalized only if development costs can be measured reliably, the product or process is technically and
commercially feasible, future economic benefits are probable, and the Company intends to and has sufficient
resources to complete development and to use or sell the asset. None of the Company’s development
expenditures to date have met these criteria.
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ALKALINE FUEL CELL POWER CORP. (FORMERLY BLACK ISLE RESOURCES CORP.)
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021
(EXPRESSED IN CANADIAN DOLLARS)
2.

Statement of compliance and significant accounting policies (continued)
Share capital
Financial instruments issued by the Company are classified as equity only to the extent that they do not meet
the definition of a financial liability or financial asset. The Company’s common shares, and share warrants
are classified as equity instruments.
Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction
from the proceeds.
Proceeds received on the issuance of units, consisting of common shares and warrants are allocated to share
capital.
Share-based payments
The Company has an employee stock option plan. Share-based payments to employees are measured at the
fair value of the instruments issued and amortized over the vesting periods. Share-based payments to nonemployees are measured at the fair value of goods or services received or the fair value of the equity
instruments issued, if it is determined the fair value of the goods or services cannot be reliably measured and
are recorded at the date the goods or services are received. The corresponding amount is recorded to the
option reserve. The fair value of options is determined using the Black–Scholes Option Pricing Model which
incorporates all market vesting conditions. The number of shares and options expected to vest is reviewed
and adjusted at the end of each reporting period such that the amount recognized for services received as
consideration for the equity instruments granted shall be based on the number of equity instruments that
eventually vest. When the options are exercised, the applicable amounts of option reserves are transferred to
share capital.
Loss per share
Basic loss per share is calculated by dividing the income attributable to common shareholders by the weighted
average number of common shares outstanding in the year. In calculating the diluted income per share, the
weighted average number of common shares outstanding assumes that the proceeds to be received on the
exercise of dilutive share options and warrants are used to repurchase common shares at the average market
price during the year. For all periods presented, the loss attributable to common shareholders equals the
reported loss attributable to owners of the Company.
Financial instruments
Classification
The Company classifies its financial instruments in the following categories: at fair value through profit and
loss (“FVTPL”), at fair value through other comprehensive loss (“FVTOCI”) or at amortized cost. The
Company determines the classification of financial assets at initial recognition. The classification of debt
instruments is driven by the Company’s business model for managing the financial assets and their
contractual cash flow characteristics. Equity instruments that are held for trading are classified as FVTPL.
For other equity instruments, on the day of acquisition the Company can make an irrevocable election (on an
instrument-by-instrument basis) to designate them as at FVTOCI. Financial liabilities are measured at
amortized cost, unless they are required to be measured at FVTPL (such as instruments held for trading or
derivatives) or if the Company has opted to measure them at FVTPL.
The following table shows the Company’s classification of financial assets and liabilities under IFRS 9:
Financial asset / liability
Cash
Trade payables
Promissory Notes

Classification under IFRS 9
FVTPL
Amortized cost
Amortized cost
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ALKALINE FUEL CELL POWER CORP. (FORMERLY BLACK ISLE RESOURCES CORP.)
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021
(EXPRESSED IN CANADIAN DOLLARS)
2.

Statement of compliance and significant accounting policies (continued)
Measurement
Financial assets and liabilities at amortized cost
Financial assets and liabilities at amortized cost are initially recognized at fair value plus or minus transaction
costs, respectively, and subsequently carried at amortized cost less any impairment.
Financial assets and liabilities at FVTPL
Financial assets and liabilities carried at FVTPL are initially recorded at fair value and transaction costs are
expensed in the statements of loss and comprehensive loss. Realized and unrealized gains and losses arising
from changes in the fair value of the financial assets and liabilities held at FVTPL are included in the
statements of loss and comprehensive loss in the period in which they arise. Where management has opted
to recognize a financial liability at FVTPL, any changes associated with the Company’s own credit risk will
be recognized in other comprehensive loss.
Financial assets through other comprehensive income (“FVTOCI”)
Financial assets that meet the following conditions are measured at FVTOCI:


The financial asset is held within a business model whose objective is achieved by both collecting
contractual cash flows and selling financial assets; and



The contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

The Company does not currently hold any financial instruments designated as FVTOCI.
Equity instruments designated as FVTOCI
On initial recognition, the Company may make an irrevocable election (on an instrument-by-instrument
basis) to designate investments in equity instruments that would otherwise be measured at fair value through
profit or loss to present subsequent changes in fair value in other comprehensive income. Designation at
FVTOCI is not permitted if the equity investment is held for trading or if it is contingent consideration
recognized by an acquirer in a business combination. Investments in equity instruments at FVTOCI are
initially measured at fair value plus transaction costs. Subsequently, they are measured at fair value with
gains and losses arising from changes in fair value recognized in Other Comprehensive Income (“OCI”). The
cumulative gain or loss is not reclassified to profit or loss on disposal of the equity instrument, instead, it is
transferred to retained earnings. The Company does not currently hold any equity instruments designated as
FVTOCI.
Impairment of financial assets at amortized cost
The Company recognizes a loss allowance for expected credit losses on financial assets that are measured at
amortized cost. At each reporting date, the Company measures the loss allowance for the financial asset at
an amount equal to the lifetime expected credit losses if the credit risk on the financial asset has increased
significantly since initial recognition. If at the reporting date, the credit risk of the financial asset has not
increased significantly since initial recognition, the Company measures the loss allowance for the financial
asset at an amount equal to the twelve month expected credit losses. The Company shall recognize in the
statements of comprehensive loss, as an impairment gain or loss, the amount of expected credit losses (or
reversal) that is required to adjust the loss allowance at the reporting date to the amount that is required to be
recognized.
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ALKALINE FUEL CELL POWER CORP. (FORMERLY BLACK ISLE RESOURCES CORP.)
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021
(EXPRESSED IN CANADIAN DOLLARS)
2.

Statement of compliance and significant accounting policies (continued)
Derecognition
Financial assets
The Company derecognizes financial assets only when the contractual rights to cash flows from the financial
assets expire, or when it transfers the financial assets and substantially all of the associated risks and rewards
of ownership to another entity. Gains and losses on derecognition are generally recognized in the statements
of loss and comprehensive loss.
Financial liabilities
The Company derecognizes financial liabilities only when its obligations under the financial liabilities are
discharged, cancelled or expired. Generally, the difference between the carrying amount of the financial
liability derecognized and the consideration paid and payable, including any non-cash assets transferred or
liabilities assumed, is recognized in the statements of loss and comprehensive loss.
Impairment of assets
The carrying amount of the Company’s long-lived assets is reviewed at each reporting date to determine
whether there is any indication of impairment. If such indication exists, the recoverable amount of the asset
is estimated in order to determine the extent of the impairment loss. An impairment loss is recognized
whenever the carrying amount of an asset or its cash generating unit exceeds its recoverable amount.
Impairment losses are recognized in the statement of loss and comprehensive loss.
The recoverable amount is the greater of an asset’s fair value, less cost to sell, and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects the current market assessments of the time value of money and the risks specific to the asset.
For an asset that does not generate cash inflows, largely independent of those from other assets, the
recoverable amount is determined for the cash-generating unit to which the asset belongs.
An impairment loss is only reversed if there is an indication that the impairment loss may no longer exist and
there has been a change in the estimates used to determine the recoverable amount, however, not to an amount
higher than the carrying amount that would have been determined had no impairment loss been recognized
in previous years.
Assets that have an indefinite useful life are not subject to amortization and are tested annually for
impairment.
Income taxes
Current income tax:
Current income tax assets and liabilities for the current period are measured at the amount expected to be
recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are
those that are enacted or substantively enacted, at the reporting date, in the countries where the Company
operates and generates taxable income.
Current income tax relating to items recognized directly in other comprehensive income or equity is
recognized in other comprehensive income or equity and not in profit or loss. Management periodically
evaluates positions taken in the tax returns with respect to situations in which applicable tax regulations are
subject to interpretation and establishes provisions where appropriate.
Deferred tax:
Deferred tax is provided using the liability method on temporary differences at the reporting date between
the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.
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2.

Statement of compliance and significant accounting policies (continued)
The carrying amount of deferred tax assets is reviewed at the end of each reporting period and recognized
only to the extent that it is probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilized.
Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when
the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.
Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off current
tax assets against current tax liabilities, the income taxes relate to the same taxable entity and the same
taxation authority, and the Company intends to settle its current tax assets and liabilities on a net basis.

3.

Accounting standards issued but not yet effective
There are no other IFRS or IFRIC interpretations that are not yet effective that would be expected to have a
material impact on the Company’s consolidated financial statements.

4.

Equipment
Machinery
$

Office Equipment
$

Total
$

Cost
Balance, December 31, 2020 and 2019
Additions
Foreign exchange
Balance, December 31, 2021

79,824
(1,672)
78,152

102,362
(2,145)
100,217

182,186
(3,817)
178,369

Accumulated amortization
Balance, December 31, 2020 and 2019
Amortization
Foreign exchange
Balance, December 31, 2021

5,944
(125)
5,819

14,980
(314)
14,666

20,924
(439)
20,485

72,333

85,551

157,884

Net book values
December 31, 2020
December 31, 2021
5.

