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LX VENTURES INC. (“LXV” or the “Corporation”) 
 

 

NOTICE OF NO AUDITOR REVIEW OF INTERIM 

CONSOLIDATED FINANCIAL STATEMENTS 
 

 

The Corporation’s auditors have not reviewed or been involved in the preparation of these consolidated 

interim financial statements. 

 

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review 

of the consolidated interim financial statements, they must be accompanied by a notice indicating that the 

financial statements have not been reviewed by an auditor. 

 

In accordance with National Instrument 51-102 Section 4.3(3)(a) released by the Canadian Securities 

Administrators, the Corporation discloses that its auditors have not reviewed the unaudited interim 

consolidated financial statements in accordance with the standards established by the Canadian Institute 

of Chartered Accountants for a review of interim financial statements by an entity’s auditor, for the three 

month period ended October 31, 2013 and 2012. 

 

The accompanying consolidated interim financial statements of the Corporation have been prepared by 

and are the responsibility of the Corporation’s management. 

 
 



 

 

LX VENTURES INC. 
CONSOLIDATED INTERIM STATEMENTS OF FINANCIAL POSITION 

(Expressed in Canadian dollars) 

 
 see accompanying notes to the financial statements



 

 

LX VENTURES INC. 
CONSOLIDATED INTERIM STATEMENTS OF LOSS AND COMPREHENSIVE LOSS 

(Expressed in Canadian dollars) 

 
see accompanying notes to the financial statements 

 



 

 

LX VENTURES INC. 
CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS 

(Expressed in Canadian dollars) 

 
see accompanying notes to the financial statements 

 



 

 

LX VENTURES INC. 
CONSOLIDATED INTERIM STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY 

(Expressed in Canadian dollars) 

 
 

 
See accompanying notes to the financial statements 
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1. NATURE OF OPERATIONS AND GOING CONCERN UNCERTAINTY 

 

LX Ventures Inc. (“LXV” or the “Corporation”) was originally incorporated pursuant to the 

provisions of the Business Corporations Act (Alberta) on November 19, 1998.  On December 6, 2012, 

the Corporation was continued into British Columbia and concurrently changed its name to from 

Intensity Corporation Inc. to LX Ventures Inc.  LXV is a public corporation whose shares are listed 

and posted for trading on the TSXV under the symbol “LXV”.  Prior to fiscal 2013, the Corporation 

was in the business of selling computer hardware and software products.  During the year ended 

July 31, 2013, the Corporation completed a series of transformative changes whereby it shifted its 

focus from hardware and software distribution to being a vertically integrated high-growth 

technology company.  LXV is now leveraging its unique human, financial, and venture capital 

experience to develop innovative and leading edge products for the high-technology marketplace.  

The Corporation is focused on incubating, accelerating and acquiring technologies. 

 

These consolidated interim financial statements have been prepared using the going concern 

assumption, which assumes that the Corporation 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.  

During the three month period ended October 31, 2013, the Corporation had a net loss of $898,992 

and negative cash flow from operations of $847,786.  These conditions raise doubt about the 

Corporation’s ability to continue as a going concern. 

 

The continuing operations of the Corporation are dependent upon its ability to continue to raise 

adequate financing and to develop profitable operations in the future.  The Corporation has 

generated operating losses since inception.  The application of the going concern concept is 

dependent on the Corporation’s ability to achieve viable operations and receive continued financial 

support from its shareholders and from external financing.  Management is of the opinion that 

sufficient working capital will be obtained from external financing to meet the Corporation’s 

liabilities and commitments. 

 

There can be no assurances that the Corporation will be successful in raising additional cash to 

finance operations or that the continued support of shareholders will be available.  The 

consolidated interim financial statements do not include any adjustments relating to the 

recoverability of assets and liabilities that might be necessary should the Corporation be unable to 

continue as a going concern. 

 

 

2. BASIS OF PRESENTATION 

 

These consolidated interim financial statements were authorized for issue on December 30, 2013 by 

the directors of the Corporation. 

 

Statement of Compliance 

The consolidated interim financial statements have been prepared in compliance with International 

Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standard Board 

(“IASB”). 
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2. BASIS OF PRESENTATION (CON’T) 

 

Basis of Measurement 

These consolidated interim financial statements have been prepared on a historical cost basis except 

for financial instruments classified as fair value through profit or loss, which are stated at their fair 

values.  In addition, these consolidated interim financial statements have been prepared using the 

accrual basis of accounting. 

 

Functional and presentation currency 

The consolidated interim financial statements are presented in Canadian dollars, which is the 

Corporation’s functional currency. 

 

Consolidation 

Subsidiaries are entities controlled by the Corporation.  Control exists when the Corporation has 

the power to, directly or indirectly, govern the financial and operating policies of an entity so as to 

obtain benefits from its activities.  In assessing control, potential voting rights that are presently 

exercisable or convertible are taken into account in the assessment of whether control exists.   

 

Subsidiaries are fully consolidated from the date on which control is transferred to the Corporation.  

Subsidiaries are deconsolidated on the date that control ceases. 

 

The consolidated interim financial statements at October 31, 2013 and 2012, include the assets, 

liabilities, revenues and expenses of the Corporation’s 100% controlled and wholly owned 

subsidiaries.  All inter-company balances and transactions, including unrealized income and 

expenses arising from inter-company transactions, are eliminated on consolidation. 

