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The following management’s discussion and analysis (“MD&A”) of the financial condition and results of the
operations of CE Brands Inc. (“CEBI” or the “Company”) constitutes management’s review of the factors
that affected the Company’s financial and operating performance for the three-month period ended June
30, 2023 and June 30, 2022. This MD&A should be read in conjunction with the Company’s unaudited
Condensed Interim Consolidated Financial Statements and accompanying notes for the three month period
ended June 30, 2023 and June 30, 2022, (“Q1 FY24 Financial Statements") as well as the audited financial
statements of the Company for the years ended March 31, 2023 and March 31, 2022, together with the
notes thereto which have been prepared in accordance with International Accounting Standard (“IAS”) 34
and Interim Financial Reporting using accounting policies consistent with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”), respectively. The
Company’s financial statements are available on SEDAR at www.sedar.com.

This MD&A is dated August 24, 2023. All dollar amounts in this MD&A are in Canadian dollars unless
otherwise indicated.

FORWARD-LOOKING INFORMATION

This MD&A contains “forward-looking information” within the meaning of applicable Canadian securities
laws. In general, forward-looking information is disclosure about future conditions, courses of action, and
events, including information about prospective financial performance or financial position. The use of any
of the words “anticipates”, “believes”, “expects”, “intends”, “plans”, “will”, “would”, and similar
expressions are intended to identify forward-looking information. Forward-looking statements included or
incorporated by reference in this MD&A include, without limitation, with respect to:

J the ability of the Company to continue as a going concern;

o the impact on the Company of the voluntary bankruptcy of eBuyNow eCommerce Ltd.
(“eBuyNow” or “EBN”), particularly as it relates to the Brand License Agreement dated
April 1, 2019, between eBuyNow and Motorola Mobility LLC (“Motorola License

Agreement”);
J the effects of COVID-19 on the Company;
. the effects of global supply constraints on the Company;
o the plans of the Company for the Motorola product category and four new Motorola

branded smartwatches, the status of the Motorola product category relative to those
plans, and the anticipated timing and costs to advance the Motorola product category
and the anticipated contract with Motorola;

o the plans of the Company for the Vitalist product category, the status of the Vitalist product
segment relative to those plans, and the anticipated timing and costs to advance the
Vitalist product category;

J the plans of the Company to terminate certain product lines and product categories

J the strategies of the Company for customer retention and growth;

o anticipated demand for the products and services of the Company, and its ability to meet
that demand;

o the plans of the Company to maintain a flexible capital structure;

J the ability of the Company to generate sufficient cash to maintain its capacity and fund its

growth and development;
J fluctuations in the liquidity of the Company;
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J the ability of the Company to meet its obligations as they become due;

J the plans of the Company for remedying its working capital deficiency;

J potential sources of financing for the Company to meet its commitments for capital
expenditures;

o capital expenditures not yet committed, but required, to maintain the capacity of the
Company and fund its growth and development;

J fluctuations in the capital resources of the Company;

J the sources of financing that the Company has arranged, but not yet used; and

o the plans of the Company to reduce general and administrative expenses.

The forward-looking information is based on certain key expectations and assumptions, including the
continuance of manufacturing operations at the Company’s partner factories in Asia, the timing of product
launches, shipments and deliveries, forecast sales price and sales volumes of the Company’s products and
the ability of the Company to continue as a going concern and secure additional sources of financing in
2023.

By its nature, forward-looking information is subject to various risks, which could cause the actual results
and expectations to differ materially from the anticipated results or expectations expressed in this
MD&A. Some of these risks include the following:

o due to the eBuyNow bankruptcy, contracts between eBuyNow and its subsidiaries and
certain licensors, distributors, and manufacturers (including the Motorola License
Agreement) may be terminated as part of the bankruptcy;

J the eBuyNow bankruptcy constitutes an event of default under the terms of the debt
instruments issued by the lenders of the Company;

. the loss of control or relinquishment of substantially all of the assets of the Company as
part of the eBuyNow bankruptcy could ultimately result in the Company being unable to
continue operations;

J there is the potential for litigation to arise from creditors in connection with the eBuyNow
bankruptcy resulting in contingent liabilities and additional legal costs;

o certain liabilities of eBuyNow and its wholly-owned subsidiaries may not be extinguished
in connection with the eBuyNow bankruptcy;

J upon completion of the eBuyNow bankruptcy, the Company will require additional funds
by way of debt or equity financings to continue to fund its operating, investing, and
financing activities in the foreseeable future;

o the Company may continue to experience negative impacts of the COVID-19 pandemic;
o the Company may continue to experience negative impacts of global supply constraints;
o the Company has limited financial resources and will require additional funds to continue

operations;

o the Company is at risk of not being able to settle its debt obligations and the Company may
not be able to extend, replace, or refinance its existing debt obligations on terms
reasonably acceptable to the Company, or at all;

J the Company has global operations and sales and, as such, has exposure to global credit
and financial factors on consumers in its areas of operations;

J the Company has a working capital deficiency;
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the Company has a history of negative cash flow, including negative cash flow from
operating activities;

the Company relies on third party manufacturing and from time to time there may be
product defects caused by the manufacturing process, assembly, or engineering;

the Company relies heavily on manufacturing in China but at times may use factories in,
Vietnam, Taiwan, or Malaysia, as such products may be subject to changing tariffs applied
by selling countries to the countries of origin with little or no warning;

the Company believes its transaction-based revenues will begin to represent an increasing
proportion of its overall revenue mix over time and expects the seasonality of its quarterly
results to vary;

The company faces a risk of having “no to very low revenue” in Quarter 2 of FY 24
considering the company is in the negotiation stage with the B2B customer contracts.

the Company relies on major components to be manufactured on an OEM basis;

Demand for international sales may not grow as expected or at all, and there is no
assurance that the Company will succeed in expanding into new markets;

the ability of the Company to successfully enter new markets is subject to uncertainties;
there can be no assurance that the business and growth strategy of the Company will
enable the Company to be profitable;

the Company relies on licenses from third parties;

the future growth and profitability of the Company will be dependent in part on the
effectiveness and efficiency of its sales and marketing expenditures;

the Company may be exposed to product liability claims in the use of its products;

the market for the products of the Company is characterized by rapidly changing
technology, evolving industry standards, and customer requirements;

the precise segment of the market that is targeted by the Company is characterized by
rapid technological change, evolving industry standards, frequent new product
introductions, and short product life cycles;

the ability of the Company to generate revenue will largely depend upon the effectiveness
of its sales and marketing efforts, both domestically and internationally;

the success of the Company is largely dependent on the performance of its key directors,
officers, and employees;

the commercial success of the Company is reliant on the ability to develop new or improved
technologies, manufacture products, and to successfully obtain patents or other
proprietary or statutory protection for these technologies and products in Canada and
other jurisdictions;

the Company could become subject to a wide variety of cyberattacks on its networks and
systems;

the Company is engaged in an industry that is highly competitive and rapidly evolving;

the new products provided by the competitors of the Company may render the existing
products of the Company less competitive;

the Company uses contract manufacturers to manufacture its products and products under
development;

the management of the Company has limited experience operating public companies;

the Company may become party to litigation, mediation, or arbitration from time to time
in the ordinary course of business;
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o any future acquisitions may result in significant transaction expenses and may present
additional risks associated with entering new markets, offering new products, and
integrating the acquired companies;

o the business plan of the Company anticipates rapid growth, and the Company will need to
continue to attract, hire, and retain highly skilled and motivated officers and employees;