Prepaid expenses

Consulting fees
Insurance
Shareholder communication
Deposits

December 31,
2021
$
410,589
47,396
13,125
41,501
512,611

December 31,
2020
$
-
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6.

Account payables and accrued liabilities
The components of account payables and accrued liabilities are as follows:

Account payables
Amounts due to related parties (Note 10)
Accrued liabilities

7.

December 31,
2021
$
192,618
128,852
5,401
326,871

December 31,
2020
$
23,538
185,632
10,000
219,170

December 31,
2021
$
86,961
(7,431)
470
80,000

December 31,
2020
$
86,329
632
86,961

Promissory and loan payable

Balance, beginning of the year
Repayments
Interest
Balance, end of year

During the year ended December 31, 2018, the Company entered into an arm’s length promissory note
(“Promissory Note”). The principal amount of the Promissory Note is $5,250. The Promissory Note bears
interest at 12% per annum and is due on demand. Interest of $470 was accrued for the year ended December
31, 2021 (2020 - $632). During the year ended December 31, 2021, the full amount was repaid and as at
December 31, 2021 an amount of $Nil (December 31, 2020 - $6,961) is outstanding.
During the year ended December 31, 2018, the Company received arm’s length short term advances (“Loan”)
of $30,000 and a further of $50,000 during the year ended December 31, 2019. The Loan is non-interest
bearing, due on demand and has no fixed date of repayment. As at December 31, 2021, the balance on the
Loan is $80,000 (December 31, 2020 - $80,000).
8.

Right-of-use assets and lease liabilities
The Company’s primary leases consist of a research and development facility and an office space. The
Company used an incremental borrowing rate of 15% to estimate the fair value of lease liabilities.
The following is a continuity schedule of right-of-use assets for the years ended December 31, 2021 and
2020:

Right-of-use assets
Balance, December 31, 2020 and 2019
Additions
Amortization
Foreign exchange
Balance, December 31, 2021

Office
Lease
$
225,222
(37,537)
(3,933)
183,752
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Right-of-use assets and lease liabilities (continued)
The following is a continuity schedule of lease liabilities for the years ended December 31, 2021 and 2020:

Lease liabilities
Balance, December 31, 2020 and 2019
Additions
Interest
Payments
Foreign exchange
Balance, December 31, 2021
Less: current portion
Non-current portion

Office
Lease
$
225,222
14,516
(45,702)
(4,066)
189,970
47,348
142,622

The undiscounted lease liabilities are as follows:
Year ended December,
2022
2023
2024
Total lease payments

$
89,489
89,489
44,744
223,722

On July 1, 2021 and August 1, 2021, the Company entered into leases for additional space with 12 month
terms in consideration for lease payments of $5,020 (€3,488) and $2,628 (CZK45,000) per month,
respectively. The Company has elected not to recognize right‐of‐use assets and lease liabilities for leases
with lease terms of 12 months or less and the Company recognizes the lease payments associated with these
leases as an expense on a straight‐line basis over the lease term, as permitted by IFRS 16.
9.

Share capital and reserves
Authorized share capital
The authorized share capital of the Company is an unlimited number of common shares without par value
and an unlimited number of preferred shares without par value. All issued shares, consist only of common
shares and are fully paid.
Issued share capital
As at December 31, 2021, the Company had 168,257,571 (December 31, 2020 – 11,618,177) shares
outstanding.
Escrowed shares
As at December 31, 2021, 13,500,000 (2020 – Nil) common shares are held in escrow.
During the year ended December 31, 2021
On January 14, 2021, the Company closed a non-brokered private placement for the sale of 16,000,000
common shares of the Company at a price of $0.005 per common share for gross proceeds of $80,000. The
Company recorded share issuance costs of $2,569.
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9.

