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Independent auditor’s report 

To the Shareholders of Exro Technologies Inc. 

Our opinion 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, 
the financial position of Exro Technologies Inc. and its subsidiaries (together, the Company) as at 
December 31, 2021 and its financial performance and its cash flows for the year then ended in 
accordance with International Financial Reporting Standards as issued by the International Accounting 
Standards Board (IFRS). 

What we have audited 
The Company’s consolidated financial statements comprise: 

 the consolidated statement of financial position as at December 31, 2021; 

 the consolidated statement of comprehensive loss for the year then ended; 

 the consolidated statement of shareholders’ equity for the year then ended; 

 the consolidated statement of cash flows for the year then ended; and 

 the notes to the consolidated financial statements, which include significant accounting policies and 
other explanatory information. 

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 consolidated financial statements section of our report. 

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

Independence 
We are independent of the Company in accordance with the ethical requirements that are relevant to our 
audit of the consolidated financial statements in Canada. We have fulfilled our other ethical responsibilities 
in accordance with these requirements. 

Material uncertainty related to going concern 

We draw attention to Note 1 in the consolidated financial statements, which describes events or conditions 
that indicate the existence of a material uncertainty that may cast significant doubt about the Company's 
ability to continue as a going concern. Our opinion is not modified in respect of this matter. 



Key audit matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the consolidated financial statements for the year ended December 31, 2021. These matters were 
addressed in the context of our audit of the consolidated financial statements as a whole, and in forming 
our opinion thereon, and we do not provide a separate opinion on these matters. In addition to the matter 
described in the Material uncertainty related to going concern section, we have determined the matters 
described below to be the key audit matters to be communicated in our report. 

Key audit matter How our audit addressed the key audit matter 

Valuation of investment 

Refer to note 2 – Basis of presentation, 
Significant accounting estimates and judgments, 
note 3 – Significant accounting policies, financial 
instruments and note 5 – Investment to the 
consolidated financial statements.  

During the year, the Company invested US 
$5,000,000 in SEA Electric Holdings Pty Ltd 
(SEA Electric) by subscribing for 124,380 Series 
A Preferred Shares at a price of US $40.1995 per 
share. As at December 31, 2021, the fair value of 
the Company’s investment in SEA Electric was 
estimated to be $12,661,418. Equity instruments 
are classified as fair value through profit or loss. 
Where the fair values of equity instruments 
cannot be derived from transactions in active 
markets, they are determined using appropriate 
valuation techniques for which sufficient data is 
available to measure fair value, maximizing the 
use of relevant observable inputs and minimizing 
the use of unobservable inputs. The fair value of 
the Company’s investment was estimated based 
on the transaction price of recent share 
issuances of SEA Electric to third parties. 
Management applied judgment to determine 
whether the fair value based on the transaction 
price is still appropriate as at December 31, 2021 
by considering relevant industry information, and 
to the extent available, information of the 

Our approach to addressing the matter involved the 
following procedures, among others: 

 Tested how management determined the fair 
value of the investment in SEA Electric, 
which included the following: 

– Obtained a confirmation from SEA Electric of 
the number of preferred shares issued during 
the year to the Company.  

– Agreed transaction price of recent share 
issuances of SEA Electric to third party 
information. 

– Evaluated management’s determination as to 
whether the transaction price is still 
appropriate by considering relevant industry 
information, and information of the underlying 
company. 



Key audit matter How our audit addressed the key audit matter 

underlying company. 

We considered this a key audit matter due to the 
significance of the investment, management’s 
judgment in assessing the relevant industry 
information, and information of the underlying 
company and the auditor judgment and 
subjectivity in performing procedures to evaluate 
management’s assessment of the fair value of 
the investment. 

Comparative information 

The consolidated financial statements of the Company for the year ended December 31, 2020 were 
audited by another auditor who expressed an unmodified opinion on those statements on April 6, 2021. 

Other information 

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

Our opinion on the consolidated financial statements does not cover the other information and we do not 
express any form of assurance conclusion thereon. 

In connection with our audit of the consolidated 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 consolidated financial statements or our knowledge obtained in the audit, or 
otherwise appears to be materially misstated. 

If, based on the work we have performed, we conclude that there is a material misstatement of this other 
information, we are required to report that fact. We have nothing to report in this regard. 

Responsibilities of management and those charged with governance for the 
consolidated financial statements 

Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with IFRS, and for such internal control as management determines is 
necessary to enable the preparation of consolidated financial statements that are free from material 
misstatement, whether due to fraud or error. 



In preparing the consolidated financial statements, management is responsible for assessing the 
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless management either intends to liquidate 
the Company or to cease operations, or has no realistic alternative but to do so. 

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

Auditor’s responsibilities for the audit of the consolidated financial statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as 
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 
guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards 
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and 
are considered material if, individually or in the aggregate, they could reasonably be expected to influence 
the economic decisions of users taken on the basis of these consolidated financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise 
professional judgment and maintain professional skepticism throughout the audit. We also: 

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

 Obtain an understanding of internal control relevant to the 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 consolidated financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our auditor’s report. However, future events or conditions may cause the Company to 
cease to continue as a going concern.  



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

 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Company to express an opinion on the consolidated financial 
statements. We are responsible for the direction, supervision and performance of the group audit. We 
remain solely responsible for our audit opinion. 

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. 

From the matters communicated with those charged with governance, we determine those matters that 
were of most significance in the audit of the consolidated financial statements of the current period and 
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we 
determine that a matter should not be communicated in our report because the adverse consequences of 
doing so would reasonably be expected to outweigh the public interest benefits of such communication. 

The engagement partner on the audit resulting in this independent auditor’s report is Reynold Tetzlaff. 

/s/PricewaterhouseCoopers LLP

Chartered Professional Accountants 

Calgary, Alberta 
March 29, 2022 



As at Note December 31, 2021 December 31, 2020
ASSETS
CURRENT ASSETS

Cash and cash equivalents $ 15,349,212 $ 48,298,894 
Amounts receivable  135,091  159,268 
Prepaid expense  2,169,828  361,063 
Inventory  174,426  — 

 17,828,557  48,819,225 

Deposits  —  7,500 
Investment 5  12,661,418  — 
Property, plant, and equipment 6  15,504,881  1,347,856 

TOTAL ASSETS $ 45,994,856 $ 50,174,581 

LIABILITIES
CURRENT LIABILITIES

Accounts payable and accrued liabilities $ 3,004,848 $ 1,780,726 
Unearned revenue  31,809  — 
Lease liability – current portion 7  620,896  112,235 

 3,657,553  1,892,961 

Long-term debt 8  47,587  25,719 
Lease liability – long-term portion 7  4,515,847  250,158 