 

These consolidated interim financial statements have been prepared using the following significant 

accounting policies: 

 

Critical accounting estimates and judgments 

The preparation of these consolidated interim financial statements in conformity with IFRS requires 

management to make judgments, estimates and assumptions that affect the application of 

accounting policies and reported amounts of assets and liabilities, revenues and expenses.  Actual 

results could differ from these estimates.  The consolidated interim financial statements include 

estimates which, by their nature, are uncertain.  The impacts of such estimates are pervasive 

throughout the consolidated interim 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 the revision affects both current and future periods. 

 

The preparation of these consolidated interim financial statements required the use of judgement 

with respect to assessing whether certain acquisitions meet the definition of a “business” as defined 

in IFRS 3 – Business Combinations.  Those acquisitions which meet the definition of a business are 

accounted for as a business combination using the purchase method, and require the purchase 

price to be allocated to the fair values of the net assets acquired, including any intangible assets that 

may have arisen as a result of the acquisition, with the remainder of the purchase price allocated to 

goodwill.  Those acquisitions which did not meet the definition of a business are accounted for as a 

purchase of assets.  The judgement applied to making this determination includes assessing 

whether the acquisition contains inputs, processes, and outputs as described in IFRS 3. 
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2. BASIS OF PRESENTATION (CON’T) 

 

Critical accounting estimates and judgments (con’t) 

The key sources of estimation uncertainty in these consolidated financial statements are the fair 

values of the Corporation’s investments.  The determination of the fair values of investments 

involves the use of multiple sources of data as well as forward-looking information.  Furthermore, 

multiple methods of determining the fair value of investments could be used and could potentially 

yield different results.  The Corporation has developed a consistent approach to assessing the fair 

value of its investments as described below.   

 

a) Measurement uncertainty 

The preparation of financial statements in conformity with IFRS requires management to make 

estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure 

of contingent assets and liabilities at the date of the financial statements and the reported amounts 

of revenues and expenses during the reporting period.  Aside from the significant areas described 

above, other areas requiring management estimates include impairment provisions, stock-based 

compensation and the estimation of the tax rates used to calculate deferred income tax assets and 

liabilities.  Actual results could differ from those estimates. 

 

b) Functional currency and presentation  

The Corporation’s functional currency is the Canadian dollar and transactions in foreign currencies 

are translated into Canadian dollars at rates of exchange at the time of such transactions.  Monetary 

assets and liabilities are translated at reporting period rate of exchange.  Non-monetary assets and 

liabilities are translated at historical exchange rates.  Revenue and expenses denominated in a 

foreign currency are translated at the monthly average exchange rate (except for depreciation and 

amortization which is translated at historical exchange rates).  Gains and losses resulting from the 

translation adjustments are included in income. 

 

c) Income taxes 

Income tax expense consists of current and deferred tax expenses.  Income tax expense is 

recognized in profit or loss except to the extent that it relates to items recognized directly in equity, 

in which case it is recognized directly in equity. 

 

Current tax expense is the expected tax payable on the taxable income for the year, using tax rates 

enacted or substantively enacted at period end, adjusted for amendments to tax payable with 

regards to previous years. 

 

Deferred tax is provided using the balance sheet liability method, providing for temporary 

differences between the carrying amounts of assets and liabilities for financial reporting purposes 

and the amounts used for taxation purposes.  Deferred taxes are not recognized for temporary 

differences related to the initial recognition of assets or liabilities that affect neither accounting nor 

taxable profit or investments in subsidiaries and equity investments to the extent it is probable that 

they will not be reversed in the foreseeable future.  The amount of deferred tax provided is based 

on the expected manner of realization or settlement of the carrying amount of assets and liabilities, 

using tax rates enacted or substantively enacted at the balance sheet date. 
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2. BASIS OF PRESENTATION (CON’T) 

 

Critical accounting estimates and judgments (con’t) 

c) Income taxes (con’t) 

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits 

will be available against which the asset can be utilized.  To the extent that the Corporation does 

not consider it probable that a future tax asset will be recovered, it provides a valuation allowance 

against that asset. 

 

d) Stock-based compensation  

For employees, the fair value is measured at grant date and recognized on a straight-line basis over 

the period during which the options vest.  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 actual 

number of share options that are expected to vest. 

 

Compensation expense for stock options granted to non-employees is recorded as an expense in the 

period at the earlier of the completion of performance and the date the options are vested using the 

fair value method. 

 

e) Loss per share 

Basic earnings (loss) per share is calculated by dividing the earnings (loss) attributable to common 

shareholders by the weighted-average number of common shares outstanding during the period.  

The Corporation uses the treasury stock method to compute the dilutive effect of options, warrants 

and similar instruments.  The method requires computation as if the proceeds from the exercisable 

options and warrants would be used to purchase common shares at the average market price 

during the period.  For the periods presented, diluted loss per share is equal to basic loss per share 

since the effects of stock options and warrants were anti-dilutive. 

 

f) Financial instruments 

At initial recognition, the Corporation classifies all financial instruments as held-to-maturity, 

available-for-sale, held-for-trading, loans and receivables, financial liabilities measured at 

amortized cost or financial assets and liabilities measured at fair value.  Financial assets held to 

maturity, loans and receivables and financial liabilities, other than those measured at fair value, are 

measured at amortized cost.  Instruments classified as held-for-trading are measured at fair value 

with unrealized gains and losses recognized in the statement of operations.  Instruments classified 

as available for sale are measured at fair value with unrealized gains and losses included in other 

comprehensive income. 