Share capital and reserves (continued)
On January 14, 2021, the Company issued 2,500,000 common shares at a value of $0.005 per share for total
value of $12,500 pursuant to a finder’s fee agreement with a non-arm’s length party for services regarding
the finding of the new CEO for the Company. This was recorded as consulting fees in the statement of
comprehensive loss (Note 10).
On January 14, 2021, the Company issued 18,000,000 common shares of the Company to the incoming CEO
pursuant to a consulting agreement. The 18,000,000 common shares were issued at a value of $0.005 per
share for total value of $90,000, which was recorded to consulting fees in the statement of comprehensive
loss (Note 10).
On January 14, 2021, the Company closed a non-brokered private placement for the sale of 76,000,000
common shares of the Company at a price of $0.02 per common share for gross proceeds of $1,520,000. The
Company recorded share issuance costs of $3,811.
On April 1, 2021, the Company closed a non-brokered private placement for the sale of 19,085,383 units of
the Company at a price of $0.33 per unit for gross proceeds of $6,298,176. Each unit consisted of one
common share of the Company and one transferable share purchase warrant. Each warrant entitles the holder
thereof to purchase one additional share at a price of $0.75 per warrant share for a period of two years from
the date of issuance, subject to an accelerated expiry if the closing price of the Company's shares is greater
than $1.50 per share for a minimum of 10 consecutive trading days. The Company will give notice to the
holders of the warrants of such accelerated expiry and the warrants will expire 30 days thereafter.
In connection with the private placement, the Company paid finders’ fees and share issuance costs of
$568,833 cash and issued 1,335,976 finder’s warrants with a fair value of $229,960. The warrants were
measured using the Black-Scholes Option Pricing Model with the following assumptions: Stock price - $0.33;
exercise price - $0.33; expected life – 2 years; volatility – 100%; dividend yield – $0; and risk-free rate –
0.23%.
On April 9, 2021, the Company closed a non-brokered private placement for the sale of 21,651,715 units of
the Company at a price of $0.33 per unit for gross proceeds of $7,145,066. Each unit consists of one common
share of the Company and one transferable share purchase warrant. Each warrant entitles the holder thereof
to purchase one additional share at a price of $0.75 per warrant share for a period of two years from the date
of issuance, subject to an accelerated expiry if the closing price of the Company's shares is greater than $1.50
per share for a minimum of 10 consecutive trading days. The Company will give notice to the holders of such
accelerated expiry and the warrants will expire 30 days thereafter. On May 7, 2021, the Company announced
that it will be extending the expiry date of a total of 40,737,098 share purchase warrants and 257,112 finder’s
share purchase warrants, all of which are exercisable at $0.75 per share for a period of two years (collectively,
the “Warrants”). The Warrants previously expired on March 31, 2023, and were subject to an accelerated
expiry if the closing price of the Company's shares is greater than $1.50 per share for a minimum of 10
consecutive trading days. The Company modified the expiry date of the warrants to May 7, 2023, and the
warrants will remain subject to an accelerated expiry if the closing price of the Company's shares is greater
than $1.50 per share for a minimum of 10 consecutive trading days.
In connection with the private placement, the Company paid finders’ fees and share issuance costs of
$385,011 cash and issued 1,515,620 finder’s warrants with a fair value of $260,978. The warrants were
measured using the Black-Scholes Option Pricing Model with the following assumptions: Stock price - $0.33;
exercise price - $0.33; expected life – 2 years; volatility – 100%; dividend yield – $0; and risk-free rate –
0.27%. Upon the modification of the 257,112 finder’s share purchase warrants the Company recorded
additional share issuance costs of $1,227 related to the increase in the fair value of the warrants.

17

ALKALINE FUEL CELL POWER CORP. (FORMERLY BLACK ISLE RESOURCES CORP.)
CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2021
(EXPRESSED IN CANADIAN DOLLARS)
9.