J the computer infrastructure of the Company may potentially be vulnerable to physical or
electronic computer break-ins, viruses, and similar disruptive problems and security
breaches;

o the Company may not be able to enhance its current products or develop new products at
competitive prices or in a timely manner;

o the Company is subject to taxes in Canada and numerous foreign jurisdictions;

J a customer of the Company or counterparty to a financial instrument of the Company may

fail to meet its contractual obligations to the Company ;

J there are a number of risks inherent in the international activities of the Company,
including unexpected changes in governmental policies or project locations concerning the
import and export of goods, services, and technology;

o the ability of the Company to manage growth effectively will require it to continue to
implement and improve its operational and financial systems;

o the forecasts and models of the Company could be inaccurate;

o the accounting estimates and judgments of the Company could be incorrect;

o the Company may fail to develop or maintain effective controls on financial reporting; and

J there is no assurance that insurance will be consistently available to the Company

on economically feasible basis or at all

Readers are cautioned not to place undue reliance on this forward-looking information, which is given as
of the date of this MD&A, and to not use such forward-looking information other than for its intended
purpose. CEBI undertakes no obligation to update publicly or revise any forward-looking information,
whether as a result of new information, future events, or otherwise, except as required by applicable
securities law.

Basis of Presentation

In this MD&A all references to: (a) “Q1 2024” are to the three-month period ended June 30, 2023; (b) “Q1
2023” are to the three-month period ended June 30, 2022; (c) “Fiscal 2023” are to the fiscal year ended
March 31, 2023; (d) “Fiscal 2022” are to the fiscal year ended March 31, 2022; and (e) “Fiscal 2024” are to
the fiscal year ended March 31, 2024. The unaudited Condensed Consolidated Interim Financial Statements
and the accompanying notes for the three-month period ended June 30, 2023 and June 30, 2022, and this
MD&A were reviewed and approved by the Company’s Board of Directors on August 24, 2023 on the
recommendation of the Company’s Audit Committee.
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Going concern

The consolidated financial statements have been prepared on a going concern basis which contemplates
the realization of assets and the payment of liabilities in the ordinary course of business. Should the
Company be unable to continue as a going concern, it may be unable to realize the carrying value of its
assets and meet its liabilities as they become due.

There is considerable uncertainty with respect to the Company’s ability to continue operations. At June 30,
2023 and during the associated three months ended the Company had a deficit of $57,958,589 (March 31,
2023 - $66,626,562), generated net income of $8,667,973 which is inclusive of a gain on deconsolidation of
$10,446,815 (June 30, 2022 — net loss of $2,537,324) and used cashflow in operating activities of $666,550
(June 30, 2022 - $1,685,365). The Company had a working capital deficiency of $ 13,878,199 (March 31,
2023 — deficiency of $17,468,797) which includes current debt of $ 11,864,493 at June 30, 2023 .

During the three months ended June 30, 2023 and subsequent thereto, the Company failed to make its
contractual interest payments on the Debenture notes which was due May 25, 2023 and the Vesta Loan
Facility which were due on various dates, respectively, as well as not meeting its minimum repayment
requirements under the Choco Facility (Note 6). The failure to make these payments is considered an event
of default under these lending agreements providing the lenders the right to demand immediate
repayment of all amounts outstanding. The Company has not received waivers for these events of default
and as at the date of this filing the lenders have not exercised any of their rights under their respective
agreements.

On June 27, 2023, EBN, a wholly owned subsidiary of the Company, filed a voluntary assignment into
bankruptcy under the Act. There is considerable uncertainty as to the duration and impact of the
bankruptcy process and whether the process will impact the Company’s ability to continue to operate in
the foreseeable future. The impacts of the bankruptcy filing on the Company may include, amongst others:

o Loss of material contracts: The Company’s revenues were generated through EBN and its
wholly owned subsidiaries. For the three months ended June 30, 2023 CEBI and CE Brands
International Inc. did not generate revenue. There is a risk that existing contracts between
EBN, its subsidiaries and certain licensors, distributors and manufacturers may be
terminated as part of the bankruptcy filing. While some of these contracts may be assigned
to CEBI, there are no guarantees that such an assignment will occur or that any assigned
contracts will be renewed at expiration.

J Demand repayment of all debts: The EBN bankruptcy process constitutes an event of
default under the terms of the Company’s debt agreements. After June 30, 2023, Vesta
confirmed the bankruptcy did not constitute an event of default under their lending
agreements. After June 30, 2023, the owner of the Choco Facility informed the Company
that it had waived the event of default caused by the bankruptcy (Note 6). These waivers
do not cover the event of default caused by non-payment of certain debt repayment
amounts noted herewithin (Note 2 and 6).

o Loss of the Company’s intellectual property rights and a loss of control or relinquishment
of the Company’s assets as part of the EBN bankruptcy process may result in the Company
being unable to continue operations.
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J The potential for litigation to arise from creditors in connection with the bankruptcy
process may result in contingent liabilities and additional legal costs.

J The potential that certain liabilities of EBN and its wholly owned subsidiaries may not be
extinguished in connection with the bankruptcy process.

As of August 24, 2023 the EBN bankruptcy process is ongoing and EBN has not been discharged from
bankruptcy.

The Company’s ability to continue operations is contingent on achieving profitable operations while
securing additional funding through debt and equity financing, to fund its operating, investing, and
financing activities in the foreseeable future. There can be no assurance that sufficient debt or equity
financing will be available on terms acceptable to the Company or at all. The inability of the Company to
achieve profitable operations, successfully complete a bankruptcy process, or access debt or equity
financing for its operations could have a material adverse effect on the Company’s financial condition,
results of operations or prospects. These conditions create a material uncertainty that may cast significant
doubt on the Company’s ability to continue as a going concern.

These consolidated financial statements do not give effect to any adjustments which would be necessary
should the Company be unable to continue as a going concern and, therefore, be required to realize its
assets and discharge its liabilities in other than the normal course of business and at amounts different
than those reflected in the consolidated financial statements. Such adjustments could be material.

CORPORATE OVERVIEW

CEBI is a public company traded on the TSX-V exchange under the symbol CEBI. The Company’s registered
and head office is 2100 Livingston Place, 222 3rd Avenue SW, Calgary, AB T2P 0B4. Using sales data
analytics, the Company selects growth products and partners in the consumer electronics space to develop
and sell globally via multiple sales channels.