TOTAL LIABILITIES  8,220,987  2,168,838 

SHAREHOLDERS' EQUITY
Share capital 9  82,845,028  78,011,435 
Contributed surplus  15,775,637  6,232,026 
Deficit  (60,816,680)  (36,237,718) 
Accumulated other comprehensive loss  (30,116) 

TOTAL SHAREHOLDERS' EQUITY  37,773,869  48,005,743 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 45,994,856 $ 50,174,581 

Subsequent events (note 14)
Going concern (note 1)

These Consolidated financial statements were authorized for issue by the Board of Directors on March 29, 2022. They are 
signed on the Company's behalf by:

“Mark Godsy” “Jill Bodkin”

Director Director

See accompanying notes to the consolidated financial statements

Exro Technologies Inc.
Consolidated Statements of Financial Position
(Expressed in Canadian dollars)
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Note 2021 2020
EXPENSES

Selling, general and administration $ 5,398,305 $ 2,991,963 
Payroll and consulting fees 13  7,340,916  3,031,863 
Research and development 13  7,407,940  2,266,206 
Depreciation expense 6  700,856  194,291 
Share-based payments 9  9,789,290  2,224,385 
Interest expense (income)  122,784  (27,366) 

TOTAL EXPENSES $ (30,760,091) $ (10,681,342) 

Gain on investment 5  6,224,336  — 
Foreign exchange gain (loss)  (28,207)  (221,801) 
Gain on settlement of debt  —  16,104 
Income from government grants 8  —  15,575 
Gain (loss) on sale of subsidiary and investment  —  (99,052) 
Other income (loss)  (15,000)  1,062 

NET LOSS $ (24,578,962) $ (10,969,454) 

Items that may be subsequently reclassified to earnings:
Gain (loss) on translation of foreign currency $ (30,116) $ — 

OTHER COMPREHENSIVE LOSS $ (24,609,078) $ (10,969,454) 

Loss per share - basic and diluted 9 $ (0.20) $ (0.12) 
Weighted average number of common shares outstanding  120,133,748  90,318,733 

See accompanying notes to the consolidated financial statements

Exro Technologies Inc.
Consolidated Statements of Comprehensive Loss 
For the years ended December 31, 2021 and 2020
(Expressed in Canadian dollars)
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Note

Number of 
outstanding 

shares
Share 

capital
Contributed 

surplus Deficit

Accumulated 
other 

comprehensive 
income

Total 
shareholders' 

equity
Balance, December 31, 2019  69,876,744 $ 24,048,395 $ 1,793,846 $ (25,268,264) $ — $ 573,977 

Financing, net of issuance cost  38,133,197  46,996,875  3,080,652  —  —  50,077,527 
Shares issued on exercise of options 9  2,937,832  1,414,286  (553,375)  —  —  860,911 
Shares issued on exercise of warrants 9  6,498,035  5,551,879  (753,790)  —  —  4,798,089 
Share-based payments 9  —  —  2,664,693  —  —  2,664,693 
Net Loss  —  —  —  (10,969,454)  —  (10,969,454) 

Balance, December 31, 2020  117,445,808  78,011,435  6,232,026  (36,237,718)  —  48,005,743 

Financing, net of issuance costs  —  25,000  —  —  —  25,000 
Shares issued on exercise of options 9  2,407,951  2,663,933  (1,152,508)  —  —  1,511,425 
Shares issued on exercise of warrants 9  1,051,515  2,144,660  (736,386)  —  —  1,408,274 
Share-based payments 9  —  —  11,432,505  —  —  11,432,505 
Net loss  —  —  —  (24,578,962)  —  (24,578,962) 
Other comprehensive loss  —  —  —  —  (30,116)  (30,116) 

Balance, December 31, 2021  120,905,274 $ 82,845,028 $ 15,775,637 $ (60,816,680) $ (30,116) $ 37,773,869 

See accompanying notes to the consolidated financial statements

Exro Technologies Inc.
Consolidated Statements of Shareholders' Equity
(Expressed in Canadian dollars)

- 3 -



Note 2021 2020
OPERATING ACTIVITIES
Net loss for the year $ (24,578,962) $ (10,969,454) 

Items not involving cash:
Depreciation 6  701,208  194,291 
Share-based payments 9  11,432,505  2,664,693 
Non-cash interest  1,868  1,294 
Unrealized gain on investment 5  (6,224,336)  — 
Unrealized foreign exchange (gain) loss  (53,432)  — 
Gain on settlement of debt  —  (16,104) 
Income from government assistance  —  (15,575) 
Loss (gain) on sale of subsidiary and investments  —  99,052 

Changes in non-cash working capital:
Amounts receivable  24,177  (141,981) 
Prepaid expenses  (1,808,765)  (226,126) 
Accounts payable and accrued liabilities  437,512  1,176,406 
Deposits  7,500  9,836 
Inventory  (174,426)  — 

Cash used in operating activities  (20,235,151)  (7,223,668) 

INVESTING ACTIVITIES
Net cash on disposal of subsidiary  —  (9,631) 
Purchase of equipment 6  (10,076,745)  (989,605) 
Purchase of investment 5  (6,358,650)  — 
Change in non-cash working capital  640,475  196,535 

Cash used in investing activities  (15,794,920)  (802,701) 

FINANCING ACTIVITIES
Proceeds from financings  —  54,389,588 
Share issue costs  —  (4,312,061) 
Proceeds from exercise of options 9  1,511,425  860,911 
Proceeds from exercise of warrants 9  1,408,274  4,798,089 
Proceeds from long term debt 8  20,000  40,000 
Principal repayment of lease liability 7  (7,138)  (98,940) 
Change in non-cash working capital  177,944  151,040 

Cash provided by financing activities  3,110,505  55,828,627 

Impact of foreign currency translation  (30,116)  — 

Increase (decrease) in cash and cash equivalents  (32,949,682)  47,802,258 
Cash and cash equivalents, beginning of the year  48,298,894  496,636 

Cash and cash equivalents, end of the year  15,349,212  48,298,894 

See accompanying notes to the consolidated financial statements

Exro Technologies Inc.
Consolidated Statements of Cash Flows 
For the years ended December 31, 2021 and 2020
(Expressed in Canadian dollars)
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1. NATURE OF OPERATIONS

Exro Technologies Inc. (“Exro” or the “Company”) is incorporated under the British Columbia Business 
Company Act. The Company’s shares are listed on the TSX Exchange (“TSX”) and trades under the symbol 
“EXRO”. The Company’s head office is located at 12–21 Highfield Circle S.E., Calgary, Alberta, T2G 5N6, 
relocated from 2820-200 Granville Street, Vancouver, British Columbia, V6C 1S4.  The Company is working 
towards commercializing its patented coil driver technology and proprietary system architecture for power 
electronics, as well as the battery control system technology for stationary energy storage.