Share capital and reserves (continued)
On May 7, 2021, the Company closed a non-brokered private placement for the sale of 3,202,296 units of
the Company at a price of $0.33 per unit for gross proceeds of $1,056,758. Each unit consists of one common
share of the Company and one transferable share purchase warrant. Each warrant entitles the holder thereof
to purchase one additional share at a price of $0.75 per warrant share for a period of two years from the date
of issuance, subject to an accelerated expiry if the closing price of the Company's shares is greater than $1.50
per share for a minimum of 10 consecutive trading days. The Company will give notice to the holders of such
accelerated expiry and the warrants will expire 30 days thereafter.
In connection with the private placement, the Company paid finders’ fees and share issuance costs of $74,169
cash and issued 224,160 finder’s warrants with a fair value of $38,602. The warrants were measured using
the Black-Scholes Option Pricing Model with the following assumptions: Stock price - $0.33; exercise price
- $0.33; expected life – 2 years; volatility – 100%; dividend yield – $0; and risk-free rate – 0.28%.
On July 14, 2021, the Company issued 200,000 common shares pursuant to options exercised for gross
proceeds of $66,000. The Company transferred $48,947 from reserves to share capital.
During the year ended December 31, 2020
During the year ended December 31, 2020, no shares were issued.
Stock options
The Company has an incentive stock option plan in place under which it is authorized to grant options to
directors, officers, employees and consultants to acquire up to 10% of the Company’s issued and outstanding
common shares. Under the plan, the exercise price of each option may not be less than the market price of
the Company’s stock as calculated on the date of grant less the applicable discount. The options can be
granted for a maximum term of 5 years and vesting periods are determined by the Board of Directors.
On January 14, 2021, the Company granted incentive stock options to the of the Chairman of the Company
to purchase an aggregate of 2,000,000 common shares at an exercise price of $0.33 per common share for up
to five years. The options vested upon grant. The grant date fair value of the options was measured at $12,117.
The options were measured using the Black-Scholes Option Pricing Model with the following assumptions:
Stock price - $0.02; exercise price - $0.33; expected life – 5 years; volatility – 100%; dividend yield – $0;
and risk-free rate – 0.37%.
On January 14, 2021, the Company granted incentive stock options to the Chief Operating Officer (“COO”)
of the Company to purchase an aggregate of 3,000,000 common shares at an exercise price of $0.25 per
common share for up to five years. The options vested upon grant. The grant date fair value of the options
was measured at $20,684. The options were measured using the Black-Scholes Option Pricing Model with
the following assumptions: Stock price - $0.02; exercise price - $0.25; expected life – 5 years; volatility –
100%; dividend yield – $0; and risk-free rate – 0.37%.
On March 12, 2021, the Company granted incentive stock options to consultants to purchase an aggregate of
500,000 common shares at an exercise price of $0.33 per common share for up to five years. The options
vested upon grant. The grant date fair value of the options was measured at $122,399. The options were
measured using the Black-Scholes Option Pricing Model with the following assumptions: Stock price - $0.33;
exercise price - $0.33; expected life – 5 years; volatility – 100%; dividend yield – $0; and risk-free rate –
0.80%.
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Share capital and reserves (continued)
On April 17, 2021, the Company granted incentive stock options to consultants to purchase an aggregate of
11,312,500 common shares at an exercise price of $0.33 per common share for up to five years. The options
vested upon grant. The grant date fair value of the options was measured at $2,768,542. The options were
measured using the Black-Scholes Option Pricing Model with the following assumptions: Stock price - $0.33;
exercise price - $0.33; expected life – 5 years; volatility – 100%; dividend yield – $0; and risk-free rate –
0.77%.
On July 15, 2021, the Company granted incentive stock options to consultants to purchase an aggregate of
200,000 common shares at an exercise price of $0.33 per common share for up to five years. The options
vested upon grant. The grant date fair value of the options was measured at $48,959. The options were
measured using the Black-Scholes Option Pricing Model with the following assumptions: Stock price - $0.33;
exercise price - $0.33; expected life – 5 years; volatility – 100%; dividend yield – $0; and risk-free rate –
0.80%.
During the year ended December 31, 2021, the Company recorded share-based compensation of $2,972,701
(2020 - $Nil) related to the vested stock options granted.
The following is a summary of the Company’s option activity for the year ended December 31, 2021. The
Company did not have any stock options outstanding at December 31, 2020 or 2019.
Number of Options
17,012,500
(200,000)

Outstanding, December 31, 2019 and December 31, 2020
Issued
Exercised
Outstanding, December 31, 2021

16,812,500

Details of options outstanding as at December 31, 2021 are as follows:

Exercise price
$0.25
$0.33
$0.33
$0.33
$0.33
Total

Number of Options
outstanding
3,000,000
2,000,000
500,000
11,112,500
200,000
16,812,500

Expiry date
January 14, 2026
January 14, 2026
March 12, 2026
April 17, 2026
July 15, 2026

The options outstanding at December 31, 2021 have a weighted average exercise price of $0.32 and a
weighted average remaining contractual life of 4.22 years. The weighted average exercise price for stock
options granted in the year was $0.32.
The weighted average share price for stock options exercised in 2021 was $0.78.
Share purchase warrants
The following is a summary of the Company’s warrant activity for the year ended December 31, 2021. The
Company did not have any stock warrants outstanding at December 31, 2020 or 2019.
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Share capital and reserves (continued)
Number of
Warrants
47,015,150
47,015,150

Outstanding, December 31, 2019 and December 31, 2020
Issued
Outstanding, December 31, 2021
Details of warrants outstanding as at December 31, 2021 are as follows:
Exercise price
$0.33
$0.33
$0.75
$0.33