On June 27, 2023, the Company’s wholly owned Canadian subsidiary, eBuyNow eCommerce Ltd. (“EBN")
filed a voluntary assignment into bankruptcy under the BIA. Prior to June 27, 2023, all other subsidiaries of
the Company were wholly owned subsidiaries of EBN with the exception of CE Brands International Inc.
which is a wholly owned subsidiary of CEBI and was incorporated on April 21, 2023. A licensed insolvency
trustee was appointed on June 27, 2023 under section 49 of the Act to administer the bankruptcy, removing
CEBI’s control of EBN. EBN was deconsolidated as of June 27, 2023 because CEBI did not have the power
to direct the relevant activities of EBN as of this date.

The Company is a data-driven consumer electronics company. It works with tools to identify precise gaps
in the consumer electronics industry, and then proceeds to build, market, and distribute promising
consumer electronics goods with a strictly results-oriented approach. Using sales data analytics, the
Company selects growth consumer electronics products for sale through their direct-to-consumer e-
commerce platforms via global retail channels in multiple countries.

The Company strives to bring the most insightful consumer product intelligence to our world class
manufacturing, brand and retail partners. This is accomplished through the following.
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o Al Driven Market Intelligence: Harvesting and analyzing consumer feedback at a scale to identify
consumer electronics market opportunities.

o Global Omni-Channel Sales: Selling through every channel including direct to consumer,
marketplace, and traditional retail in 30 countries and growing.

e Iconic Brand Partnerships: |dentifying which brands are missing from a product category. We
partner with the brand to create products consumers’ trust.

® Premium Manufacturing Partners: Partnering with only the world’s most capable factories, to
deliver high quality products with mass market appeal.

The Company produces consumer electronics in multiple product categories under multiple licensed brands
and considers the brand of the product to simply be an additional feature. For this reason, the Company
enters into multiple trademark brand licensing agreements, where it pairs a brand with a product line that
is under development. Typical arrangements are based on royalty agreements, where the Company pays a
royalty to the trademark holder for the authorization to produce, market, and sell products under the
licensed trademark brand.

Deconsolidation

During the first quarter, the Company’s wholly owned subsidiary, EBN made a voluntary assignment into
bankruptcy under the Act. Harris & Partners Inc. (the “Trustee” or “HPI”) was appointed as EBN’s trustee
in bankruptcy. Effective June 27, 2023, EBN made an assignment of all its property for the general benefit
of its creditors to HPI. While certain contracts may be assigned to the Company during the bankruptcy
process there are no guarantees that such an assignment will occur. On June 27, 2023 CEBI lost decision-
making power over the relevant activities of EBN and its subsidiaries to the Trustee. The Company
derecognized the assets and liabilities of EBN and its subsidiaries as of that date, resulting in a gain. All
previously recorded foreign currency translation gains and losses related to the subsidiaries were reversed
and recorded to the Consolidated Statement of Income (Loss) and Comprehensive Income (Loss). The
deconsolidation was accounted for prospectively as at the date of bankruptcy. A summarized table of the
assets and liabilities deconsolidated can be found in Note 2 of the Unaudited Condensed Consolidated
Interim Financial statements for the three months ended June 30, 2023.

OUTLOOK

This section contains certain forward-looking statements. Please refer to the disclosure under the heading
“Forward-Looking Information” for a discussion of risks and uncertainties related to such statements.

General

The Company continues to take steps to mitigate the impacts of the ongoing supply constraints on
semiconductor chip manufacturing and global supply chain disruptions through supply-chain
improvements and strategically prioritizing the Company’s product portfolio to conserve cash and improve
near-term as well as long-term profitability. In order to continue to meet customer demand, the Company
is actively seeking financing to ensure the Company has sufficient fund on hand for the purchase of
inventory, working capital, and for general corporate purposes.
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Due to the working capital and liquidity constraints that the Company has faced and a slower than
anticipated return to full operations in our partner factories, the Company withdraws all previously
disclosed financial guidance due to the uncertainty in forecasting operating results.

The Company anticipates that it will require additional financing to address the Company’s working capital
and other financing needs and support the Company’s Motorola and Vitalist product launches and sales
described below. See “Forward-Looking Information”, “Going Concern” and “Other Risk Factors” in the
MD&A for more information. The Corporation is actively seeking financing to address such needs and support
such product launches and sales.

Vitalist Products

On June 6, 2023, the Company announced the launch of Vitalist, an in-house smartwatch health brand.
With a focus on affordability and market availability, Vitalist will specialize in cost-effective smartwatches
that integrate with a dedicated application experience. By combining user-friendly design, at-home
biomarker testing, and wellness improvement planning, Vitalist aims to empower users to gain deeper
insight into, and track how their daily activities and interventions impact, their long-term health.

In addition to providing comprehensive smartwatch features, Vitalist will offer bundled biomarker testing
services. This means that users will be able to conveniently test their biomarkers, gaining valuable insights
into their health. By leveraging the power of smartwatch data and biomarker analysis, the Company
anticipates that Vitalist will create an ecosystem that enables users to make informed decisions about their
well-being.

Beyond biomarker testing, Vitalist will take a holistic approach to health. The brand will offer personalized
health supplement interventions that are tailored to the specific needs of users based on their biomarker
and biometric data. By analyzing the collected information, Vitalist will be able to generate custom training
and dietary supplement plans, enabling users to manage their biomarkers and achieve their health goals.

With Vitalist, the Company plans to foster an ecosystem that promotes proactive health management
through the integration of smartwatches, biomarker testing services, and health supplement interventions
that allow users to track their progress, identify areas for improvement, and make informed decisions to
enhance their overall health and well-being.

Based on internal market research, the Company plans to bring multiple smartwatch and smart ring
products to market in the upcoming fiscal year under the Vitalist brand, to reach market segments where
Motorola branded products may not be appropriate (for example, to reach iPhone users with a keen
interest in hormone levels) and also to be able to launch a portfolio of off-the-shelf hardware products
already being manufactured under non-exclusive brand names in other countries, of which the research
and development requires limited resources in order to introduce to the market, and of which the products
are not aligned with Motorola brand licensing requirements.
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CONSOLIDATED RESULTS

Selected Financial Information

The following tables summarize certain financial data derived from the financial statements of the
Company for the interim period ended June 30, 2023:

Three months ended

June 30, 2023 June 30, 2022
Total revenue 1,218,798 2,441,672
Cost of products and services 680,373 1,894,152
Gross profit 538,425 547,520
Net income (loss) 8,667,973 (2,537,324)
Total comprehensive Income (loss) 8,685,641 (2,376,667)
Basic and Diluted Loss per share 0.34 (0.10)

The Company’s Condensed Consolidated Statement of Financial Position at June 30, 2023 reflects the
balances of CEBI and its wholly owned subsidiary, CE Brands International Inc. The comparative period
figures reflect the balances of CEBI and of EBN and its wholly owned subsidiaries. All of the Company’s
revenue for the three months ended June 30, 2023 is generated from EBN.

