
Condensed Consolidated Interim Financial Statements
For the three and six months ended June 30, 2022 

(Unaudited)
(Expressed in Canadian dollars)



As at Note June 30, 2022 December 31, 2021

ASSETS
CURRENT ASSETS

Cash and cash equivalents  13,604,371  15,349,212 
Amounts receivable  288,725  135,091 
Prepaid expense  967,718  2,169,828 
Inventory 5  1,498,137  174,426 

 16,358,951  17,828,557 

Investment 4  12,848,486  12,661,418 
Property, plant, and equipment 6  20,596,955  15,504,881 

TOTAL ASSETS  49,804,392  45,994,856 

LIABILITIES
CURRENT LIABILITIES

Accounts payable and accrued liabilities  3,407,253  3,004,848 
Unearned revenue  761,840  31,809 
Lease liability – current portion 7  964,886  620,896 

 5,133,979  3,657,553 

Long-term debt 8  48,668  47,587 
Lease liability – long-term portion 7  4,651,295  4,515,847 

TOTAL LIABILITIES  9,833,942  8,220,987 

SHAREHOLDERS' EQUITY
Share capital 9  99,277,112  82,845,028 
Contributed surplus  20,648,521  15,775,637 
Deficit  (79,826,544)  (60,816,680) 
Accumulated other comprehensive loss  (128,639)  (30,116) 

TOTAL SHAREHOLDERS' EQUITY  39,970,450  37,773,869 

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY  49,804,392  45,994,856 

Going concern (note 1)

These Consolidated financial statements were authorized for issue by the Board of Directors on August 11, 2022. They are 
signed on the Company's behalf by:

“Mark Godsy” “Jill Bodkin”

Director Director

See accompanying notes to the condensed consolidated interim financial statements

Exro Technologies Inc.
Condensed Consolidated Interim Statements of Financial Position
(Expressed in Canadian dollars - Unaudited)
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For the three months ended 
June 30,

For the six months ended 
June 30,

Note 2022 2021 2022 2021

Revenue  142,078  —  246,338  — 
Cost of sales  94,823  —  140,423  — 

GROSS PROFIT  47,255  105,915  — 

EXPENSES
Selling, general and administration  3,169,827  1,008,925  5,823,825  1,928,897 
Payroll and consulting fees  3,173,773  1,495,974  6,071,033  2,721,804 
Research and development 12  2,003,874  1,322,025  4,287,112  3,023,177 
Amortization expense 6  554,106  122,761  976,541  210,776 
Share-based payments 9  435,746  2,676,106  1,539,898  5,027,511 
Interest expense  419,223  (142,988)  781,236  (20,577) 
Loss on disposal of assets 6  66,268  —  66,268  — 

OPERATING LOSS  (9,775,562)  (6,482,803)  (19,439,998)  (12,891,588) 

Gain (loss) on investment  —  3,058,977  —  3,058,977 
Foreign exchange gain (loss)  856,717  (319,018)  399,759  (586,753) 
Other income  24,750  —  30,375  — 

NET LOSS  (8,894,095)  (3,742,844)  (19,009,864)  (10,419,364) 

Items that may be subsequently reclassified 
to earnings:

Gain (loss) on translation of foreign currency  154,757  —  98,523  — 

COMPREHENSIVE LOSS  (8,739,338)  (3,742,844)  (18,911,341)  (10,419,364) 

Loss per share - basic and diluted 9 $ (0.07) $ (0.03) $ (0.14) $ (0.09) 

Weighted average number of common 
shares outstanding  133,950,067  120,263,248  132,622,843  119,564,250 

See accompanying notes to the condensed consolidated interim financial statements
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Note

Number of 
outstanding 

shares
Share 

capital
Contributed 

surplus Deficit

Accumulated 
other 

comprehensive 
income

Total 
shareholders' 

equity

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

Financing, net of issuance cost  —  25,000  —  —  —  25,000 
Shares issued on exercise of options 9  1,933,083  1,660,218  (713,575)  —  —  946,643 
Shares issued on exercise of warrants 9  1,039,765  2,134,384  (736,385)  —  —  1,397,999 
Share-based payments 9  —  —  5,773,605  —  —  5,773,605 
Net Loss  —  —  —  (10,419,364)  —  (10,419,364) 
Other comprehensive loss  —  —  —  —  (11,339)  (11,339) 

Balance, June 30, 2021  120,418,656  81,831,037  10,555,671  (46,657,082)  (11,339)  45,718,287 