Number of Warrants
outstanding
1,078,864
1,515,620
43,939,394
481,272
47,015,150

Expiry date
April 1, 2023
April 9, 2023
May 7, 2023
May 7, 2023

The warrants outstanding at December 31, 2021 have a weighted average exercise price of $0.72 and a
weighted average remaining contractual life of 1.34 years.
On May 7, 2021, the Company announced that it will be extending the expiry date of a total of 40,737,098
share purchase warrants and 257,112 finder’s share purchase warrants, all of which are exercisable at $0.75
per share for a period of two years (collectively, the “Warrants”) to May 7, 2023. The Warrants were issued
pursuant to a non-brokered private placement which closed over two tranches in April 2021. The Warrants
previously expired on March 31, 2023. The warrants will remain subject to an accelerated expiry if the closing
price of the Company's shares is greater than $1.50 per share for a minimum of 10 consecutive trading days.
Upon the modification of the 257,112 finder’s share purchase warrants the Company recorded additional
share issuance costs of $1,227 related to the increase in the fair value of the warrants.
Share-based payment reserve
The share-based payment reserves record items recognized as stock-based compensation expense and other
share-based payments until such time that the stock options or warrants are exercised, at which time the
corresponding amount will be transferred to share capital.
Restricted Stock Units
The Company’s shareholders approved a restricted share unit plan to grant restricted share units (“RSU’s”)
to directors, officers, key employees and consultants of the Company (the “2021 RSU Plan”), and a 20%
rolling stock option plan (the “2021 Option Plan”).
Pursuant to the 2021 RSU Plan, the Company may reserve up to a maximum of 20% of the issued and
outstanding common shares at the time of grant for awards granted under the 2021 RSU Plan. The 2021
Option Plan provides for a maximum of number of shares proposed to be granted under the 2021 Option Plan
equal to 20% of the issued and outstanding shares at the time of grant.
Foreign currency translation reserve
The foreign currency translation reserve records unrealized exchange differences arising on translation of
group companies that have a functional currency other than the Company’s reporting currency.
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10.

Related party transactions
Included in accounts payable and accrued liabilities and loans at December 31, 2021 is $128,852 (December
31, 2020 - $185,632) owing to companies controlled by directors, former directors and officers of the
Company. These amounts are non-interest bearing with no stated terms of repayment. The Company also
had prepaid expenses to companies controlled by directors of the Company of $48,000.
On January 14, 2021, the Company issued 2,500,000 common shares at a value of $0.005 per share for total
value of $12,500 pursuant to a finder’s fee agreement with a non-arm’s length party for services regarding
the finding of the new CEO for the Company. This was recorded as consulting fees in the statement of
comprehensive loss (Note 9).
On January 14, 2021, the Company issued 18,000,000 common shares of the Company to the incoming CEO
pursuant to a consulting agreement entered with the incoming CEO. The 18,000,000 common shares were
issued at a value of $0.005 per share for total value of $90,000, which was recorded to consulting fees in the
statement of comprehensive loss (Note 9).
On January 14, 2021, the Company granted incentive stock options to the Chairman of the Company to
purchase an aggregate of 2,000,000 common shares at an exercise price of $0.33 per common share for up
to five years. The options vested upon grant and the Company recorded the fair value of $12,117 to sharebased compensation in the statement of comprehensive loss (Note 9).
On January 14, 2021, the Company granted incentive stock options to the COO of the Company to purchase
an aggregate of 3,000,000 common shares at an exercise price of $0.25 per common share for up to five
years. The options vested upon grant and the Company recorded the fair value of $20,684 to share-based
compensation in the statement of comprehensive loss (Note 9).
On July 27, 2021, the Company entered into a consulting agreement with First Marketing GmbH who will
provide investor relations and marketing services in consideration for $2,220,150 (€1,500,000). First
Marketing GmbH is arm's length to the Company; however, its three principals previously purchased shares
of the Company representing approximately 19.6% of the Company’s issued and outstanding share capital.
During the years ended December 31, 2021 and 2020, the Company entered into the following transactions
with related parties and incurred payments to key management personnel, which were in the normal course
of operations.
Year ended
December 31, December 31,
2021
2020
$
$
Consulting and professional fees to a company controlled by a
director and former director of the Company
Corporate service fees to a company controlled by a director of the
Company
Rent to companies controlled by the CEO and a former director of the
Company
Consulting fees to a company controlled by the CEO of the Company
Consulting fees to a company controlled by the COO of the Company
Consulting fees to a company controlled by the chairman of the
advisory board of the Company
Share-based compensation to related parties