As at: June 30, 2023 March 31, 2023
Total Assets 90,353 1,995,279
Total Non-Current Financial Liabilities - 5,097,002

Selected financial and operational highlights include the following:

o Total revenue of approximately $1.22 million in the three-months period ending June 30, 2023,
was lower by 50% compared with approximately $2.44 million in the prior year. The reason can be
attributed to termination of Kodak agreement and related sales in 2023 and lower business to
consumer (“B2C") sales of moto watches on e-commerce platforms.

o Gross profit of approximately $0.54 million in the three-months period ending June 30, 2023, from
a gross profit of approximately $0.55 million in the prior year, representing a negligible decrease
of approximately 2%. The less proportionate decrease in gross profit was driven by an increased
proportion of total sales coming from higher margin products such as the moto watch 100, versus
the prior year which had a product mix including moto watch 360 with a comparatively lower gross
margin.

o Net Income of approximately $8.66 million in the three-month period ended June 30, 2023, up by
441% compared with $2.54 million net loss in Fiscal 2023. The increase in net income was due to a
gain on deconsolidation of $10.45 million and lower operating expenditures, set off by increased
finance costs.

Page 11 of 37



Results of Operations

The following section provides an overview of our financial performance during Fiscal 2024 as compared
to the Fiscal 2023.

For the three-months ended

June 30, 2023 June 30, 2022
(adjusted - Note 2)
Revenue 1,218,798 2,441,672
Cost of products and services 680,373 1,894,152
Gross profit 538,425 547,520
Expenses
Wages and contractors 392,650 1,051,488
Royalties and license fees 386,276 472,171
Legal, accounting and other professional fees 336,333 272,788
Loss (gain) on foreign exchange 195,581 (90,826)
Marketing 121,759 226,773
Technology and related 108,977 138,542
General and administrative 77,353 262,356
Selling and distribution 25,133 197,787
Stock-based compensation 1,959 66,384
Depreciation & amortization - 57,065
Operating loss (1,107,596) (2,107,008)
Finance costs (671,246) (445,650)
Gain on deconsolidation 10,446,815 -
Income (loss) before income tax 8,667,973 (2,552,658)
Income tax recovery - (15,334)
Net income (loss) 8,667,973 (2,537,324)
Other comprehensive income
Gain on translation of foreign operations 294,539 160,657
Reclassification of foreign currency gains on deconsolidation (276,871) -
Comprehensive income (loss) 8,685,641 (2,376,667)
Net income (loss) per share- basic and diluted 0.34 (0.10)
’Weighted average number of shares — basic and diluted 25,290,187 25,260,554

Page 12 of 37



Revenues: Revenue decreased by $1.22 million; reflecting a decrease of 50% in Q1 2024 compared
to Q1 2023. The decrease can be attributed to the termination of Kodak agreement and lower B2C
sales of moto watches on e-commerce platforms.

Cost of products and services and Gross profit: The cost of products and services decreased by
$1.21 million, or 64%, in Q1 2024 compared to Q1 2023. There is a negligible decrease in gross
profit of 2% as compared to gross profit in Q1 2023 and a notable increase in gross profit as a
percentage of revenue. The increase in gross profit as a percentage of revenue was driven by an
increased proportion of total sales coming from higher margin products such as the moto watch
100, versus the prior year which had a product mix including moto watch 360 with comparatively
lower gross margin.

Wages and contractors: Wages and contractor expenses decreased by $0.66 million; indicating a
decrease of 63% for Q1 2024, compared to Q1 2023. The decrease can be attributed to the
termination of employees and contractors. The company started its internal restructuring in Q1
FY24 in light of the anticipated bankruptcy resulting in a decrease of Wages and contractor costs.

Royalties and license fees: Royalties and license fees decreased by $0.09 million, representing a
decrease of 18% for Q1 2024, compared to Q1 2023. This decrease can be attributed to removal of
Kodak royalties in Q1 2024 on account of Company’s termination of its contract with Eastman
Kodak Company (“Kodak”).

Legal, accounting, and other professional fees: Professional fees increased by $0.06 million
representing an increase of 23% for Q1 2024, compared to Q1 2023. This increase can be attributed
to professional fees related to year end audit.

Loss (gain) on foreign exchange: Loss on foreign exchange increased by $0.29 million and 315% for
Q1 2024, compared to Q1 2023. This loss can be attributed to changes in foreign currency exchange
rates across which the company has certain assets and liabilities, which has resulted in a decrease
in net assets, due to foreign currency fluctuations.

Marketing: Marketing expenses decreased by $0.11 million; representing a reduction of 46% for
Q1 2024, compared to Q1 2023. This decrease is a result of the company's strategic efforts to
reduce advertising costs.

Technology and related: Technology and related expenses decreased by $0.03 million; indicating
a decline of 21% for Q1 2024, compared to Q1 2023. This decrease is primarily due to a reduction
in software subscription fees related to the decrease in the number of employees.

General and administrative: General and administrative expenses decreased by $0.19 million;
reflecting a decrease of 71% for Q1 2024, compared to Q1 2023. This decrease can be attributed
to higher insurance premiums, rent expenses & dues, and membership costs in the prior period.

Selling and distribution: Selling and distribution expenses decreased by $0.17 million; reflecting a
decline of 87% for Q1 2024, compared to Q1 2023. This decrease can be attributed to the
termination of various third-party warehouse service providers as part of management's cost-
saving initiatives.
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Stock-based compensation: Stock-based compensation decreased by $0.06 million and 97% for Q1
2024, compared to Q1 2023. The decrease is attributable to forfeited options associated with
option holders leaving the Company before the vesting dates.

Depreciation and amortization: Depreciation and amortization expenses decreased by $0.06,
representing a decline of 100% for Q1 2024, compared to Q1 2023. This decrease is due to the full
depreciation and write-off of the Company’s Property, plant, and equipment, Right of use asset
and Intangible assets in the prior fiscal year, resulting in no expense for the current period.

Finance costs: Finance costs increased by $0.23 million and 51% for Q1 2024, compared to Q1 2023.
The increase is attributed to additional indebtedness under the Vesta loan facility, Choco facility,
Vesta revolving credit facility and interest charged on accounts payable due to non-payment by the
due dates during Fiscal 2023 and Q1 2024.

Gain on deconsolidation: On June 27, 2023, the net assets of EBN and its subsidiaries were
deconsolidated for accounting purposes as a result of EBN entering into voluntary bankruptcy. The
deconsolidation resulted in a $10.45 million gain. There was no comparable figure in Q1 2023.