 

The Corporation has classified its financial instruments as follows: 

 

Cash and cash equivalents Loans and Receivables 

Investments (other than promissory notes) Fair Value through profit or loss 

Investments (promissory notes) Loans and Receivables  

Accounts receivable and notes Loans and receivables 

Accounts payable and advances  Other financial liabilities 
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2. BASIS OF PRESENTATION (CON’T) 

 

Critical accounting estimates and judgments (con’t) 

f) Financial instruments (con’t) 

The carrying amounts for cash and cash equivalents, accounts receivable, accounts payable, and 

promissory notes on the statement of financial position approximate their fair value due to the 

current nature of these instruments. 

 

g) Investments 

Investments consist of common shares, preferred shares, convertible notes and promissory notes. 

Investments are initially recorded at cost, being the fair value at the time of acquisition.  At the end 

of each financial reporting period, the Corporation’s management estimates fair value of its 

investments (other than promissory notes) based on the criteria below and records such valuations 

in the financial statements.  All adjustments to the fair value of investments are recorded directly in 

profit or loss.  At each reporting period thereafter, the fair value of an investment may, depending 

on circumstances, be adjusted by applying one or more of the following valuation techniques: 

 

• There has been a significant new equity financing with arms-length investors at a valuation 

above or below the current fair value of the investee company, in which case the fair value 

of the investment is adjusted to the value at which the financing took place; or 

• Based on financial information received from the investee company it is apparent to the 

Corporation that the investee company is unlikely to be able to continue as a going 

concern, in which case the fair value of the investment is adjusted downward; or 

• There have been significant corporate, political, operating, technological or economic 

events affecting the investee company that, in the Corporation’s opinion, have a positive or 

negative impact on the investee company’s prospects and, therefore, its fair value; or 

• The investee company is placed into receivership or bankruptcy. 

 

In addition to the circumstances described above, the Corporation will take into account general 

market conditions when determining if an adjustment to the fair value of an investment is 

warranted at the end of each reporting period.  Absent the occurrence of any of these events, or any 

significant change in general market conditions, the fair value of the investment is left unchanged. 

 

Application of the valuation techniques described above may involve uncertainties and 

determinations based on the Corporation’s judgment and any value estimated from these 

techniques may not be realized. 

 

The amount at which an investment could be disposed of may differ from its carrying value due to 

the availability and/or reliability of information available to, and determinations reached by, the 

Corporation. 

 

Any fair value estimated by the application of these techniques may not be realized. 

 

Transaction costs incurred in the purchase and sale of investments are recorded as an expense in 

the statement of loss and comprehensive loss. 
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2. BASIS OF PRESENTATION (CON’T) 

 

Critical accounting estimates and judgments (con’t) 

h) Comprehensive income 

Comprehensive income (loss) is defined as the change in equity from transactions and other events 

from non-owner sources.  Other comprehensive income refers to items recognized in 

comprehensive income that are excluded from net earnings.  Comprehensive loss is equal to net 

loss for the three month periods ended October 31, 2013 and 2012. 

 

i) Non-monetary transactions 

All non-monetary transactions are measured at the fair value of the asset surrendered or the asset 

received, whichever is more reliable, unless the transaction lacks commercial substance or the fair 

value cannot be reliably established. The commercial substance requirement is met when the future 

cash flows are expected to change significantly as a result of the transaction. When the fair value of 

a non-monetary transaction cannot be accurately measured it is recorded at the carrying amount of 

the asset given up adjusted by the fair value of any monetary consideration received or given. 

 

Accounting standards issued but not yet applied 

At the date of authorization of these consolidated financial statements, the following standards, 

amendments and interpretations have not been early adopted and are not expected to have a 

material effect on the Corporation’s future results and financial position: 

 

Financial Instruments 

The IASB intends to replace IAS 39, “Financial Instruments: Recognition and Measurement” (“IAS 

39”) with IFRS 9, “Financial Instruments” (“IFRS 9”).  IFRS 9 will be published in three phases, of 

which the first phase has been published.  For financial assets, IFRS 9 uses a single approach to 

determine whether a financial asset is measured at amortized cost or fair value, and replaces the 

multiple rules in IAS 39.  The new standard requires entities to classify financial assets as being 

measured either at amortized cost or fair value depending on the business model and contractual 

cash flow characteristics of the assets.  For financial liabilities, IFRS 9 requires an entity choosing to 

measure a liability at fair value to present the portion of the change in its fair value due to change 

in the entity’s own credit risk in the other comprehensive income rather than in the statement of 

profit or loss.  IFRS 9 is currently effective for annual periods beginning on or after January 1, 2013.  

However, the IASB has published an exposure draft which proposes to extend the mandatory 

effective date to January 1, 2015.  The Corporation is currently assessing the impact of this 

standard. 

 

Separate Financial Statements 

IAS 27, “Separate Financial Statements”, has been amended for the issuance of IFRS 10, 

Consolidated Financial Statements, but retains the current guidance for separate financial 

statements.  The Corporation does not anticipate this amendment to have a significant impact on its 

consolidated financial statements. 