Going Concern Assumption

These consolidated financial statements have been prepared on a going concern basis, which assumes the 
Company will continue in operation for the foreseeable future and be able to realize its assets and 
discharge its liabilities in the normal course of business. The Company has not generated substantial 
revenues to date and has incurred substantial losses to date. The ability for the Company to continue as a 
going concern is dependent on the Company’s ability raise capital for research and development activities 
and to achieve product commercialization.

The Company is largely dependent upon external financings to fund its activities. In order to carry out 
planned development and pay for administrative costs, the Company will spend its existing working capital 
and raise additional funds as needed through, but not limited to, accessing capital markets, lease financing 
and debt agreements.

On December 16, 2021, and subsequently amended on February 1, 2022, the Company filed a shelf 
prospectus with an aggregate limit of $200 million of Exro’s subordinate voting shares, preferred shares, 
debt securities, warrants, subscription receipts and units from time to time over a 25-month period. On 
February 4, 2022, the Company completed a bought deal for gross proceeds of $20.35 million (note 15).

As a result of the factors noted above, there are material uncertainties that may cast significant doubt on the 
ability of the Company to continue as a going concern. These consolidated financial statements do not give 
effect to adjustments that would be necessary to the carrying values and classifications of assets and 
liabilities should the Company be unable to continue as a going concern. Such adjustments could be 
material.

2. BASIS OF PREPARATION

(a) Statement of compliance

These consolidated financial statements, including comparatives have been prepared using accounting 
policies consistent with International Financial Reporting Standards (“IFRS”) as issued by the International 
Accounting Standards Board (“IASB”) and interpretations issued by the International Financial Reporting 
Interpretations Committee (“IFRIC”).

The consolidated financial statements of the Company for the year ended December 31, 2021 were 
reviewed by the Audit Committee and approved and authorized for issue by the Board of Directors on 
March 29, 2022.

Exro Technologies Inc.
Notes to the Consolidated Financial Statements 
For the year ended December 31, 2021
(Expressed in Canadian dollars)

- 5 -



(b) Basis of measurement

These consolidated financial statements have been prepared on a historical cost basis, except for certain 
financial instruments that have been measured at fair value. 

(c) Functional currency and presentation

These consolidated financial statements are presented in Canadian dollars, which is the functional and 
presentation currency of the Company and its Canadian based subsidiaries.

(d) Basis of consolidation

The Company controls an investee if the Company has power over the entity; exposure, or rights, to 
variable returns from its involvement with the investee; and the ability to use its power over the investee to 
affect its returns. The Company re-assesses whether or not it controls an investee if facts and 
circumstances indicate that there are changes to one or more of the three elements of control. 
Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases 
when the Company loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary 
acquired or disposed of during the year are included in loss and comprehensive loss from the date that the 
Company gains control until the date that the Company ceases to control the subsidiary.

Subsidiaries Location of Operations Percent Ownership Functional Currency
Exro Technologies Inc. Calgary, Canada 100% Canadian Dollar
DPM Technologies Vancouver, Canada 100% Canadian Dollar
Exro Technologies USA, Inc. Arizona, USA 100% US Dollar
Exro Vehicle Systems Inc. Michigan, USA 100% US Dollar

(e) Significant accounting estimates and judgments

The preparation of these consolidated financial statements requires management to make certain 
estimates, judgments and assumptions that affect the reported amounts of assets and liabilities at the date 
of the consolidated financial statements and reported amounts of expenses during the reporting period. 
Actual outcomes could differ from these estimates. These consolidated financial statements include 
estimates which, by their nature, are uncertain. The impact of such estimates are pervasive throughout the 
consolidated financial statements and may require accounting adjustments based on future occurrences. 
Revisions to accounting estimates are recognized in the period in which the estimate is revised and future 
periods if the revision affects both current and future periods. These estimates are based on historical 
experience, current and future economic conditions and other factors, including expectations of future 
events that are believed to be reasonable under the circumstances.

The Company reviews its estimates and underlying assumptions on an ongoing basis.

Critical Judgments

The following are critical judgments that management has made in the process of applying accounting 
policies and that have the most significant effect on the amounts recognized in the consolidated financial 
statements:

i. Management is required to assess the functional currency of the Company and its subsidiaries. In 
concluding that the Canadian dollar is the functional currency of the Company, management considered 

Exro Technologies Inc.
Notes to the Consolidated Financial Statements 
For the year ended December 31, 2021
(Expressed in Canadian dollars)
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the currency that mainly influences the operating expenditures in the jurisdiction in which the Company 
operates.

ii. The determination of categories of financial assets and financial liabilities has been identified as an 
accounting policy which involves judgments or assessments made by management.

iii. Judgment is required in determining whether deferred tax assets are recognized in the statement of 
financial position. Deferred tax assets, including those arising from unutilized tax losses, require 
management to assess the likelihood that the Company will generate taxable earnings in future periods, 
in order to utilize recognized deferred tax assets.

iv. Management is required to determine whether or not the going concern assumption is appropriate for 
the Company at the end of each reporting period. Considerations taken into account include available 
information about the future including the availability of financing and revenue projection, as well as 
current working capital balance and future commitments of the Company.

v. Judgements are made in determining the fair value of share-based payments which includes making 
estimates of the likelihood of certain milestones being met.

vi. Judgments are made in determining the appropriate incremental borrowing rate to estimate lease 
liabilities and evaluating whether or not the Company is reasonably certain to exercise renewal options.

vii. Where the fair value of financial assets and liabilities recorded on the consolidated statements of 
financial position cannot be derived from active markets, they are determined using a variety of 
valuation techniques. The inputs to these models are derived from observable market data where 
possible, but where observable market data is not available, judgement is required to establish fair 
values. Where the fair value cannot be derived from transactions in active markets, they are determined 
using appropriate valuation techniques for which sufficient data is available to measure fair value, 
maximizing the use of relevant observable inputs and minimizing the use of unobservable inputs.

Estimation Uncertainty

The following are key assumptions concerning the future and other key sources of estimation uncertainty 
that have a significant risk of resulting in a material adjustment to the carrying amount of assets and 
liabilities within the current and next fiscal financial years:

i. Estimates of future taxable income are based on forecast cash flows from operations and the 
application of existing tax laws in each jurisdiction. To the extent that future cash flows and taxable 
income differ significantly from estimates, the ability of the Company to realize the net deferred tax 
assets recorded at the date of the statement of financial position could be impacted.