Gain on translation of foreign operations and Reclassification of foreign currency losses on
deconsolidation: Gain on translation of foreign operations increased by $0.1 million and 83% for
Q1 2024, compared to Q1 2023. Reclassification of foreign currency losses on deconsolidation
increased by $0.28 million and 100% for Q1 2024, compared to Q1 2023. The change is attributable
to the bankruptcy of EBN and its subsidiaries which resulted in deconsolidation wherein the
liabilities deconsolidated were higher than assets resulting in gain on deconsolidation.
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Summary of Quarterly Results

For the period ending: September 30, December 31, March 31, June 30, September 30, December 31, March 31, June 30,
2021 2021 2022 2022 2022 2022 2023 2023

Revenue - as previously presented 1,395,170 1,495,965 2,892,645 2,394,697 2,183,127 1,492,410 1,335,226 1,218,798
Adjustment (note 1) 85,170 122,256 88,233 46,975 64,171 33,825 - -
Revenue - corrected 1,480,341 1,618,221 2,980,878 2,441,672 2,247,298 1,526,235 1,335,226 1,218,798
Gross profit 453,671 255,710 658,890 547,520 514,629  (2,792,243)  (2,447,758) 538,425
Gross profit percentage - as 33% 17% 23% 23% 24% (187%) (164%) 44%
previously presented

Gross profit percentage corrected 31% 16% 22% 22% 23% (183%) (183%) 44%
Net income (loss) (2,072,350) (2,604,135) (2,854,707) (2,537,324) (2,128,816) (6,064,511) (17,342,713) 8,667,973
Basic and diluted loss per share (0.09) (0.12) (0.12) (0.10) (0.08) (0.24) (0.69) 0.34

Note 1 - The results for each of the quarters ended September 30, 2021 through to December 31, 2022 have been adjusted for an immaterial error correction;

the impacts of which are an increase to Revenue in each period and a corresponding increase to Cost of products and services as shown in the "adjustment"

line in the table above. As a result of these adjustments, there was no impact on gross profit. The impact of these adjustments to Gross profit percentage was

corrected in the table above. As a result of these adjustments there was no impact on net loss or to basic and diluted loss per share in each period.
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o Revenue has shown an increasing trend from the quarter ended September 30, 2021, to March 31,
2022. The increase in quarter ended March 2022 is primarily a result of the launch of the moto
watch 100 late in the third quarter of Fiscal 2022. Further contributing to the increase in total
revenue was increased sales in smart home products, driven primarily by increased sales of air
purifiers as well as sales of the KODAK Infinio F882 Outdoor Security Camera which was launched
in January 2022. The decreasing trend visible from quarter ended Q4 2022 to quarter ended Q1
2024 is attributed to decline of sales of Moto 360 watch and lower B2C sales of moto watches on
e-commerce platforms and termination of Kodak contract.

o As a percentage, Gross profit increased from the quarter ended December 31 2021 to quarter
ended September 30 2022. The increase is primarily attributable to trend of sales from the said
quarters. Gross profit became negative in Q3 of fiscal 2023 due to the increase in Cost of products
and services is attributable to inventory write offs due to termination of Kodak agreement and
liabilities arising on committed purchase orders for Kodak products resulting from termination of
agreement with Kodak. The Company returned to positive Gross profit in Q1 2024 due to a
decrease in the Cost of products and services as a percentage of sales compared to the previous
quarters. This was driven by an increased proportion of total sales coming from higher margin
products such as the moto watch 100, versus the prior year which had a product mix including
moto watch 360 with a comparatively lower gross margin. Further, there were no material write-
offs or impairments of inventory in Q1 2024.

o Net Loss remained consistent over the quarters ended September 30, 2021, to September 30 2022.
The net loss increased in the quarters ended December 31, 2022, and March 31, 2023, due to
impairment of goodwill and other assets. Termination fees on the Kodak royalty contract and
liability arising out of commitment of royalty charges towards Kodak, as well as rising financing
costs, further added to the losses during this period. The net income in Q1 2024 is due a reduced
operating loss from certain cost reduction activities and a significant gain on deconsolidation of
EBN and its subsidiaries.

LIQUIDITY AND CAPITAL RESOURCES

The Company’s liquidity and capital resource are as follows:

Liquidity and Capital Resources June 30, 2023 Mar 31, 2023
Cash - 576,007
Total current assets 90,353 1,995,279
Total current liabilities 13,968,552 19,464,076
Working Capital Deficiency (13,878,199) (17,468,797)

The Company’s capital management policy is to maintain a capital base that optimizes its ability to grow,
maintain investor and creditor confidence and to provide a platform to create value for its shareholders.
The Company intends to maintain a flexible capital structure to maximize its ability to pursue additional
investment opportunities, which considers the Company’s early stage of development and the requirement
to sustain future development of the business.
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The Company will manage its capital structure and make changes to it in light of changes to economic
conditions and the risks associated with the nature of the business. In order to maintain or adjust the capital
structure, the Company may from time-to-time issue shares, seek debt financing and adjust its spending to
manage its current and projected capital structure.

The Company does not expect significant trends or fluctuations in liquidity as a result of seasonality.
Fluctuations in liquidity and the Company’s working capital requirements are primarily related to the capital
needs required to purchase inventory to meet demand for sales. The Company has committed purchase
orders from factories of approximately $0.14 million (refer to “Commitments” below) in the next 12
months.

The Company currently has a working capital deficiency and whether and when the Company can generate
sufficient operating cash flows to pay for its expenditures and settle its obligations as they fall due
subsequent to June 30, 2023 is uncertain. Until the Company can generate sufficient operating cash flows
to pay for its expenditures and settle its obligations, including commitments due in the next 12 months, as
they fall due, management will have to attempt to raise funds by way of debt or equity issuances, which
may not be possible on acceptable terms, in a timely manner or at all, or attempt to take further measures
to improve profitability. These conditions indicate the existence of a material uncertainty that may cast
significant doubt about the Company’s ability to continue as a going concern. Refer to “Going Concern”.

OPERATIONAL AND FINANCING UPDATE

The Company is proactively working with its manufacturing partners to improve production and minimize
further disruptions. As part of our new profitability improvement program and to mitigate the headwinds
that the Company continues to face, CEBI intends to focus on conserving cash and improving near-term
profitability through streamlining its current product lines, lowering unit costs and better positioning the
Company to meet delivery schedules for its current products. The Company launched new smartwatch
products and obtained factored financing facilities and a working capital loan to meet cash requirements.