115,500

36,000

123,351

36,375

13,834
378,127
301,868

-

156,871
32,801
1,122,352

72,375
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Financial instrument fair value and risk factors
Fair value
Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy
according to the relative reliability of the inputs used to estimate the fair values. The three levels of the fair
value hierarchy are:
 Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities;
 Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly or
indirectly; and
 Level 3 – Inputs that are not based on observable market data.
The Company’s financial instruments include cash, trade payables, and promissory notes. Cash is measured
based on Level 1 inputs of the fair value hierarchy. The carrying value of all other financial instruments
approximates their fair value due to their short-term nature.
The following is an analysis of the Company’s financial assets and liabilities measured at fair value as at
December 31, 2021 and December 31, 2020:

Cash

Cash

$

As at December 31, 2021
Level 1
Level 2
5,869,082
$
$

Level 3
-

$

As at December 31, 2020
Level 1
Level 2
14,395
$
$

Level 3
-

Risk factors
The Company is exposed in varying degrees to a variety of financial instrument related risks.
Credit Risk
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause
the other party to incur a financial loss. The Company has cash and short-term loan balances. The bank
account is held with a major Canadian bank. As all of the Company’s cash is held by two banks, there is a
concentration of credit risk with the banks. This risk is managed by using a major banks that are a high credit
quality financial institution as determined by rating agencies. The Company’s secondary exposure to risk is
on its receivables. This risk is minimal as receivables consist primarily of refundable government sales taxes.
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Financial instrument fair value and risk factors (continued)
Currency Risk
Foreign currency risk is the risk that the fair values of future cash flows of a financial instrument will fluctuate
because they are denominated in currencies that differ from the respective functional currency. The Company
is exposed to currency risk as it incurs expenditures that are denominated in United States dollar, the Euro,
and the Czech Koruna, while its functional currency is the Canadian dollar. The Company does not hedge its
exposure to fluctuations in foreign exchange rates. The Company’s cash is held in Canadian dollars and
Euros. Some of the Company’s operating expenses were denominated in Euros and the Czech Koruna. The
Company managed its exposure to foreign currency fluctuations by maintaining foreign currency bank
accounts to offset foreign currency payables where possible. Management relied on the natural hedge created
by this matching process and thus has chosen not to otherwise hedge its foreign exchange risk. Foreign
exchange risk is assessed as nominal as at December 31, 2021.
Interest Rate Risk
Interest rate risk is the risk due to variability of interest rates. The Company is exposed to interest rate risk
on its bank account. The income earned on the bank account is subject to the movements in interest rates.
The Company has cash balances and interest-bearing debt with fixed rates; therefore, interest rate risk is
nominal.
Liquidity Risk
Liquidity risk arises through the excess of financial obligations over available financial assets due at any
point in time. The Company’s objective in managing liquidity risk is to maintain sufficient readily available
reserves in order to meet its liquidity requirements at any point in time. The Company achieves this by
maintaining sufficient cash balances.
Funding risk is the risk that market conditions will impact the Company’s ability to raise capital through
equity markets under acceptable terms and conditions. Under current market conditions, both liquidity and
funding risk have been assessed as high.

12.

Capital management
The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a
going concern in order to pursue business opportunities and to maintain a flexible capital structure which
optimizes the costs of capital at an acceptable risk. In the management of capital, the Company includes the
components of shareholders’ equity.
The Company manages the capital structure and makes adjustments to it in light of changes in economic
conditions and the risk characteristics of the underlying assets. To maintain or adjust the capital structure, the
Company may attempt to issue new shares, issue debt, acquire or dispose of assets or adjust the amount of
cash.
In order to facilitate the management of its capital requirements, the Company prepares annual expenditure
budgets that are updated as necessary depending on various factors, including successful capital deployment
and general industry conditions. The annual and updated budgets are approved by the Board of Directors.
The Company currently is not subject to externally imposed capital requirements. There were no changes in
the Company’s approach to capital management from fiscal 2020.
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Segmented information
The Company operates within two geographic areas, Canada and Europe and has one operating segment,
which is the development, production, sale, maintenance of renewable energy and fuel cells.

Year months ended December 31, 2021
Revenue
Net Loss
Year ended December 31, 2020
Revenue
Net Loss

Canada
$

European Union
$

Total
$

(7,673,384)

(1,639,982)

(9,313,366)

(84,961)

-

(84,961)

Canada
$

European Union
$

Total
$

-

341,636

341,636

-

-

-

As at December 31, 2021
Total non-current assets
As at December 31, 2020
Total non-current assets
14.