 

Investments in Associates and Joint Ventures 

IAS 28, “Investments in Associates and Joint Ventures”, has been amended for conforming changes 

based on the issuance of IFRS 10, Consolidated Financial Statements, and IFRS 11, Joint 

Arrangements.  The Corporation does not anticipate this amendment to have a significant impact 

on its consolidated financial statements.  
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

The accounting policies set out below have been applied consistently to all periods presented in 

these consolidated financial statements. 

 

Principles of Consolidation 

The accompanying consolidated financial statements consist of LX Ventures Inc. and its wholly 

owned subsidiaries, Power Industry Computers Inc., Sosido Networks Inc., Fodio Technologies 

Inc., GSD Technologies Inc., 0968998 B.C. Ltd. (which operates Mobio INsider), and 0961572 B.C. Ltd. 

(which owns Weeve.it). All intercompany balances and transactions have been eliminated on 

consolidation. 

 

On August 1, 2012, the Corporation adopted the amendments to IAS 1, Presentation of Financial 

Statements.  The adoption of this change did not have a significant impact on the Corporation’s 

consolidated financial statements. 

 

Equipment 

Equipment is carried at cost less accumulated depreciation.  The Corporation provides for 

depreciation of its equipment using the declining balance method with annual rates between 20% 

and 55% which is designed to depreciate the cost of the equipment over its estimated useful life.  

 

Intangible Assets and Goodwill 

Intangible assets with finite lives consist of acquired technologies and software.  Intangible assets 

with finite lives are amortized on a straight-line basis over their estimated useful lives and are 

measured at cost less accumulated amortization and accumulated impairment losses.  Amortization 

commences once the underlying asset is complete and put into use.  Cost for intangible assets 

acquired in a business combination represents the fair value of the asset at the time of the 

acquisition.  Intangible assets with finite lives are currently amortized over the following periods: 

 

Estimated useful life 

Software    3 years 

 

Goodwill is not amortized but is tested for impairment annually or whenever there is an indication 

of impairment.  Goodwill is measured at cost less accumulated impairment losses. 

 

Revenue Recognition 

Revenue is recognized when a contractual arrangement is in place, the fee is fixed and 

determinable, the products and services have been delivered to the customer, and collectability is 

reasonably assured.  The Company’s principal source of revenue and recognition of these revenues 

are as follows: 

(i) On-line subscription fees. 

(ii) Professional services fees are recognized upon performance of the services. 

 

Payments received in advance are recorded as deferred revenue and brought into revenue as 

services are delivered or subscription time elapses. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CON’T) 

 

Financial Instruments 

All financial instruments are initially measured at fair value and categorized as either held-to-

maturity, fair value through profit or loss (“FVTPL”), loans and receivables, available-for-sale or 

other financial liabilities. 

 

Held-to-maturity financial assets are subsequently measured at amortized cost using the effective 

interest method.  Impairment losses are charged to net earnings in the period in which they arise. 

 

FVTPL financial instruments are measured at fair value with changes in fair value charged or 

credited to earnings in the period in which they arise. 

 

Loans and receivables are subsequently measured at amortized cost using the effective interest 

method.  Impairment losses are charged to net earnings in the period in which they arise. 

 

Available-for-sale financial instruments are measured at fair value with changes in fair value charged 

or credited to other comprehensive income.  Impairment losses are reclassified from other 

comprehensive income and charged to net earnings in the period in which they arise. 

 

Other financial liabilities are initially measured at fair value less directly attributable transaction costs 

and subsequently measured at amortized cost using the effective interest method. 

 

Share-Based Payments 

Stock options issued are accounted for in accordance with fair value accounting for share-based 

payments.  The associated expense is charged to operations with a corresponding increase to share-

based payments reserve over the vesting period of the option on a straight-line basis.  The fair 

value of each stock option granted is estimated on the date of grant using the Black-Scholes option 

pricing model.  As the options are exercised, the consideration paid, along with the amount 

previously recognized in share-based payments reserve, is recorded as an increase to share capital. 

 

Warrants 

The proceeds from private placements that include warrants are allocated on a relative fair value 

basis between the common shares and warrants.  The fair value attributed to warrants is recorded 

in a warrants reserve within equity.  If the warrants are converted, the consideration paid, along 

with the amount previously recognized in warrants reserve, is recorded as an increase to share 

capital. 

 

Impairment of Non-Financial Assets 

An impairment loss is recognized if the carrying amount of a cash-generating unit exceeds its 

estimated recoverable amount.  The recoverable amount of an asset or a cash-generating unit is the 

greater of its value in use and its fair value less costs to sell.  In assessing value in use, the estimated 

future cash flows are discounted to their present value using a pre-tax discount rate that reflects 

current market assessment of the time value of money and the risks specific to the assets.  

Impairment losses are recognized in the statement of comprehensive loss. 
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3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CON’T) 

 

Impairment of Non-Financial Assets (con’t) 

Impairment losses recognized in prior years are assessed at each reporting date for any indications 

that the loss has decreased or no longer exists.  An impairment loss is reversed if there has been a 

change in the estimates used to determine the recoverable amount.  An impairment loss is reversed 

only to the extent that the asset’s carrying amount does not exceed the carrying amount that would 

have been determined, net of depreciation, if no impairment loss had been recognized. 