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

Financing, net of issuance costs  12,722,450  15,752,820  2,988,212  —  —  18,741,032 
Shares issued on exercise of options 9  297,000  253,457  (109,057)  —  —  144,400 
Shares issued on exercise of warrants 9  473,440  425,807  —  —  —  425,807 
Share-based payments 9  —  —  1,993,729  —  —  1,993,729 
Net loss  —  —  — $ (19,009,864)  —  (19,009,864) 
Other comprehensive loss  —  —  —  —  (98,523)  (98,523) 

Balance, June 30, 2022  134,398,164 $ 99,277,112 $ 20,648,521 $ (79,826,544) $ (128,639) $ 39,970,450 

See accompanying notes to the condensed consolidated interim financial statements

Exro Technologies Inc.
Condensed Consolidated Interim Statements of Shareholders' Equity
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For the three months ended 
June 30,

For the six months ended 
June 30,

Note 2022 2021 2022 2021
OPERATING ACTIVITIES
Net loss  (8,894,095)  (3,742,844)  (19,009,864)  (10,419,364) 

Items not involving cash:
Depreciation  556,785  122,761  979,991  210,776 
Share-based payments 9  637,598  3,105,491  1,993,729  5,773,605 
Non-cash interest  549  —  1,081  — 
Unrealized (gain) loss on investments 4  —  (3,058,977)  —  (3,058,977) 
Unrealized foreign exchange (gain) loss  (381,249)  112,200  (187,068)  173,250 

Changes in non-cash working capital:
Amounts receivable  (156,288)  76,810  (152,626)  35,049 
Prepaid expenses  (188,351)  (7,672)  1,205,512  (126,293) 
Accounts payable and accrued liabilities  278,165  (706,453)  79,505  (535,768) 
Deposits  —  —  —  7,500 
Inventory  (991,802)  —  (1,316,085)  — 
Unearned revenue  754,412  —  722,835  — 

Cash used in operating activities  (8,384,276)  (4,098,684)  (15,682,990)  (7,940,222) 

INVESTING ACTIVITIES
Purchase of equipment  (3,080,039)  (2,145,683)  (5,425,179)  (2,785,532) 
Purchase of investment 4  —  —  —  (6,358,650) 
Change in non-cash working capital  1,223,161  —  421,071  — 

Cash used in investing activities  (1,856,878)  (2,145,683)  (5,004,108)  (9,144,182) 

FINANCING ACTIVITIES
Proceeds from financings  —  —  20,355,920  — 
Share issue costs  —  —  (1,614,888)  — 
Proceeds from exercise of options 9  119,400  554,975  144,400  946,643 
Proceeds from exercise of warrants 9  322,307  46,240  425,807  1,397,999 
Proceeds from long term debt  —  20,000  —  20,000 
Principal repayment of lease liability  (136,406)  (36,081)  (138,868)  (64,126) 
Change in non-cash working capital  —  —  (101,376)  — 

Cash provided by financing activities  305,301  585,134  19,070,995  2,300,516 

Impact of foreign currency translation  (219,044)  (11,339)  (128,738)  (11,339) 

Increase (decrease) in cash and cash 
equivalents  (10,154,897)  (5,670,572)  (1,744,841)  (14,795,227) 

Cash and cash equivalents, beginning of the 
period  23,759,268  39,174,239  15,349,212  48,298,894 

Cash and cash equivalents, end of the 
period  13,604,371  33,503,667  13,604,371  33,503,667 

See accompanying notes to the condensed consolidated interim financial statements

Exro Technologies Inc.
Condensed Consolidated Interim Statements of Cash Flows
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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.  
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 condensed consolidated interim 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 to 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.

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 condensed consolidated interim 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 condensed consolidated Interim financial statements have been prepared in accordance with 
International Accounting Standard (“IAS”) 34 “Interim Financial Reporting” as issued by the International 
Accounting Standards Board (“IASB”) and interpretations of the International Financial Reporting 
Committee (“IFRIC”). They do not include all of the information required for full annual financial statements 
and should be read in conjunction with the Company's audited annual financial statements of Exro for the 
fiscal year ended December 31, 2021, which have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the IASB. These condensed consolidated interim financial 
statements follow the same accounting policies and methods of application as the annual financial 
statements of Exro for the year ended  December 31, 2021.

These condensed consolidated interim financial statements include the accounts of the Company and its 
wholly owned subsidiaries, DPM Technologies Inc., Exro Technologies USA Inc. and Exro Vehicle Systems 
Inc. All inter-company balances and transactions have been eliminated on consolidation.