Debenture notes (formerly “Convertible debenture notes”)

On November 12, 2021 and May 26, 2022 the Company entered into convertible debenture notes with an
aggregate principal amount of $4,000,000 and $1,000,000 respectively subject to delayed draws to address
the Company’s working capital needs. The convertible notes bore an interest rate of 15.0% per annum on
outstanding principal amounts, payable on the first and second anniversary of the issue date, unless earlier
redeemed or converted. The convertible notes were senior secured obligations of the Company and mature
on the second anniversary of the issue date. The convertible debentures were issued in tranches as follows:
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Tranche Issue Date Maturity Date Amount Drawn Liability value  Equity value

$ $ $
Tranche 1 Nov. 12, 2021 Nov. 30, 2023 1,000,000 964,454 35,545
Tranche 2 Dec. 14, 2021 Nov. 30, 2023 1,000,000 966,933 33,067
Tranche 3 Jan. 25, 2022 Nov. 30, 2023 1,000,000 964,150 35,851
Tranche 4 Feb. 22,2022 Nov. 30, 2023 1,000,000 961,561 38,439
Tranche 5 May 26, 2022 May 26, 2024 1,000,000 938,664 61,336
Total 5,000,000 4,795,762 204,238

Prior to maturity, the convertible debenture notes were convertible into common shares of the Company,
at the option of the holders, at a conversion price per share of $1.50. The convertible notes were not
redeemable by the Company prior to the first anniversary of the issue date. The Company issued 2,000,000
and 500,000 warrants (500,000 per tranche) as part of the financing. Each warrant was exercisable at $1.00
per common share for a period of 24 months from issuance dates of November 12, 2021, and May 26,
2022, respectively. The fair value of each issuance of warrants were $355,760 and $21,206 respectively,
determined using a Black-Scholes-Merton model. Further, $243,528 and $19,905 of transaction costs were
recorded at the funding date respectively. The fair value of the warrants and the transaction costs were
recorded pro-rata on a net basis to the liability and equity components of the convertible notes.

OnJanuary 13, 2023, the Company and the holders of the convertible debenture notes amended the terms
of the instruments in order to remove the holders’ right to convert into shares, to remove the option of the
holders to request that interest be payable in common shares, and to extend the maturity date of all
tranches to April 30, 2024 (collectively, the “Debenture notes”). The amended terms represented a
substantial modification and the convertible debenture notes were extinguished resulting in a loss of $
34,266. The Debenture notes with a principal value of $5,000,000 were initially recorded at fair value of
$4,565,673 on the date of the amended agreement and are thereafter measured at amortized cost.

On June 30, 2023, the company calculated the fair value of Debenture notes with an effective interest rate
of 25% and a maturity date of April 30, 2024. The fair value amount calculated was $4,669,551.

On May 25, 2023, the Company failed to make its contractual interest payment on tranche 5 of the
Debenture notes, which is considered an event of default under the terms of the agreement for tranche 5.
As at the date of this filing the lender has not exercised any of its rights under the terms of the agreement.

Vesta Loan Facility

On June 20, 2022, the Company entered a binding term sheet with the Vesta Fund for a loan agreement
(the “Vesta Loan Facility”) to fund working capital and for other general corporate purposes, including the
purchase of inventory, shipping costs and duty expenses. The term sheet represents a fully executed
agreement and reflects all material terms and conditions with respect to the lending transaction and is
binding between both parties. The Vesta Loan Facility is for up to a maximum of US$2,000,000 (CADS
2,598,800) at an effective annual interest rate of 18.0% payable monthly based on the total drawn amount
of the Vesta Loan Facility. There is no standby fee or interest due on undrawn amounts. The Vesta Loan
Facility was drawn in three tranches as noted below.
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Tranche Issue Date Amount

$USD
Tranche 1 July 15, 2022 500,000
Tranche 2 August 15, 2022 500,000
Tranche 3 October 4, 2022 1,000,000
Total 2,000,000

The Vesta Loan Facility matured, and all principal and accrued interest were payable on the date which was
12 months following the date of the funding and was callable at any time by the lender with 30 days written
notice at the lender’s full discretion. The Vesta Loan Facility was a senior secured obligation of the
Company, and the Vesta Fund will be provided with security ranking pari passu with the holders of the
Debenture notes (formerly the “Convertible debenture notes”).

The availability of the Vesta Loan Facility is subject to there being no material changes within the business
or operations of the borrower during the funding period. The Company must inform the lender within five
(5) business days in writing of any material changes in the Company and this may result in the termination
of the Vesta Loan Facility and the Company’s ability to access any undrawn amounts. Termination of the
Vesta Loan Facility would force full repayment within 30 days of any drawn amounts plus accrued interest.

On January 13, 2023, the Company amended the terms of the US$2,000,000 Vesta Loan Facility with the
Vesta Fund. As a result of the amendment, the Vesta Loan Facility is payable on demand after 60 days prior
written notice with no maturity date, interest is payable semi-annually in arrears, and the security of the
Vesta Loan Facility will rank pari passu with the Debenture notes.

As consideration for the amendment of the terms, the Vesta Fund received 2,000,000 common share
purchase warrants with each warrant having an exercise price of $0.10 per common share in the capital of
the Company and being exercisable on or before two years after the date of issuance of the warrants.
As the loans are payable on demand within 60 days the Company has determined that the fair value of the
debt approximates its book value as on June 30, 2023.

Choco Facility

On May 24, 2022, the Company entered into an agreement for the sale of US$2,475,000 (CADS$3,174,435)
of future receivables for net proceeds of up to US$2,250,000 (CADS2,885,850) (the “Choco Facility”). This
is a financing agreement based on future receivables where the retrieval percentage represents the
deferred financing cost.

The funds committed under the Choco Facility will be drawn in three tranches with an initial tranche of
USS$1,250,000 (CADS 1,693,162) of proceeds available to the Company on close for future receivables of
USS$1,375,000 on June 22, 2022. The initial tranche is to be repaid over eight months with a retrieval
percentage of 15.6%, subject to maximum payments of US$154,688 per month for the first four months
and US$252,083 per month for the remaining four months.

On August 26, 2022, the second tranche of US$500,000 (CADS677,265) was funded. The second tranche
provides for proceeds of US$500,000 for future receivables of US$550,000. This tranche is to be repaid over
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eight months with a retrieval percentage of 6.3% and maximum payments of US$61,875 per month for the
first four months and US$100,833 per month for the remaining four months.

On October 31, 2022, the third tranche of US$500,000 (CAD$677,265) was funded. The third tranche
provides for proceeds of US$500,000 for future receivables of USS$550,000. The third tranche is to be repaid
over eight months with a retrieval percentage of 6.3% and maximum payments of US$61,875 per month
for the first four months and US$100,833 per month for the remaining four months.

Considering the short-term nature of this debt, the Company has determined that the fair value of the debt
approximates its book value as on June 30, 2023.

The Company is not compliant with the minimum repayment terms of the Choco Facility and has triggered
an event of default on its Debenture notes (described above), both of which constitute an event of default
under the terms of the Choco Facility agreement. The lender has not provided a waiver for the events of
default and, as at the date of this filing, the lender has not exercised any of its rights under the terms of the
agreement.

Vesta Revolving Credit Facility

On December 13, 2022, the Company entered into a credit facility agreement of $12,000,000 to be
advanced in stages based on eligible customer purchase orders (the “Vesta Revolving Credit Facility”). The
contract has an interest rate of 1% of all outstanding amounts per month. The closing fee was $10,000 and
servicing fee is $1,000 per month. The Vesta Revolving Credit Facility has an initial term of two (2) years
and is advanceable in either USD or CAD. As at June 30, 2023, the outstanding balance of Vesta Revolving
Credit Facility was $2,883,371. (CADS 32,573 and USS 2,168,731).