 

 

4. ACCOUNTS RECEIVABLE, DEPOSITS, PREPAID EXPENSES 

 

Accounts receivable consist of amounts due from customers, interest receivable on promissory 

notes and excise taxes refundable.  Amounts due from customers relate to the operations of Fodio 

Technologies Inc., a wholly owned subsidiary.  Interest receivable pertains to amounts earned on 

promissory notes issued (see Note 7 – Investments). 

 

 

Deposits and prepaid expenses totaled $74,298 as of October 31, 2013 (July 31, 2012 – $39,535).  

Deposits and prepaid expenses consist of amounts paid on deposit with respect to the 

Corporation’s leased office premises and certain of the Corporation’s vendors. 

 

 

5. BUSINESS AND ASSET ACQUSITIONS 

 

Business Combination - Acquisition of Sosido Networks Inc. 

During the prior year, on May 28, 2013, the Corporation, through a wholly-owned subsidiary, 

completed the acquisition of all of the issued and outstanding shares of Sosido Networks Inc. 

(“Sosido”).  Sosido is an online knowledge exchange community for physicians, nurses, 

pharmacists and other healthcare professionals. 

 

Consideration consisted of 1,382,400 common shares of the Corporation with a fair value of 

$421,632 (based on LXV’s closing price of $0.305 on the date of acquisition) and cash payments of 

$10,000.  Certain shares of the Corporation issued in connection with the acquisition of Sosido are 

subject to escrow conditions, and are being released in equal installments every three months over 

time periods ranging from 18 months to 24 months.  As of October 31, 2013, 632,100 shares issued 

in connection with the acquisition of Sosido were being held in escrow by the Corporation’s legal 

counsel.  
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5. BUSINESS AND ASSET ACQUSITIONS (CON’T) 

 

Business Combination - Acquisition of Sosido Networks Inc. (con’t) 

As part of the terms of the acquisition, the Corporation has also agreed to pay down the deferred 

management fees, such fees being owed to certain former shareholders of and current consultants 

to Sosido, by applying 20% of Sosido’s post-acquisition revenues toward these amounts until they 

are paid in full. 

 

Acquisitions of Assets 

During the prior fiscal year ended July 31, 2013, the Corporation also made the following 

significant acquisition of assets which did not meet the definition of a business combination in 

accordance with IFRS 3: 

 

Mobio 

On May 16, 2013, the Corporation, through a wholly-owned subsidiary, completed the purchase of 

certain assets of Mobio Technologies Inc. (“Mobio”).  Consideration for the transaction was 

2,000,000 common share of the Corporation, which had a fair value of $610,000 on the date of 

closing.  The assets acquired consisted of software-related intangible assets and a nominal amount 

of fixed assets. 

 

The terms of the acquisition also provide for an earn-out, equivalent to 10% of the monthly gross 

revenues that the Corporation may realize from Mobio INsider, to a maximum of $500,000.  The fair 

value of the earnout consideration, as at May 16, 2013 and October 31, 2013 was determined to be 

$Nil.  Additionally, certain former shareholders of Mobio were granted the right to invest up to 

$1,000,000 in 0968998 B.C. Ltd. (“998LTD”), which is wholly-owned by LXV, on or before March 16, 

2014, based on a fully diluted post money valuation of $5,000,000.  The fair value of this option as at 

May 16, 2013 and October 31, 2013 was determined to be $Nil. 

 

 

6. INTANGIBLE ASSETS AND GOODWILL 

 

As of October 31, 2013, the Corporation’s intangible assets consisted entirely of software-related 

intangible assets.  Software-related intangible assets are reported on the Consolidated Statement of 

Financial Position under “Intangibles”.  
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6. INTANGIBLE ASSETS AND GOODWILL (CON’T) 

 

 

During the three month period ended October 31, 2013, the Corporation recorded an amortization 

expense of $51,103 on software-related technology assets pertaining to Sosido, and also expensed 

$10,031 of development costs related to Sosido. 

 

As of October 31, 2013, certain intangible assets were actively being developed and were not 

available for commercial use, and as a result were not yet subject to amortization.  Amortization of 

these assets will commence once the technologies are substantially complete and the assets are put 

into commercial use. 

 

 

7. INVESTMENTS 

 

During the prior fiscal year, the Corporation made investments in several companies.  These 

companies are focused on high-growth markets such as online gaming and the e-Sports sector, 

social performance management tools, mobile gaming, mobile computing application 

development, cloud-based accounting and payroll solutions, and digital advertising management 

to name a few.  As of October 31, 2013, the Corporation’s investments were as follows: 
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7. INVESTMENTS (CON’T) 

 

Equity investments consist of both common shares and preferred shares of investee entities.  The 

Corporation does not presently have any equity positions that result in significant influence.  

Equity investments are carried at fair value, with changes being recorded through profit or loss. 

 

Convertible notes are unsecured and bear interest annually at rates between 5% and 8%, and 

mature in two years or less.  The notes are convertible upon certain future events transpiring, and 

such events are uncertain as to both their occurrence and their magnitude.  The convertible notes 

are carried at fair value through profit or loss. 

 

Promissory notes are unsecured and bear interest at a rate of 12% per annum (simple interest), with 

maturity dates triggered by financing events.  Interest is payable in full upon maturity.  Promissory 

notes are carried at amortized cost using the effective interest method. 

 

During the three month period ended October 31, 2013, the Corporation recorded $1,628 of interest 

income on convertible notes (2012 - $Nil).  Accrued interest is recorded as an increase to the 

carrying value of each convertible note. 