Exro Technologies Inc.
Notes to the Condensed Consolidated Interim Financial Statements
For the six months ended June 30, 2022 and 2021
(Expressed in Canadian dollars - Unaudited)

- 5 -



(b) Basis of preparation

These condensed consolidated interim 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 condensed consolidated Interim financial statements are presented in Canadian dollars, which is the
       Company’s functional and reporting currency.

(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
DPM Technologies Inc. Vancouver, Canada 100% Canadian Dollar
Exro Technologies USA, Inc. Arizona, USA 100% US Dollar
Exro Vehicle Systems Inc. Michigan, USA 100% US Dollar

3. SIGNIFICANT ACCOUNTING POLICIES

a. Significant accounting policies

These consolidated condensed interim financial statements have been prepared on the basis of accounting 
policies and methods of computation consistent with those applied in the Company’s audited annual 
financial statements for the fiscal year ended December 31, 2021, except as described below.

b. Revenue

The Company recognizes revenue in accordance with IFRS 15 when following criteria are met:

– Contract is identified. Contracts, and the approval of contracts, may be written, oral or implied by the 
Company's customary business practices.

– Performance obligation(s) are met.  A performance obligation is a promise to a customer to transfer one 
of the following:

• a good or service (or a bundle of goods or services) that is distinct

• a series of distinct goods or services that are substantially the same and that have the same 
pattern of transfer to the customer

– Transaction price can be determined. The transaction price is the amount of consideration that the 
company expects to be entitled to in exchange for the promised goods or services to a customer.

– Allocation of the transaction price to each performance obligation. To allocate the transaction price to 
each performance obligation, the Company determines the stand-alone selling price at contract 
inception of each distinct good or service and allocates the transaction price proportionately. The stand-

Exro Technologies Inc.
Notes to the Condensed Consolidated Interim Financial Statements
For the six months ended June 30, 2022 and 2021
(Expressed in Canadian dollars - Unaudited)
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alone selling price is the price at which the Company would sell a promised good or service separately 
to a customer. 

– Recognize revenue when each obligation is satisfied through the transfer of control of promised goods 
or services to the Company's customers. Control transfers once a customer has the ability to direct the 
use of, and obtain substantially all of the benefits from the product. This includes physical possession, 
and customer acceptance. This may occur over time or at a single point in time.

Revenue from engineering services are recognized upon receipt of study reports and acceptance of said 
reports by a customer. In certain arrangements, the Company receives payment before the customer 
receives the promised good. These payments are initially recorded as unearned revenue, and recognized 
as revenue in the period when performance obligations are fully performed. 

Cost of sales include the cost of engineering labor hours including salaries, benefits and other expenses. 
Costs are accumulated as inventory and recognized against revenue once revenue is recognized.

c. Inventory

The cost of work in progress inventory comprises of raw materials, direct labor and related overhead 
expenditures. 

4.   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 June 30, 2022 the fair value of the Company’s investment in SEA Electric was estimated to be CAD 
$12,848,486 (US $9,950,400), based on the transaction price of SEA Electric shares during the period. The 
Company considered previous share transactions, relevant industry information, and changes in the 
relevant indices throughout 2022 to assess the fair value of the shares, and determined no change in the 
fair value of the investment in SEA Electric was appropriate. While the overall electric vehicle market 
indicess declined over the six month period ended June 30, 2022, the Company has not received any direct 
indication of a decline in the investee’s enterprise value. Significant judgement is used in determining the 
fair value, including the use of non-observable market data where relevant. Material uncertainty exists with 
respect to the fair value of the investment in SEA Electric, and there is no guarantee the Company will 
realize the fair value associated with the investment.

5.  INVENTORY

The components of inventory are as follows:

June 30, 2022 December 31, 2021

Raw materials  685,317  174,426 

Work in progress  812,820  — 

Finished Goods  —  — 

Balance, June 30, 2022  1,498,137  174,426 

Exro Technologies Inc.
Notes to the Condensed Consolidated Interim Financial Statements
For the six months ended June 30, 2022 and 2021
(Expressed in Canadian dollars - Unaudited)
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For the six months ended June 30, 2022, the Company recorded no write-downs related to inventory in cost of 
goods sold and impairment.