Income taxes
A reconciliation of the expected income tax recovery to the actual income tax recovery is as follows:

Net loss for the year
Statutory tax rate
Expected income tax recovery
Adjustment to prior year provision versus statutory tax returns
Non-deductible expenses
Share issuance costs
Change in valuation allowance
Income tax recovery

December 31,
2021
$
(9,313,366)
26.5%
(2,468,102)
803,703
(279,286)
1,943,685
$
-

December 31,
2020
$
(84,961)
27%
(22,939)
(406,963)
429,902
$
-

The Company has the following deductible temporary differences for which no deferred tax asset has been
recognized:

Exploration and evaluation assets
Share issuance costs
Capital assets
Non-capital loss carry-forwards
Net deferred tax assets

December 31,
2021
$
1,398,287
223,429
5,231
2,373,180
$
4,000,127

December 31,
2020
$
1,398,287
658,155
$
2,056,442
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14.

Income taxes (continued)
The tax pools relating to these deductible temporary differences expire as follows:
Non-capital losses
2026
2030
2031
2032
2034
2035
2036
2037
2038
2039
2040
2041
No expiry

$

$

155,425
27,367
170,753
158,503
133,808
39,634
28,742
1,605,277
95,579
92,988
84,961
4,903,584
946,050
8,442,671

Resource pools
$
$

$

5,178,842
5,178,842

As future taxable profits of the Company are uncertain, no deferred tax asset has been recognized. As at
December 31, 2021, the Company has approximately $7,341,193 in Canadian non-capital losses that can be
offset against taxable income in future years which expire between 2030 and 2041, $155,425 in non-capital
losses in the Czech Republic that expire in 2026, and $946,050 in non-capital losses in Belgium which have
no expiry.
The potential deferred tax benefit of these losses has not been recorded as a deferred tax asset valuation
allowance has been provided due to the uncertainty regarding the realization of these losses.
15.

Subsequent events
On November 6, 2021, the Company entered into a letter of intent to acquire a business of developing,
permitting, installing, and operating combined heat and power units in large apartment buildings or
condominium buildings, hospitals, and other commercial and industrial facilities. The letter of intent
contemplates the acquisition of 100% of the business in consideration for $2,000,000 in cash, a $1,000,000
promissory note and the greater of 9,900,000 shares of the Company and $9,900,000 worth of shares of the
Company. In addition, the Company agreed to additional milestone payments in cash and the Company’s
common shares of up to greater of 7,000,000 shares of the Company and $7,000,000 worth of shares of the
Company. At December 31, 2021, the Company had paid a deposit on the acquisition of $2,060,000.
On March 4, 2022, the Company announced that in conjunction with the letter of intent above, it had entered
into an agreement to acquire 100% of the Combined Heat and Power (CHP) generation business (the "AI
Business") of AI Renewable 2018-I Limited Partnership, AI Renewable 2020-I Limited Partnership and 2191
Yonge Ltd. (collectively, “AI”).
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15.

Subsequent events (continued)
Pursuant to the terms of the definitive agreements, the consideration contemplated (the "Purchase Price")
shall consist of 22,575,758 common shares of the Company (the "Consideration Shares") and $3,000,000 in
cash consideration. In connection with the execution of the definitive agreements, the Company advanced a
$2,000,000 loan to the vendors, which will be applied against the cash consideration on closing. The
remaining $1,000,000 cash payment shall be paid no later than January 2, 2023. The closing of the
Transaction is subject to completion of satisfactory due-diligence by the Company and the acceptance of the
Transaction by the NEO Exchange. In addition to the Purchase Price payable on closing, the Company shall
pay to the vendors additional consideration upon the achievement of certain milestones described below:
Milestone #1 - If the AI Business obtains “Green Loans” and/or government grants for the AI Business and/or
their customers of $2,500,000 more for the installation of CHP units in buildings within 18 months following
the closing ("Milestone #1"), the vendors will be compensated with additional common shares in the capital
of the Company (the "Common Shares") equal to the greater value of 1,000,000 Common Shares or the
number of Common Shares worth $1,000,000 (each a "Milestone #1 Common Share"). The deemed value of
each Milestone #1 Common Share being the 5 day volume weighted average price (the "VWAP") of the
common shares of the Company calculated from the date that the Milestone #1 payment has been earned.
Milestone #2 - If the AI Business signs contracts to install CHP units in buildings containing not less than
2,000 additional residential units over a minimum of 7 buildings (excluding 2181 Yonge and 2191 Yonge)
within 24 month period following the closing (the "Milestone #2"), the vendors will be rewarded with
additional Common Shares equal to the greater value of Common Shares worth $2,000,000 or 2,000,000
Common Shares (each a “Milestone #2 Common Share”). The deemed value of each Milestone #2 Common
Share shall be based on the 5 days VWAP of the Common Shares calculated from the date that the Milestone
#2 payment has been earned.
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