 

During the three month period ended October 31, 2013, the Corporation recorded $4,500 of interest 

income on promissory notes (2012 - $Nil).  Interest income recorded on promissory notes is 

recognized as “interest receivable” and included as part of “accounts receivable” on the 

Corporation’s Consolidated Statement of Financial Position. 

 

See Note 2 – Basis of Presentation, (f) – Financial Instruments for additional information. 

 

 

8. TRADE PAYABLES AND ACCRUED EXPENSES 

 

 

Trade payables include $5,250 (July 31, 2013 - $2,520) of amounts owed to a parties related to the 

Corporation.  All monetary transactions are incurred in the normal course of operations and are 

measured at the exchange value, which is the amount of consideration agreed to between the 

related parties.  Amounts due to or from related parties are incurred in the normal course of 

operations and are unsecured, non-interest bearing and due upon demand. 
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9. FIXED ASSETS 

 

As of October 31, 2013, the Corporation’s fixed assets were as follows: 

 

 

10. LOANS AND COMMITMENTS 

 

Loans payable amounted to $Nil as of October 31, 2013.  Loans payable repaid during the 

corresponding period of the prior year were unsecured, bearing interest at 5% per annum, and all 

such loans were repaid during the prior period. 

 

The Corporation has pledged $55,000 in cash as collateral against the credit limits of credit cards 

issued to the Corporation.  Cash pledged is held as short-term guaranteed investments certificates, 

maturing in 30 days or less. 

 

Deferred management fees pertain to liabilities assumed by the Corporation in connection with the 

acquisition of Sosido Networks Inc. and are due to a company controlled by a former shareholder 

of Sosido.  The Corporation has covenanted to pay off these long-term accounts payable by setting 

aside 20% of Sosido’s revenues to pay down these amounts.  See Note 5 – Business and Asset 

Acquisitions.  

 

 

11. SHARE CAPITAL 

 

Authorized: 

Unlimited number of common shares 

Unlimited number of preferred shares, non-voting and entitled to such dividends as may be set by 

the Board of Directors of the Corporation 
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11. SHARE CAPITAL (CON’T) 

 

Issued and outstanding shares 

On October 1, 2013, the Corporation closed the first tranche of a placement for gross proceeds of 

$1,157,500.  The Corporation issued 7,716,668 units to subscribers of the private placement at a price 

of $0.15 per unit, each unit consisting of one common share and one-half of one share purchase 

warrant, each whole warrant entitling the holder to acquire one additional common share of the 

Corporation at a price of $0.22 per share for a period of 12 months, subject to certain acceleration 

provisions in the event the Corporation’s shares trade at $0.30 or more for 10 consecutive trading 

days.  In connection with the first tranche, the Corporation paid finders’ fees of $47,404, and issued 

252,560 finders’ warrants to finders who introduced subscribers to the Corporation.  The finders’ 

warrants have the same terms as the warrants forming part of the units.  All securities issued in 

connection with the first tranche are subject to a four-month-and-a-day hold period expiring on 

February 1, 2014. 

 

On October 4, 2013, the Corporation closed the second tranche of its placement for gross proceeds 

of $474,750.  The Corporation issued 3,165,000 units in the second tranche to subscribers at a price 

of $0.15 per unit, each unit consisting of one common share and one-half of one share purchase 

warrant, each whole warrant entitling the holder to acquire one additional common share of the 

Corporation at a price of $0.22 per share for a period of 12 months, subject to certain acceleration 

provisions in the event the Corporation’s shares trade at $0.30 or more for 10 consecutive trading 

days.  In connection with the second tranche of the private placement, the Corporation paid 

finder’s fees of $22,733, and issued 151,550 finders’ warrants to finder's who introduced subscribers 

to the Corporation.  The finders’ warrants have the same terms as the warrants forming part of the 

units.  All securities issued in connection with the second tranche are subject to a four-month-and-

a-day hold period expiring on February 5, 2014. 

 

During the corresponding period in the prior year, the Corporation made the following common 

share issuances: 

• On October 12, 2012 the Corporation issued 19,715,000 units (the “Units”) at a price of $0.10 

per Unit for gross proceeds of $1,971,500 (the “First Closing”).  Each Unit consisted of one 

common share and one half of a common share purchase warrant of the Corporation, with 

each whole warrant entitling the holder to purchase one additional common share of the 

Corporation at price of $0.30 per share for a period of 18 months from the date of issue (the 

“Warrants”).  If at any time after the date of issue the closing price of the common shares of 

LXV on the TSX Venture Exchange is greater than $0.50 per share for 10 consecutive 

trading days, the Corporation may give written notice to warrant holders that the Warrants 

will expire 30 calendar days after the date of such notice.  

 

• On October 26, 2012 the Corporation issued 2,450,000 Units at a price of $0.10 per Unit for 

gross proceeds of $245,000 (the “Second Closing”). 

 

In connection with the First Closing and the Second Closing, the Corporation incurred share 

issuance costs of $23,902, which were recorded in equity. 
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11. SHARE CAPITAL (CON’T) 

 

Warrants 

Details of common share purchase warrants outstanding as at October 31, 2013 are as follows: 

 

 

Common share purchase warrant transactions during the three month period ended October 31, 

2013, and during the prior fiscal year ended July 31, 2013 were as follows: 

 

 

The weighted average remaining contractual life of the issued and outstanding warrants at October 

31, 2013 was 7.4 months. 