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

Additions  618,615  544,438  2,787,160  2,188,592  6,138,805 
Transfers  —  846,124  —  (846,124)  — 
Dispositions  —  (76,777)  (22,638)  —  (99,415) 

Balance, June 30, 2022  5,820,186  2,329,454  5,048,827  9,237,733  22,436,200 

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

Amortization for the period  448,037  202,421  330,004  —  980,462 
Dispositions  —  (17,533)  (15,613)  —  (33,146) 

Balance, June 30, 2022  869,722  387,771  581,752  —  1,839,245 

Carrying amounts
At December 31, 2021  4,779,886  812,786  2,016,944  7,895,265  15,504,881 
At June 30, 2022  4,950,464  1,941,683  4,467,075  9,237,733  20,596,955 

7.   LEASE LIABILITY

June 30, 2022 December 31, 2021
Balance, beginning of period  5,136,743  362,393 

Additions in the period  604,917  4,781,488 
Lease payments  (211,358)  (174,541) 
Interest  85,879  167,403 

Balance, end of period  5,616,181  5,136,743 
Consists of:

Current lease liability  964,886  620,896 
Non-current lease liability  4,651,295  4,515,847 

Balance, end of period  5,616,181  5,136,743 

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.

Exro Technologies Inc.
Notes to the Condensed Consolidated Interim Financial Statements
For the six months ended June 30, 2022 and 2021
(Expressed in Canadian dollars - Unaudited)
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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 June 30, 2022, the Company had 134,398,164 common shares issued and outstanding (December 31, 
2021 – 120,905,274).

During the six months ended June 30, 2022, the Company:

• On February 4, 2022, the Company issued 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 over allotment 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 with an exercise price of $1.60 per unit, 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.

• Issued 297,000 shares on the exercise of options for total proceeds of $144,400

• Issued 473,440 shares on the exercise of warrants for total proceeds of $425,807

(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 period ended June 30, 2022, the Company recorded share-based payments of $1,993,729 
(June 30, 2021 - $5,773,605).  For the period ended June 30, 2022, $453,831  of share-based payment 
expense was allocated to research and development (June 30, 2021 - $746,094). The fair values of share 

Exro Technologies Inc.
Notes to the Condensed Consolidated Interim Financial Statements
For the six months ended June 30, 2022 and 2021
(Expressed in Canadian dollars - Unaudited)
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options granted were estimated using the Black-Scholes option pricing model with the following weighted-
average assumptions:

Six months ended June 30, 2022 2021
Risk-free interest rate 2.50% 0.80%
Estimated annualized volatility based on comparable companies 107.28% 112.89%
Expected life 5 years  5 years 
Expected dividend yield 0% 0%
Exercise price $1.47 $4.34
Share price $1.47 $4.34
Fair value $1.15 $3.47

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

Number Weighted Average 
Exercise Price 

Balance, December 31, 2021  11,812,216 $2.03
Granted  712,500 $1.47
Exercised  (297,000) $0.49
Forfeited  (1,425,500) $3.34

Balance, June 30, 2022  10,802,216 $1.87

The weighted average share price (at the date of exercise) of options exercised during the period ended 
June 30, 2022 was $1.87.

The following table summarizes information about the Company’s share options outstanding as at June 30, 
2022:

Date of Expiry Exercise Price
Number of Options 

Outstanding
Number of Options 

Exercisable

August 22, 2022 $ 0.20  1,053,000  1,053,000 
October 26, 2022 $ 0.28  200,000  200,000 
November 8, 2023 $ 0.41  400,000  400,000 
September 13, 2024 $ 0.25  2,000,000  1,000,000 
March 9, 2025 $ 0.38  481,666  481,666 
August 31, 2025 $ 1.00  1,396,050  1,396,050 
October 13, 2025 $ 3.15  1,908,000  1,908,000 
January 13, 2026 $ 3.93  356,500  240,900 
April 6, 2026 $ 4.77  1,010,000  683,600 
June 28, 2026 $ 3.93  469,500  326,700 
September 1, 2026 $ 2.96  680,000  224,400 
November 22, 2026 $ 3.75  150,000  49,500 
April 12, 2027 $ 1.47  697,500  — 

Total  10,802,216  7,963,816 

Exro Technologies Inc.
Notes to the Condensed Consolidated Interim Financial Statements
For the six months ended June 30, 2022 and 2021
(Expressed in Canadian dollars - Unaudited)
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On April 12, 2022 the Company issued 712,500 options to its employees and executives with an exercise 
price of $1.47. The options were issued in accordance with the Company’s option plan, and have an expiry 
of five years.

Subsequent	to	June	30,	2022,	200,000	options	were	exercised	into	common	shares	of	the	Company	for	
gross	proceeds	of	$40,000.