Considering the short-term nature of this debt, the Company has determined that the fair value of the debt
approximates its book value as on June 30, 2023.

Founders’ notes

The Founder’s notes were originally received in three tranches during the fiscal years 2021 & 2022, the
details of which can be found in the table below:

Issue Date Tranche Principal Interest
August 31, 2020 Tranche 1 187,500 4.5% per annum
October 26, 2020 Tranche 1 663,284 4.5% per annum
November 23, 2020 Tranche 1 24,000 4.5% per annum
December 30, 2020 Tranche 2 300,000 4.5% per annum
March 9, 2020 Tranche 3 425,486 4.5% per annum
Total 1,600,270

The Founders' notes of tranche 1, with a principal value of $874,784 have matured. Out of the total amount,
$480,935 was extended for a further two (2) years, while the remaining amount of $393,849 was neither
extended nor repaid. The extended tranche 1 notes were measured at fair value at the date of renewal
resulting in a credit to equity of $216,195.
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The tranche 2 Founders’ notes, with a principal value of $300,000, have matured. Out of the total amount,
$132,868 was extended for a further two (2) years, while the remaining amount of $167,131 was neither
extended nor repaid. The extended tranche 2 notes were measured at fair value at the date of renewal
resulting in a credit to equity of $60,924.

The tranche 3 Founders’ notes, with a principal value of $425,486, have matured during the year. Out of
the total amount, $201,597 was extended for a further two (2) years, while the remaining amount of
$223,907 was extended but not repaid. The extended tranche 2 notes were measured at fair value at the
date of renewal resulting in a credit to equity of $101,018.

The Founders' notes bear interest at a rate of 4.5%. The principal of tranches 1 and 2 are convertible at a
fixed conversion price of $3.75 cents. The Founders’ notes were issued by EBN, and on June 27, 2023, were
deconsolidated (Note 2 of the Financial Statements).

Kang-Shuo

Effective June 22, 2022, EBN had entered a letter of intent (the “Kang-Shuo LOI”) with Beijing KangShuo
Information Technology Co., Ltd. (“Kang-Shuo”) regarding a proposed Wearables Development and Sales
Agreement (the “Definitive Kang-Shuo Agreement”) between EBN and Kang-Shuo with respect to
smartwatch and wearables engineering, design and manufacturing. The Kang-Shuo LOI contemplated that,
among other things, pursuant to the Definitive Kang-Shuo Agreement, EBN nominated Kang-Shuo as its
exclusive sourcing and manufacturing agent to cooperate in the development and production of the full
existing and future wearables to EBN under certain wearables licenses for Motorola and LifeQ. Under the
Definitive Kang-Shuo Agreement, EBN granted Kang-Shuo exclusive selling rights for certain regions for the
Motorola and LifeQ product sales. In addition, EBN granted Kang-Shuo and its affiliates the exclusive first
right of refusal for all current and future models of wearables products.

The Company had started manufacturing with Kang-Shuo and placed the first purchase order in September
2022 which was delivered in January 2023.

CASH FLOWS

June 30, 2023 June 30, 2022

Cash flow from (used) in:

Operating activities (666,550) (1,685,365)

Investing activities (164,275) -

Financing activities 252,640 1,801,195

Effect of change in foreign exchange rates on cash 2,178 4,431
Net increase (decrease) in cash (576,007) 120,261

Cash, beginning of period 576,007 715,796
Cash, end of period - 836,057
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Operating Activities

During Q1 2024, the cash used in operating activities was approximately $0.66 million, compared to
approximately $1.69 million during Q1 2023. The change in cash flow used in operating activities in the
comparative year was primarily due to the changes in non-cash working capital, being the reduction in
inventory and accounts receivable as compared to previous year.

Investing Activities

During Q1 2024, the cash used in investing activities was approximately $0.16 million which relates to cash
balance of EBN deconsolidated due to bankruptcy.

Financing Activities

During Q1 2024, cash from financing activities was approximately $0.25 million, compared to
approximately $1.80 million for Q1 2023. A lower cash burn rate for Q1 2024, as the Company restructured
its business, reduced financing activities. During this period the business operated with a lower working
capital balance and reduced operating costs as compared to the prior period. The proceeds received were
drawn from the Vesta Revolving Credit Facility.

COMMITMENTS

As at June 30, 2023, future minimum payments committed under non-cancellable agreements were as

follows:

Less than 1 year 1-3 years Total
Committed purchase orders 142,884 - 142,884
Total 142,884 - 142,884

OUTSTANDING SHARE DATA

The following equity or voting securities, and securities are convertible into, or exercisable or exchangeable
for, voting or equity securities, of CEBI are outstanding as follows:

As at June 30, 2023 As at August 24, 2023
Common shares 25,290,187 25,290,187
5,378,549 warrants to purchase one 4,707,625 warrants to purchase one
Warrants
Common Share each Common Share each
Obtions 824,947 options to purchase one 824,947 options to purchase one
P Common Share each Common Share each

OFF BALANCE SHEET ARRANGEMENTS

As of this reporting period, the Company has not entered into any off-balance sheet arrangements.
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RELATED PARTY TRANSACTIONS

The amounts due to related parties include amounts due to shareholders, directors and a company
controlled by directors and are non-interest bearing, unsecured and have no fixed terms of repayment.

At June 30, 2023, accounts payable and accrued liabilities includes $209,203 of amounts owed to directors
and officers of the Company (March 31, 2023 — $91,591).

In addition, the Debenture notes, Vesta Loan Facility and Vesta Revolving Credit Facility (see Note 6 of the
Q1 FY24 Financial Statements) each constitute a related party transaction for the purposes of Multilateral
Instrument 61-101 — Protection of Minority Security Holders in Special Transactions (“MI 61-101"), as each
transaction involves the Company borrowing money from an entity (the “Vesta Fund”), over which Vesta
Wealth Partners Ltd. (“Vesta”), a “related party” within the meaning of Ml 61-101 of the Company,
exercises certain discretionary control. The aggregate amount of these related party transactions equal
$10,254,717 and are measured at the amount of funds borrowed between the parties.

FINANCIAL INSTRUMENTS AND OTHER INSTRUMENTS

The Company classifies all financial instruments as financial assets, financial liabilities or equity instruments
at fair value through profit and loss or at amortized cost (“Amortized Cost”). The Company has classified
Cash, Accounts receivable and Prepaid expense and deposits as financial assets carried at Amortized Cost.
The Company has classified Accounts payable and accrued liabilities, Due to related parties, and Long-term
Debt as financial liabilities carried at Amortized Cost.