Additionally, future changes in tax laws in the jurisdictions in which the Company operates could limit 
the ability of the Company to obtain tax deductions in future periods. The Company has not recorded 
any deferred tax assets.

ii. The fair value of accrued liabilities at the time of initial recognition is made using the best estimate of 
the amount expected to be paid based on a qualitative assessment of all relevant factors.

iii. Property, plant and equipment is carried at cost less any accumulated depreciation and accumulated 
impairment losses. Depreciation is calculated using management’ best estimate on the useful life of the 
assets. Determination of impairment loss is subject to management’s assessment if there is any 
indication of a possible write-down; and if so, the determination of recoverable value based on 
discounted future cash flows of the intangible assets. The carrying amount of nil for intangible assets 
does not necessarily reflect present or future value and the ultimate amount recoverable will be 
dependent upon the successful commercialization of products based on these underlying technologies.

Exro Technologies Inc.
Notes to the Consolidated Financial Statements 
For the year ended December 31, 2021
(Expressed in Canadian dollars)
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3. SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of significant accounting policies:

(a) Foreign currency translation

The functional currency of the Company and each of its subsidiaries is the currency of the primary 
economic environment in which they operate. The consolidated financial statements are presented in 
Canadian dollars, which is also the Company’s functional currency. Transactions in other than an entity’s 
functional currency are recorded at exchange rates prevailing on the dates of the transactions.

(b) Share-based payments

Share-based compensation to employees and others providing similar services are measured at the 
estimated fair value of the instruments issued on the grant date and expensed over the vesting periods. 
Share-based compensation to non-employees is measured at the fair value of the goods or services 
received or the fair value of the equity instruments issued if the fair value of the goods or services cannot be 
reliably measured and is recorded at the date the goods or services are received. The fair value of the 
options granted is measured using the Black-Scholes option pricing model taking into account the terms 
and conditions upon which the options were granted. The amount recognized as an expense is adjusted to 
reflect the number of awards expected to vest. Share-based payments are credited to reserves.

Proceeds from the exercise of stock options and warrants are recorded as share capital in the amount for 
which the option or warrant enabled the holder to purchase a share in the Company. Any previously 
recorded share-based payment included as contributed surplus is transferred to share capital on exercise of 
options. Share capital issued for non-monetary consideration is valued at the closing market price at the 
date of issuance. The proceeds from issuance of units are allocated between common shares and warrants 
based on the residual method. Under this method, the proceeds are allocated first to share capital based on 
the fair value as determined by the quoted bid price of the common shares and any residual value is 
allocated to contributed surplus. Consideration received for the exercise of warrants is recorded in share 
capital, and any related amount recorded in contributed surplus is transferred to share capital. Charges for 
options or warrants that are cancelled or expire are reclassified from contributed surplus to deficit.

(c) Property, plant and equipment

Property, plant and equipment is carried at cost less accumulated depreciation, and less any recognized 
impairment losses. The cost of additions, including costs to bring the asset to its location and condition 
necessary to operate in the manner intended, are capitalized. Each part of a component of property, plant 
and equipment with a cost that is significant in relation to the total cost of the component is depreciated 
separately. When the cost of replacing a portion of a component of property and equipment, the carrying 
amount of the replaced component is recognized.

Depreciation of assets under construction commences when the assets are ready and being utilized for 
their intended use. The assets’ residual values and useful lives are reviewed, and adjusted as appropriate, 
at the end of each reporting period. Changes in the expected useful life or the expected pattern of 
consumption of future economic benefits embodied in the asset are accounted for by adjusting the 
depreciation period or method, as appropriate, and are treated as changes in accounting estimates.

Equipment is recorded at cost and depreciated primarily over its estimated useful life which has been 
determined as follows:

i. Research and development equipment................................................................. 7 years
ii. Furniture and office equipment.............................................................................. 3 years
iii. Right of use assets................................................................................................ Lease term

Exro Technologies Inc.
Notes to the Consolidated Financial Statements 
For the year ended December 31, 2021
(Expressed in Canadian dollars)
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(d) Income taxes

Deferred and current income tax is recognized using the liability method on temporary differences arising 
between the tax and accounting bases of assets and liabilities as well as for the benefit of losses available 
to be carried forward to future years. Deferred income tax is not accounted for if it arises from the initial 
recognition of an asset or liability in a transaction other than a business combination that at the time of the 
transaction does not affect either accounting nor taxable profit or loss.

Deferred income tax is determined using tax rates that have been enacted or substantively enacted as of 
the balance sheet date. Deferred income tax assets are recognized only to the extent that it is probable that 
future profit will be available against which such assets can be utilized.

(e) Loss per share

Loss per share is calculated using the weighted average number of shares outstanding during the period. 
Diluted loss per share is calculated using the treasury stock method whereby all in the money options and 
warrants are assumed to have been exercised at the beginning of the year and the proceeds from the 
exercise are assumed to have been used to purchase common shares at the average market price during 
the period. In periods of loss basic and diluted loss per share are the same, as the effect of the exercise of 
outstanding options and warrants is anti-dilutive.

(f) 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 income (loss) (“FVTOCI”) or at amortized cost. 
The Company determines the classification of financial assets at initial recognition. The classification of debt 
instruments is driven by the Company’s business model for managing the financial assets and their 
contractual cash flow characteristics. Equity instruments 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 classification of the Company’s financial instruments under IFRS 9:

Financial assets/liabilities Classification
Cash and cash equivalents Amortized cost
Amounts receivable Amortized cost
Investment FVTPL
Accounts payable and accrued liabilities Amortized cost
Long term debt Amortized cost

Measurement

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 consolidated statements of 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 consolidated statements of loss in the period in which they arise.
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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 consolidated statements of 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.

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 consolidated statements of loss.

Financial liabilities

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

(g) Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks and other short-term 
highly liquid investments, such as guaranteed investment certificates with original maturities of three 
months or less. Guaranteed investment certificates are investments with Canadian banks that are the 
equivalent of a certificate of deposit.

(h) Intangible assets

Internally-Generated Intangible Assets: Research and Development Expenditure

Expenditure on research activities is recognized as an expense in the period in which it is incurred. An 
internally-generated intangible asset arising from development (or from the development phase of an 
internal project) is recognized if, and only if, all of the following have been demonstrated:

i. The technical feasibility of completing the intangible asset so that it will be available for use or sale;

ii. The intention to complete the intangible asset and use or sell it;

iii. The ability to use or sell the intangible asset;

iv. How the intangible asset will generate probable future economic benefits;

v. The availability of adequate technical, financial and other resources to complete the development and 
to use or sell the intangible asset; and

vi. The ability to measure reliably the expenditure attributable to the intangible asset during its 
development.
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The amount initially recognized for internally-generated intangible assets is the sum of the expenditure 
incurred from the date when the intangible asset first meets the recognition criteria listed above. Where no 
internally- generated intangible asset can be recognized, development expenditure is recognized in loss in 
the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less 
accumulated amortization and accumulated impairment losses, on the same basis as intangible assets that 
are acquired separately.