 

The fair value of share purchase warrants issued during the three month period ended October 31, 

2013 was calculated using the Black-Scholes option pricing model.  The following weighted average 

assumptions were used for the valuation of share purchase warrants: 

 

Risk-free interest rate 1.15% 

Expected life 10 months 

Estimated volatility 100.00% 

Dividend rate 0.00% 
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11. SHARE CAPITAL (CON’T) 

 

Stock Options 

Under the Corporation’s Stock Option Plan, options to purchase common shares of the Corporation 

may be granted to directors, officers, key employees and consultants of the Corporation.  These 

options entitle the holder to purchase one common share at a subscription price that shall not be 

less than that which may be acceptable to any stock exchange on which the Corporation's shares 

are traded.  Options expire between two and five years after being issued or thirty days after an 

employee ceases employment with the Corporation.  The Board of Directors has the discretion to 

extend the expiration period on cessation of employment. 

 

The maximum number of common shares authorized for issuance by the Board of Directors under 

the plan is limited to 10% of the total issued and outstanding common shares of the Corporation 

and the aggregate number of common shares to be delivered upon exercise of the options to any 

one individual granted under the plan may not exceed 5% of the common shares issued and 

outstanding. 

 

A summary of the changes in the Corporation’s outstanding stock options is as follows: 

 

 

During the three months ended October 31, 2013, the Corporation granted 1,400,000 incentive stock 

options to certain directors, officers, employees and consultants to the Corporation.  The options 

vest in eight equal tranches, every quarter, over a period of two years from the date of grant.  The 

fair value of these options was measured at $130,352 using the Black-Scholes option pricing model, 

and the fair value of these options is being amortized into share-based payments over the vesting 

period.  During the three month period ended October 31, 2013, $9,696 of the fair value of these 

options was included in share-based payments.  The fair value of these stock options amounted to 

$0.09 per option. 
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11. SHARE CAPITAL (CON’T) 

 

Stock Options (con’t) 

The following weighted average assumptions were used for the valuation of the stock options 

granted during the period: 

 

Risk-free interest rate 1.25% 

Expected life 3 years 

Estimated volatility 100.00% 

Dividend rate 0.00% 

 

As at October 31, 2013, the following stock options were issued and exercisable: 

 

 
 

 

12. SHARE-BASED PAYMENTS RESERVE 

 

During the three months ended October 31, 2013, and during the prior fiscal year, the following 

changes occurred to the Corporation’s share-based payments reserves: 

 

 

 

13. LOSS PER SHARE 

 

The basic loss per common share is calculated using the weighted average number of common 

shares outstanding during the year.  Any warrants and stock options outstanding as at October 31, 

2013 and October 31, 2012 have not been included in the calculation of diluted loss per common 

share as the effect of their inclusion would be anti-dilutive.  Loss per share is calculated as follows: 

  



LX VENTURES INC. 

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

Unaudited (Expressed in Canadian dollars) 

Three month periods ended October 31, 2013 and 2012 

 

- 24 - 

13. LOSS PER SHARE (CON’T) 

 

 

 

14. RELATED PARTY TRANSACTIONS 

 

Payments to key management, directors, and former directors during the three month periods 

ended October 31, 2013 and 2012 were as follows: 

 

 

The Corporation has agreements with officers or companies controlled by officers of the 

Corporation which contain provisions for severance payments upon termination without cause by 

the Corporation, such termination payments potentially equating to up to six months of equivalent 

base salary, as follows: 

 

• Michael Edwards, Chief Executive Officer - the Corporation may terminate the contract at 

any time, without cause, by providing six (6) months written notice. 

• Rahul Walia, Chief Operating Officer - the Corporation may terminate the contract at any 

time, without cause, by providing written three (3) months written notice, plus an 

additional month for each completed year of service to the Corporation. 

• Kevin Rathbun, Chief Financial Officer - the Corporation may terminate the contract at any 

time, without cause, by providing thirty (30) days written notice. 

 

Fees paid to directors and officers are included in the line item “Personnel” in the Corporation’s 

Consolidated Statement of Comprehensive Loss. 

 

Transactions with related parties other than key management personnel entered into during the 

three month periods ended October 31, 2013 and 2012 consisted of premises rental agreements.  The 

Corporation and its subsidiaries rent office space from a company that one of the Corporation’s 

directors and one of the Corporation’s officers are also directors of.  The Corporation’s offices are 

rented on a month-to-month basis and no lease has been entered into.  During the three month 

period ended October 31, 2013, the Corporation paid rent of $25,500 (2012 - $1,250). 
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14. RELATED PARTY TRANSACTIONS (CON’T) 

 

Rent expenditures are included in the line item “Office and Administration” in the Corporation’s 

Consolidated Statement of Comprehensive Loss. 

 

All related party transactions were in the normal course of business and have been measured at the 

agreed upon exchange amounts, which is the amount of consideration established and agreed to by 

the related parties.  The exchange amounts approximate fair values. 

 

 

15. FINANCIAL INSTRUMENTS 

 

The Corporation’s financial instruments consist of cash, accounts receivable, investments in 

convertible notes, investments in promissory notes, investments in equity securities, trade and 

other payables, loans payable and borrowings from related parties.  As at October 31, 2013, there 

are no significant differences between the carrying amounts of these items and their estimated fair 

values.  The carrying value of these items approximates their fair values due to their immediate or 

short-term maturity. 