(e) Warrants

The fair values of broker warrants granted during the period ended June 30, 2022 are estimated using the 
Black-Scholes option pricing model with the following weighted-average assumptions:

Six months ended June 30, 2022 2021
Risk-free interest rate 1.44% n/a
Estimated annualized volatility based on comparable companies 110.21% n/a
Expected life  3 years n/a
Expected dividend yield 0 n/a
Exercise price $1.60 n/a
Fair value $1.07 n/a

The Company issued 6,361,225 publicly traded warrants on February 4, 2022 in connection with the closing 
of the bought deal financing. The fair value of the warrants was calculated using the trading price at the date 
of inception, and included in contributed surplus.

Warrant transactions and the number of warrants outstanding are summarized below:

Number Weighted Average 
Exercise Price

Balance, December 31, 2021  1,848,811 $1.64
Granted  7,112,072 $1.96
Exercised  (473,440) $0.90

Balance, June 30, 2022  8,487,443 $1.95

Date of Expiry Exercise Price June 30, 2022 December 31, 2021
July 10, 2022 $ 0.70  19,020  20,460 
July 10, 2022 $ 0.90  770,501  1,242,501 
December 14, 2022 $ 3.25  585,850  585,850 
February 4, 2025 $ 2.00  6,361,225  — 
February 4, 2025 $ 1.60  750,847  — 

Total  8,487,443  1,848,811 

Subsequent	to	June	30,	2022	750,700	options	were	exercised	into	common	shares	of	the	Company	for	
gross	proceeds	of	$672,090.

Exro Technologies Inc.
Notes to the Condensed Consolidated Interim Financial Statements
For the six months ended June 30, 2022 and 2021
(Expressed in Canadian dollars - Unaudited)
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(a) Loss per share

For the period ended June 30, 2022, 7,963,816 options and 8,487,443 warrants were exercisable and 
excluded from the calculation of diluted loss per share as the impact was anti-dilutive (June 30, 2021 - 
4,470,406 options and 1,860,561 warrants were exercisable and excluded from the calculation).

10.   FINANCIAL INSTRUMENTS

(a) Fair value

At June 30, 2022 and December 31, 2021, 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 investments in private companies moved represents a level 2 instrument based on the 
common share transactions of the underlying company with third parties during the current and prior 
periods (note 4).

(b) Financial risk management

The Company’s activities potentially exposes 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 June 30, 2022, the Company’s exposure to credit risk is the carrying 
value of cash and AR. 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 June 30, 2022, the Company had cash of $13,604,371 and accounts payable and accrued liabilities of 
$3,407,253. All accounts payable and accrued liabilities are due within 90 days. 

In addition to the above, the Company has entered into various agreements related to engineering, 
procurement, and construction of its manufacturing facility. These contracts can be cancelled by the 
Company upon notice, without penalty, subject to the costs incurred up to and in respect of the cancellation.

Exro Technologies Inc.
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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, 
Euros and Grate Britain Pounds and is therefore exposed to exchange rate fluctuations. At June 30, 2022, 
the Company had the equivalent of CAD $6,343,314 of net financial assets denominated in US dollars, 
CAD $6,095 of net financial liabilities denominated in Euros and CAD $64,247 of net financial liabilities 
denominated in Great Britain Pounds.

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 period ended 
June 30, 2022. The Company is not subject to externally imposed capital restrictions.
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12.   RESEARCH AND DEVELOPMENT

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

For the three months ended June 
30,

For the six months ended June 
30,

2022 2021 2022 2021
Research and development  724,067  384,004  1,672,741  1,431,598 
Payroll and consulting fees  1,077,955  508,636  2,160,540  845,485 
Share-based payments  201,852  429,385  453,831  746,094 

Balance, June 30, 2022  2,003,874  1,322,025  4,287,112  3,023,177 

13. CONTINGENCIES

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 frivolous and 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. 

Exro has filed a petition with the United States Patent and Trademark Office for inter partes review (“IPR”) of 
U.S. Patent No. 7,382,103 (“the ‘103 patent”), assigned to patent owner ePropelled. An inter partes review is 
used to challenge the patentability of claims in the U.S. patent on the basis of prior art, which is evidence that 
an invention was already known prior to filing for patent protection. The filing follows an in-depth analysis by an 
independent expert in motors, and concludes that ePropelled’s ‘103 patent, which Exro is alleged to have 
infringed, is itself invalid.

Accordingly, the Company does not believe it is probable that the claim will result in a material outflow of 
resources.
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