At December 31, 2021 and 2020, the Company has not recognized any internally-generated intangible 
assets.

(i) Leases

IFRS 16 Leases, introduced a single, on-balance sheet accounting model for leases, as a result, the 
Company, as a lessee, has recognized right of use assets representing its rights to use the underlying 
assets, and lease liabilities representing its obligation to make lease payments. 

At inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is, 
or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of 
time in exchange for consideration. To assess whether a contract conveys the right to control the use of an 
identified asset, the Company assesses whether:

– the contract involves the use of an identified asset - this may be specified explicitly or implicitly, and 
should be physically distinct or represent substantially all of the capacity of a physically distinct 
asset. If the supplier has a substantive substitution right, then the asset is not identified; 

– the Company has the right to obtain substantially all of the economic benefits from use of the asset 
throughout the period of use; and 

– the Company has the right to direct the use of the asset. The Company has this right when it has 
the decision-making rights that are most relevant to changing how and for what purpose the asset 
is used. In rare cases where all the decisions about how and for what purpose the asset is used are 
predetermined, the Company has the right to direct the use of the asset if either: 

– the Company has the right to operate the asset; or 

– the Company designed the asset in a way that predetermines how and for what purpose it will 
be used. 

This policy is applied to contracts entered into, or changed, on or after January 1, 2019.

The Company recognizes a right-of-use asset and a lease liability at the lease commencement date. The 
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability 
adjusted for any lease payments made at or before the commencement date, plus any initial direct costs 
incurred and an estimate of costs to dismantle and remove the underlying asset or to restore the underlying 
asset or the site on which it is located, less any lease incentives received. 

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement 
date to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The 
estimated useful lives of right-of-use assets are determined on the same basis as those of property and 
equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and 
adjusted for certain remeasurements of the lease liability. 

The lease liability is initially measured at the present value of the lease payments that are not paid at the 
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily 
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determined, the Company’s incremental borrowing rate. Generally, the Company uses its incremental 
borrowing rate as the discount rate. Lease payments included in the measurement of the lease liability 
comprise: 

– Fixed payments, including in-substance fixed payments; 

– Variable lease payments that depend on an index or a rate, initially measured using the index or 
rate at the commencement date; 

– Amounts expected to be payable under a residual value guarantee; and 

– The exercise price under a purchase option that the Company is reasonably certain to exercise, 
lease payments in an optional renewal period if the Company is reasonably certain to exercise an 
extension option, and penalties for early termination of a lease unless the Company is reasonably 
certain not to terminate early.

The lease liability is subsequently measured at amortized cost using the effective interest method. It is 
remeasured when there is a change in future lease payments arising from a change in an index or rate, if 
there is a change in the Company’s estimate of the amount expected to be payable under a residual value 
guarantee or if the Company changes its assessment of whether it will exercise a purchase, extension or 
termination option. When the lease liability is remeasured in this way, a corresponding adjustment is made 
to the carrying amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the 
right-of use asset has been reduced to zero. 

The Company presents right-of-use assets in ‘Property, plant and equipment’ and lease liabilities in ‘Lease 
liability’ in the statement of financial position. 

The Company has elected not to recognize right-of-use assets and lease liabilities for short-term leases of 
properties, equipment and vehicles that have a lease term of 12 months or less. The Company has elected 
not to recognize right-of-use assets and lease liabilities for low value leases that have initial values of less 
than $5,000. The Company recognizes the lease payments associated with these leases as an operating 
expense on a straight-line basis over the lease.

(j) Government assistance

Government assistance is recognized when there is reasonable assurance that the assistance will be  
received, and all related conditions are complied with. Government assistance received in respect of 
expenditures are credited to income, netted against the expense to which they relate. Government 
assistance in respect of long-term debt is credited to the carrying amount of the related liabilities and carried 
at amortized cost using the effective interest rate method.

(k) Inventory

Inventories are valued monthly at the lower of cost and net realizable value. Costs are allocated to inventory 
using the weighted average cost method.

Net realizable value is based on the selling price of the finished product (in the ordinary course of business), 
less the estimated costs of completion and estimated costs to make a sale. A writedown is recognized if the 
carrying amount exceeds the net realizable value and may be reversed if the circumstances that caused it 
no longer exist.
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4. CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES

Accounting standards issued but not yet effective

Certain new accounting standards and interpretations have been published that are not mandatory for the 
current period and have not been early adopted as follows. The Company is reviewing the new standards 
but does not expect their future adoption to have a material impact on Exro in the current or future reporting 
periods.

IAS 1 – Presentation of Financial Statements, has been amended to clarify how to classify debt and other 
liabilities as either current or non-current. The amendment to IAS 1 is effective for the years beginning on or 
after January 1, 2023;

IAS 37 – Provisions, has been amended to clarify (i) the meaning of “costs to fulfil a contract”, and (ii) that, 
before a separate provision for an onerous contract is established, an entity recognizes any impairment loss 
that has occurred on assets used in fulfilling the contract, rather than on assets dedicated to that contract. 
These amendments are effective for periods beginning on or after January 1, 2022; 

IAS 16 – Property, Plant and Equipment, has been amended to (i) prohibit an entity from deducting from the 
cost of an item of PP&E any proceeds received from selling items produced while the entity is preparing the 
asset for its intended use (for example, the proceeds from selling samples produced when testing a 
machine to see if it is functioning properly), (ii) clarify that an entity is “testing whether the asset is 
functioning properly” when it assesses the technical and physical performance of the asset, and (iii) require 
certain related disclosures. These improvements are effective for periods beginning on or after January 1, 
2022; and

IAS 12 – Income Taxes, has been amended to recognize deferred tax on particular transactions that, on 
initial recognition, give rise to equal amounts of taxable and deductible temporary differences. These 
amendments are effective for periods beginning on or after January 1, 2023.

5. INVESTMENT

On February 9, 2021, the Company announced an extended strategic collaboration agreement with SEA 
Electric Holdings Pty Ltd. (“SEA Electric”). As part of the agreement, Exro invested US$5,000,000 in SEA 
Electric by subscribing for 124,380 Series A Preferred Shares at a price of US$40.1995 per share. The 
shares are convertible into common shares of SEA at the option of Exro and automatically convert to 
common shares under certain conditions, including SEA completing a going public transaction.