 

The Corporation’s financial instruments are exposed to certain financial risks, and the Board of 

Directors approves and monitors the risk management processes.  The Corporation has exposure to 

the following risks from its use of financial instruments: 

 

• Credit risk 

• Liquidity risk and funding risk 

• Interest rate risk 

• Market risk 

 

Fair Value 

Financial instruments measured at fair value are classified into one of three levels in the fair value 

hierarchy based on the degree to which the inputs used to determine the fair value are observable.  

The three levels of the fair value hierarchy are: 

 

• Level 1 – quoted prices (unadjusted) 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 or indirectly; and 

• Level 3 – inputs for the asset or liability that are not based on observable market data 

(unobservable inputs). 

 

Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will 

fluctuate due to changes in market interest rates.  The Corporation manages its financial 

instruments with the objective of minimizing potential interest rate risk, which generally means 

avoiding interest-bearing obligations other than in unusual circumstances. 
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15. FINANCIAL INSTRUMENTS (CON’T) 

 

Credit Risk 

Credit risk is the risk of potential loss to the Corporation if the counter party to a financial 

instrument fails to meet its contractual obligations.  The credit risk of the Corporation is associated 

with cash and accounts receivable, investments in convertible notes, and investments in promissory 

notes.  Management believes that the credit risk with respect to cash is minimal as balances are held 

with a high-credit quality financial institution.  Accounts receivable is minimal and described in 

Note 4.  Credit risk arising from convertible notes can be managed through the conversion features 

embedded in those notes.  The Corporation does face credit risk exposure from promissory notes.  

There were no provisions recorded for bad debts during the three months ended October 31, 2013.  

The Corporation believes that no provision for bad debts is presently warranted. 

 

Liquidity Risk 

The Corporation’s exposure to liquidity risk is dependent on the collection of accounts receivable, 

purchasing commitments and obligations or raising funds to sustain operations.  The Corporation 

controls liquidity risk by management of working capital and cash flows. 

 

Market Risk 

The Corporation’s exposure to financial market risk is limited as there are a minimal number of 

financial instruments that fluctuate as a result of changes in prices quoted in open markets.  

Currently the Corporation only has one equity investment that has a price quoted in a recognized 

market, and is therefore exposed to financial market risk.  As of October 31, 2013, the fair value of 

this investment was $48,000, and the cost basis for this investment is $100,000. 

 

 

16. CAPITAL MANAGEMENT 

 

The Corporation defines capital as an aggregate of total liabilities and equity, which at October 31, 

2013 was $3,632,017 (July 31, 2013 - $2,986,542).  The Corporation manages the capital structure and 

makes adjustments to it in light of changes in economic conditions and the risk characteristics of the 

underlying assets.  The Corporation’s objective is met by retaining adequate working capital to 

provide for the possibility that cash flows from assets will not be sufficient to meet future cash flow 

requirements in the near term.  The Board of Directors does not establish quantitative return on 

capital criteria for management.  In recent periods, the Corporation has relied on funds generated 

through the issuance of common shares to funds its operations. 

 

 

17. INCOME TAXES 

 

For a detailed discussion of the Corporation’s income tax assets, liabilities, tax loss carry-forwards, 

and other relevant tax matter, please refer to Note 17 – Income Taxes, in the Corporation’s audited 

annual consolidated financial statements for the years ended July 31, 2013 and 2012, available at 

www.sedar.com.  
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18. SUBSEQUENT EVENTS 

 

After the period end of October 31, 2013, the Corporation had the following subsequent events: 

 

• On November 27, 2013, the Corporation closed a non-brokered private placement financing 

for gross proceeds of $3,045,000.  The private placement consisted of the sale of 8,700,000 

units at a price of $0.35 per unit.  Each unit consisted of one common share and one-half of 

one common share purchase warrant.  Each whole warrant entitles the holder to acquire 

one additional common share of the Corporation at a price of $0.50 for a period of 12 

months from the closing of the offering, subject to certain acceleration provisions in the 

event that the shares of the Corporation trade at $0.65 or higher for 10 consecutive trading 

days.  In connection with the private placement, LXV paid finder’s fees of $152,930 and 

issued 399,990 finder’s warrants to finder’s who introduced subscribers to the Corporation.  

The finder’s warrants have the same terms as the warrants forming part of the units.  All 

securities issued in connection with the offering are subject to a hold period expiring on 

March 28, 2014. 

 

• On December 6, 2013, the Corporation granted 100,000 stock options to an advisor to the 

Corporation.  The options have an exercise price of $0.63 and a life of five years.  The 

options will vest in eight equal tranches, every three months over a period of two years 

from the date of grant. 

 

• On December 24, 2013, the Corporation granted 930,000 stock options to certain directors, 

officers, employees and consultants to the Corporation.  The options have an exercise price 

of $0.50 and a life of five years.  The options will vest in eight equal tranches, every three 

months over a period of two years from the date of grant. 

 

• Since October 31, 2013, and up to and including the date upon which the Corporation’s 

board of directors authorized the issuance of these audited consolidated financial 

statements, warrant holders of the Corporation have exercised, in aggregate, 5,487,500 

share purchase warrants for which the Corporation has received gross proceeds of 

$1,646,250. 