As at December 31, 2021 the fair value of the Company’s investment in SEA Electric was estimated to be 
$12,661,418 (US$9,950,400), based on the transaction of price recent share issuances during the year to 
third parties. Judgment was applied to determine whether the fair value based on the transaction price is 
still appropriate at December 31, 2021 by considering relevant industry information, and to the extent 
available, information of the underlying company. The resulting gain on investment of $6,224,336 
(US$4,950,400) is included in the consolidated statement of comprehensive loss.
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6.  PROPERTY PLANT AND EQUIPMENT

Right-of- 
use asset

Research 
and

development
equipment

Furniture
and office

equipment
Assets under 
construction Total

Cost
Balance, December 31, 2019 $ 71,119 $ 101,985 $ 26,905 $ — $ 200,009 

Additions  421,923  639,793  349,811  —  1,411,527 

Balance, December 31, 2020 $ 493,042 $ 741,778 $ 376,716 $ — $ 1,611,536 
Additions  4,781,488  273,891  1,907,589  7,895,265  14,858,233 
Dispositions  (72,959)  —  —  —  (72,959) 

Balance, December 31, 2021 $ 5,201,571 $ 1,015,669 $ 2,284,305 $ 7,895,265 $ 16,396,810 

Accumulated depreciation
Balance, December 31, 2019 $ 29,633 $ 31,562 $ 8,194 $ — $ 69,389 

Amortization for the year  110,289  60,631  23,371  —  194,291 

Balance, December 31, 2020 $ 139,922 $ 92,193 $ 31,565 $ — $ 263,680 
Depreciation for the year  354,722  110,690  235,796  —  701,208 
Dispositions  (72,959)  —  —  —  (72,959) 

Balance, December 31, 2021 $ 421,685 $ 202,883 $ 267,361 $ — $ 891,929 

Carrying amounts
At December 31, 2020 $ 353,120 $ 649,585 $ 345,151 $ — $ 1,347,856 
At December 31, 2021 $ 4,779,886 $ 812,786 $ 2,016,944 $ 7,895,265 $ 15,504,881 

7. LEASE LIABILITY

December 31, 2021 December 31, 2020
Balance at Beginning Year $ 362,393 $ 39,411 

Additions for the year  4,781,488  421,923 
Lease payments  (174,541)  (117,894) 
Interest  167,403  18,953 

Balance, end of year $ 5,136,743 $ 362,393 
Consists of:

Current lease liability $ 620,896 $ 112,235 
Non-current lease liability  4,515,847  250,158 

Balance, end of year $ 5,136,743 $ 362,393 

The Company’s lease liabilities relate primarily to leased facilities in which the Company conducts its 
business, including facilities for research and development activities, product manufacturing, and office 
space.
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The Company has short-term leases with lease terms of 12 months or less. As these costs are incurred, 
they are recognized as selling, general and administrative expense. These costs were immaterial for the 
year ended December 31, 2021.

On January 1, 2022, the Company entered into an additional lease agreement in Dexter, Michigan in 
relation to Exro Vehicle Systems Inc. The lease term is for a period of 3 years. Pursuant to this lease 
agreement, the Company is obligated to pay basic monthly rent of USD $14,583 for the period of the lease. 
The Company is responsible for operating costs including utilities and related taxes.

8. LONG TERM DEBT AND GOVERNMENT ASSISTANCE

On April 30, 2020, the Company received the $40,000 Canada Emergency Business Account (“CEBA”) 
which is an interest-free loan to cover operating costs. Repaying the balance of the loan on or before 
December 31, 2022 will result in a loan forgiveness of $10,000. On issuance the Company recognized the 
loan at its estimated fair value of $24,425 with the difference of $15,575 recorded as other income.

On April 23, 2021, the Company received an additional $20,000 CEBA. Repaying the balance of the loan on 
or before January 1, 2023 will result in a loan forgiveness of $10,000.

9. SHARE CAPITAL

(a) Authorized common shares

There are an unlimited number of common shares without par value authorized for issue.

(b) Preferred shares

There are an unlimited number of preferred shares authorized for issue.

(c) Issued and outstanding

At December 31, 2021, the Company had 120,905,274 common shares issued and outstanding 
(December 31, 2020 – 117,445,808).

During the year ended December 31, 2021, the Company:

• Issued 2,407,951 shares on the exercise of options for total proceeds of $1,511,425

• Issued 1,051,515 shares on the exercise of warrants for total proceeds of $1,408,274

During the year ended December 31, 2020, the Company:

• In February 2020, the Company completed the two tranches of a non-brokered private placement of 
12,284,545 shares at a price of $0.35 per share for proceeds of $4,299,591.  In connection with the 
private placements, the Company paid fees of $289,961 cash and has issued 828,463 
compensation warrants with an estimated fair value of $174,340. Each warrant is exercisable to 
acquire one common share for a period of 12 months from the closing at an exercise price of $0.42 
per share.

• On June 23, 2020 the Company completed a non-brokered private placement of 287,500 shares at 
a price of $0.40 per share for total proceeds of $115,000.

• On July 10, 2020, the Company completed a short form prospectus offering of 11,428,571 units at a 
price of $0.70 per unit for gross proceeds of $8,000,000. Each unit consists of one common share 
and one-half share purchase warrant. Each whole warrant is exercisable into one common shares 
at a price of $0.90 for a period of 24 months from the date of issuance. In connection with the share 
offering, the Company incurred share issuance costs of $890,000 commission paid in cash, 
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incurred legal fees of $110,319 in connection to the offering, issued 571,428 common shares, and 
914,285 broker warrants, with an estimated fair value of $513,737 and exercisable at $0.70 per 
common share for a period of 24 months from the date of issuance.  The Company did not allocate 
a fair value to the warrants as the share price on closing exceeded the unit price of $0.70.

• On December 14, 2020, the Company completed a short form prospectus offering of 12,915,384 
shares at a price of $3.25 including the over-allotment option which was exercised by the agents for 
total gross proceeds of $41,974,998. In connection with the offering, share issuance costs were 
$284,990, a $2,728,375 fee based on 6.5% of the shares issued, and the 839,500 warrants 
exercisable at $3.25 per common shares for a period of 24 months from the date of issuance and 
the Company issued 645,769 corporate finance shares. The fair value of the warrants issued was 
estimated to be $2,392,575.

• Issued 2,937,832 shares on exercise of options for total proceeds of $860,911.

• Issued 6,498,035 shares on exercise of warrants for total proceeds of $4,798,089.

(d) Stock options

The Company’s incentive stock option plan (the “Option Plan”) provides that the Board of Directors of the 
Company may from time to time, in its discretion, and in accordance with the TSX requirements, grant to 
directors, officers, employees and consultants to the Company, non-transferable options to purchase 
common shares. The Option Plan is a 10% rolling plan.

Under the Option Plan, the maximum number of common shares that may be optioned in favor of any single 
individual will not exceed 10% of the issued and outstanding common shares at the date of grant. The 
maximum number of common shares that may be optioned in favor of directors and senior officers under 
the Option Plan is 10% of the issued and outstanding common shares at the date of grant.

During the years ended December 31, 2021 and 2020, the Company recorded share-based payments of 
$11,432,505 and $2,664,693, respectively.  For the year ended December 31, 2021, $1,643,215 of share-
based payment expense was allocated to research and development (2020 - $440,308) The fair values of 
share options granted were estimated using the Black-Scholes option pricing model with the following 
weighted-average assumptions:

2021 2020
Risk-free interest rate 0.92% 0.44%
Estimated annualized volatility based on comparable companies 116.65% 106.81%
Expected life  5 years  5 years 
Expected dividend yield 0% 0%
Exercise price $3.92 $2.02
Share price $3.92 $2.02
Fair value $3.18 $1.57

The vesting terms for the stock options granted during the year ended December 31, 2021 were as follows:

• 3,440,000 options vest 33% six months after grant, 33% twelve months after grant and the 
remaining 18 months after grant;

• 50,000 options vest 50% upon grant and 50% after 12 months; and

• 150,000 options vest based on performance based targets
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The vesting terms for the stock options granted during the year ended December 31, 2020 were as follows:

• 4,645,000 options vest 33% six months after grant, 33% twelve months after grant and the 
remaining 18 months after grant; and 

• 300,000 options vest 50% immediately, 50% after 12 months; and

• 100,000 options vest based on performance based targets.

Stock option transactions and the number of stock options outstanding are summarized below:

Number Weighted Average 
Exercise Price 

$
Balance, December 31, 2019  9,056,317 0.27
Granted  5,045,000 2.02
Exercised  (2,937,832) 0.29
Expired  (466,318) 0.34

Balance, December 31, 2020  10,697,167 1.08
Granted  3,640,000 3.92
Exercised  (2,407,951) 0.63
Forfeited  (117,000) 2.73

Balance, December 31, 2021  11,812,216 2.03

The weighted average share price (at the date of exercise) of options exercised during the year ended 
December 31, 2021 was $4.18.

The following table summarizes information about the Company’s share options outstanding as at 
December 31, 2021:

Date of Expiry
Exercise 

Price
Number of Options 

Outstanding
Number of Options 

Exercisable

August 22, 2022 $ 0.20  1,150,000  1,150,000 
October 26, 2022 $ 0.28  200,000  200,000 
November 8, 2023 $ 0.41  400,000  400,000 
September 13, 2024 $ 0.25  2,100,000  1,100,000 
March 9, 2025 $ 0.38  481,666  481,666 
August 31, 2025 $ 1.00  1,621,050  1,081,770 
October 13, 2025 $ 3.15  2,219,500  1,414,380 
January 13, 2026 $ 3.93  645,000  163,350 
April 6, 2026 $ 4.77  1,100,000  396,500 
June 28, 2026 $ 3.93  495,000  163,350 
September 20, 2026 $ 2.96  900,000  — 
November 22, 2026 $ 3.75  500,000  — 

Total  11,812,216  6,551,016 
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(e) Warrants

The fair values of broker and compensation warrants granted during the year ended December 31, 2021 
and 2020 are estimated using the Black-Scholes option pricing model with the following weighted-average 
assumptions:

2021 2020
Risk-free interest rate N/A 0.60%
Estimated annualized volatility based on comparable companies N/A 106.27%
Expected life N/A 1.68 years
Expected dividend yield N/A 0%
Exercise price N/A $1.44
Fair value N/A $1.19

Number

Weighted Average 
Exercise Price

$
Balance, December 31, 2019  1,538,003 $0.34

Granted  8,296,533 1.07
Exercised  (6,498,035) 0.74
Cancelled  (436,175) 0.32

Balance, December 31, 2020  2,900,326 $1.53
Exercised  (1,051,515) 1.34

Balance, December 31, 2021  1,848,811 $1.64

Date of Expiry Exercise Price December 31, 2021 December 31, 2020
June 24, 2024 $ 0.30  —  210,000 
February 14, 2021 $ 0.42  —  7,655 
July 10, 2022 $ 0.70  20,460  42,920 
July 10, 2022 $ 0.90  1,242,501  1,800,251 
December 14, 2022 $ 3.25  585,850  839,500 

Total  1,848,811  2,900,326 

(f) Loss per share

For the year ended December 31, 2021, 6,551,016 options and 1,848,811 warrants were exercisable 
and excluded from the calculation of diluted loss per share as the impact was anti-dilutive 
(December 31, 2020 - 5,077,719 options and 2,900,326 warrants were exercisable and excluded from 
the calculation).
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10. FINANCIAL INSTRUMENTS

(a) Fair value

At December 31, 2021 and December 31, 2020, the carrying values of cash and cash equivalents, amounts 
receivable, and accounts payable and accrued liabilities approximate their fair values due to the relatively 
short period to maturity of those financial instruments. The Company measures its investment at fair value.

The Company uses a fair value hierarchy to reflect the significance of the inputs used in making the 
measurements. The three levels of the fair value hierarchy are as follows:

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities;
Level 2: Inputs other than quoted prices included in Level 1 that are observable for the asset or liability 

either directly (i.e., as prices) or indirectly (i.e., derived from prices); and
Level 3: Inputs that are not based on observable market data.

The fair value of the investment in a private company moved from a level 3 instrument to a level 2 
instrument based on share transactions of the underlying company with third parties during the current and 
prior periods (note 5).

(b) Financial risk management

The Company’s activities potentially expose it to a variety of financial risks, including credit risk, liquidity 
risk, and market risk.

Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by 
failing to discharge an obligation. As at December 31, 2021, the Company’s exposure to credit risk is the 
carrying value of cash. The Company reduces its credit risk by holding its cash at a major Canadian 
financial institution.

Liquidity risk

Liquidity risk is the risk that an entity will encounter difficulty in raising funds to meet commitments 
associated with financial instruments, including risks associated with reaching commercialization and 
achieving revenue. To secure the additional capital necessary to pursue its plans, the Company intends to 
raise additional funds through equity or debt financing (note 1).

As at December 31, 2021, the Company had cash of $15,349,212 and accounts payable and accrued 
liabilities of $3,004,848. All accounts payable and accrued liabilities are due within 90 days. The Company 
raised additional funds through equity financing subsequent to December 31, 2021 (note 15).

Market risk

Market risk consists of currency risk, interest rate risk and other price risk. These are discussed further 
below.

Foreign exchange risk

Foreign exchange risk is the risk that the fair value of future cash flows will fluctuate due to changes in 
foreign exchange rates. The Company has financial assets and financial liabilities denoted in US dollars 
and Euros and is therefore exposed to exchange rate fluctuations. At December 31, 2021, the Company 
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had the equivalent of $27,886,588 of net financial assets denominated in US dollars and $51,769 of net 
financial liabilities denominated in Euros.

Interest rate risk

Interest rate risk consists of two components:

i) To the extent that payments made or received on the Company’s monetary assets and liabilities are 
affected by changes in the prevailing market interest rates, the Company is exposed to interest rate 
cash flow  risk.

ii) To the extent that changes in prevailing market rates differ from the interest rate in the Company’s 
monetary assets and liabilities, the Company is exposed to interest rate price risk.

Current financial assets and financial liabilities are generally not exposed to interest rate risk because of 
their short-term nature and maturity.

Other price risk

Other price risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due 
to changes in market prices, other than those arising from interest rate risk or currency risk. 

The Company has exposure to other price risk through its investment in SEA Electric. Changes in the 
expected share price will impact the fair value of the investment in the Company. A US$1.00 change in the 
share price would result in a gain/loss of US$124,380.

11. CAPITAL DISCLOSURES

The Company’s objectives when managing capital are to ensure its ability to continue as a going concern in 
order to pursue the acquisition and development technology. The Board of Directors does not establish 
quantitative return on capital criteria for management but rather relies on the expertise of the Company’s 
management to sustain future development of the business.

The Company is largely dependent upon external financings to fund activities. In order to carry out planned 
development and pay for administrative costs, the Company will spend its existing working and raise 
additional funds as needed. 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 to the Company’s approach to capital management during the year ended 
December 31, 2021. The Company is not subject to externally imposed capital restrictions.
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12. INCOME TAXES

Income tax expense differs from the amount that would be computed by applying the Canadian statutory 
income tax rate of 23.5% (December 31, 2020 - 27%) to income before income taxes. The reasons for the 
differences are as follows:

December 31, 2021 December 31, 2020
Net loss for the year $ (24,578,962) $ (10,969,454) 
Statutory tax rate  23.5%  27% 
Expected income tax recovery  (5,776,056)  (2,961,754) 

Items not deductible for tax purposes  1,220,810  751,365 
Deferred tax on share issue costs not recognized  —  (1,164,256) 
Other  —  (1,506) 
Adjustments in respect of prior years  (322,519)  — 

Change in unrecognized tax assets $ 4,877,765 $ 3,376,151 

Income tax recovery $ — $ — 

The tax effected items that give rise to significant portions of the deferred income tax assets and deferred 
income tax liabilities at December 31, 2021 and 2020 are presented below:

December 31, 2021 December 31, 2020
Deferred tax Asset:

Non-capital losses $ 908,589 $ 59,407 
Lease liability  1,207,135  — 
Long-term debt  1,783  — 

Total deferred tax asset $ 2,117,507 $ 59,407 
Deferred tax Liabilities:

Property and equipment  1,376,932  58,251 
Long-term debt  —  1,156 
Investment  740,575  — 

Total deferred tax liabilities $ 2,117,507 $ 59,407 

Net deferred taxes assets and liabilities $ — $ — 

The Company recognizes tax benefits on losses or other deductible amounts where the probable criteria for 
the recognition of deferred tax assets has been met. The Company’s unrecognized deductible temporary 
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differences and unused tax losses for which no deferred tax asset is recognized consist of the following 
amounts:

December 31, 2021 December 31, 2020
Non-capital losses $ 44,626,084 $ 27,613,453 
Share issue cost  2,658,485  3,564,437 
US deductible stock options  4,336,996  — 
Capital loss carry-forward  69,543  — 

$ 51,691,108 $ 31,177,890 

The Company has incurred non-capital losses in Canada of approximately $45,296,671 for the year-ended 
December 31, 2021 (December 31, 2020 - $27,613,453) that may be carried forward and used to reduce 
taxable income which will expire in the years 2026 – 2041. The Company incurred additional non-capital 
losses in the United States of $3,248,030 for the year-ended December 31, 2021 that may be carried 
forward indefinitely and applied against taxable income, but are subject to certain utilization restrictions.

13. RESEARCH AND DEVELOPMENT

Costs incurred for research and development activities include materials, supplies and software expenses 
in order to complete testing over the Company’s products. Additionally, the Company allocates payroll and 
consulting fees, and share-based payment expenses to research and development based on the time 
attributable to related activities. 

The following table summarizes the Company’s components of research and development expense:

December 31, 2021 December 31, 2020
Research and development $ 3,482,660 $ 995,431 
Payroll and consulting fees  2,282,065  830,467 
Share-based payments  1,643,215  440,308 

$ 7,407,940 $ 2,266,206 

14. RELATED PARTY TRANSACTIONS

Key management compensation

Key management consists of the Officers and Directors who are responsible for planning, directing and 
controlling the activities of the Company. For the years ended December 31, 2021 and 2020, key 
management compensation, including compensation paid to companies that are controlled by the Officers 
and Directors, was as follows:

December 31, 2021 December 31, 2020
Management and consulting fees $ 2,368,911 $ 1,209,041 
Share based compensation  6,180,645  1,506,995 

$ 8,549,556 $ 2,716,036 

During the year ended December 31, 2021, the Company purchased capital assets of $30,539 from a 
member of key management, and $7,324 of rent payments were reimbursed by a company controlled by 
key management. All transactions were conducted at the exchange amount agreed to with the related 
parties.
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15. SUBSEQUENT EVENTS

On February 4, 2022, the Company sold 12,722,450 units (the “units”) at a price of $1.60 per unit (the 
“issue price”) for aggregate gross proceeds of $20,355,920. The total number of Units sold in the offering 
includes 1,659,450 Units issued pursuant to the exercise of an overallotment option granted to the 
Underwriters, which was fully exercised by the Underwriters. Each Unit consists of one common share in 
the capital of the Company, and one half of one common share purchase warrant (each whole warrant, a 
“Warrant“). Each Warrant is exercisable for one common share at a price of $2.00 per common share until 
February 4, 2025. In connection with the offering the underwriters were issued 750,847 broker warrants 
each entitling their holder to acquire one common share of the Company at the issue price for a period of 36 
months following the closing of the offering.

On January 21, 2022, ePropelled Inc. (“ePropelled”) filed a patent infringement complaint against Exro in 
the U.S. District Court for the District of Massachusetts. The Company believes the claim to be without 
merit. Subsequently, on February 15, 2022, the Company filed a defamation lawsuit against ePropelled in 
Middlesex County Superior Court in the Commonwealth of Massachusetts. 
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