FINANCIAL RISK MANAGEMENT

The Company’s operations expose it to credit risk, liquidity risk and market risk which are all financial risks
that arise as a result of its operating and financing activities. The Company employs risk management
strategies and policies to ensure that any exposure to risk is in compliance with the Company’s business
objectives and risk tolerance levels. While the Company’s Board of Directors has the overall responsibility
for the establishment and oversight of the Company’s risk management framework, management has the
responsibility to administer and monitor these risks.

Credit Risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument
fails to meet its contractual obligations.

The company has no Cash or Accounts receivable as at June 30, 2023.

Liquidity risk

Liquidity risk includes the risk that, as a result of the Company’s operational liquidity requirements: (a) the
Company will not have sufficient funds to settle a transaction on the due date; (b) the Company will be
forced to sell financial assets at a value which is less than the fair value; or, (c) the Company may be unable
to settle or recover a financial asset at all. As discussed in the Basis of presentation — Going concern note
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above, certain debt obligations of the Company have been classified as current on the statement of
financial position. The Company will require additional funding to reduce its exposure to liquidity risk (see
note 2 of the Q1 FY24 Financial Statements).

The Company is currently looking for financing options to meet its maturing profile of liabilities. The
Company closely monitors its cash and manages liquidity risk by reducing spending, and raising funds as
required via equity or debt financing. It cannot be said with certainty whether the company will be able to
manage its liquidity requirements successfully in the near future.

The following table outlines the maturities of the Company’s liabilities:

Contractual maturities of Less than 1 year 1-3 years Total
financial liabilities

Accounts payable and accrued liabilities 2,104,059 - 2,104,059
Long-term debt ¥ 11,989,692 - 11,989,692
As at June 30, 2023 14,093,751 - 14,093,751

(1) Presented as the undiscounted contractual amount of long-term debt instruments gross of deferred financing fees.

Market risk

Market risk is the risk that changes in market prices, such as interest rates and foreign currency exchange
rates, will affect the fair value of financial instruments. The objective of the Company is to manage and
mitigate market risk exposures within acceptable limits, while maximizing returns.

Interest rate risk

Interest rate risk is a market risk that future cash flows will fluctuate as a result of changes in market interest
rates. The Company is exposed to interest rate risk on the long-term debt that bears interest at variable
rates of interest. A 1% increase in the interest rate would have a $29,974 decrease on the net income and
accumulated deficit of the Company for the three months ended June 30, 2023 (June 30, 2022 increase of
$55,461 to the net loss).

Foreign exchange risk

The Company conducts certain transactions denominated in currencies other than Canadian dollars which
is the presentation currency of the Company. Foreign currency transactions are exposed to currency risk
due to fluctuations in foreign exchange rates. While the Company may employ the use of various financial
instruments in the future to manage these price exposures, the Company is not currently using any such
instruments and there can be no assurances that such financial instruments would mitigate this foreign
exchange risk. An aggregate of 1% increase in the exchange rates would have a $77,193 impact on the
comprehensive loss and accumulated deficit of the Company for the three months ended June 30, 2023
(June 30, 2022 - $15,200).
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SUBSEQUENT EVENTS

The Company has performed an evaluation of events that have occurred subsequent to June 30, 2023, and
through August 24, 2023, the date of the filing of this report. There have been no material subsequent
events that occurred during such period that would require disclosure in this report or would be required
to be recognized in the financial statements as of June 30, 2023.

OTHER RISK FACTORS

Planned operations will expose the Company to a variety of financial risks that arise as a result of its
operating and financing activities:

J Requirement for Additional Financing: Upon completion the bankruptcy process for EBN, the
Company will require additional funds by way of debt or equity financings to continue its operating,
investing, and financing activities in the foreseeable future. There can be no assurance as to whether the
Company will be able to achieve profitable operations, that debt or equity financing will be available or
sufficient to meet the requirements of the Company or, if debt or equity financing is available, that it will
be available on terms acceptable to the Company or at all. The inability of the Company to achieve
profitable operations or to access debt or equity financing for its operations could have a material adverse
effect on the financial condition, results of operations, or prospects of the Company. These conditions
create a material uncertainty which may cast significant doubt on the ability of the Company to continue
as a going concern.

J COVID-19: On January 30, 2020, the World Health Organization declared the coronavirus outbreak
(COVID-19) a “Public Health Emergency of International Concern” and on March 11, 2020, declared COVID-
19 a pandemic. The operations of the Company have been negatively impacted by the regional and global
outbreak of COVID-19, and the continued length of time of this impact is unknown. Any quarantines, supply
chain and labor shortages or other disruptions to the operations of the Company, or those of its customers,
could adversely impact the business, operations, and financial condition of the Company.

As conditions surrounding the pandemic continue to evolve, the Company may in the future experience
unexpected negative impacts from the COVID-19 pandemic. Such impacts could include, with respect to its
operations, its suppliers’ operations and its customers’ operations, forced closures, mandated social
distancing, isolation, quarantines, impacts of declared states of emergency, public health emergency and
similar declarations and could include other increased government regulations, a material reduction in
demand for the products of the Company , reduced sales, higher costs for new capital, licensing delays,
increased operating expenses, delayed performance of contractual obligations, product shipping delays,
and potential supply and staff shortages, all of which would be expected to negatively impact the business,
financial condition and results of operations of the Company and its ability to satisfy its obligations. The
risks to the Company of such public health crises also include risks to employee health and safety and a
slowdown or temporary suspension of operations in the facilities of the Company or a supplier. Should an
employee or visitor in any of the facilities of the Company or the facilities of a supplier become infected
with a serious illness that has the potential to spread rapidly, this could place the workforce of the Company
at risk.
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Additional cybersecurity risks also exist due to personnel working remotely. In addition, the COVID-19
pandemic has created a dramatic slowdown in the global economy generally, and thus demand for products
with potential applications for the technology of the Company may decline. The duration of the COVID-19
outbreaks and the resultant travel restrictions, social distancing, government response actions, business
closures and business disruptions, can all have an impact on the operations of the Company and its access
to capital. There can be no assurance that the Company will not be impacted by adverse consequences that
may be brought about by the COVID-19 pandemic on global financial markets which may reduce share
prices and financial liquidity and thereby severely limit the capital available to the Company.

o Additional financing needs: The Company will require additional funds to continue operations. The
Company has limited financial resources, and there is no assurance that additional funding will be available
to the Company to carry out the completion of all proposed activities. Although the Company has been
successful in the past in obtaining financing through the sale of equity and debt securities, there can be no
assurance that the Company will be able to obtain adequate financing in the future or that the terms of
such financing will be favorable if available at all or, if available, that any such financing will be on acceptable
terms. Failure to obtain such additional financing could result in the curtailment of operations, liquidation
of assets, seeking additional capital on less favorable terms, the Company having to file for bankruptcy, or
undertaking remedial measures such as a restructuring or insolvency proceeding. These conditions indicate
the existence of a material uncertainty that may cast significant doubt about the ability of the Company to
continue as a going concern. Failure by the Company to raise additional financing could materially adversely
affect the business, operations, and financial condition and prospects of the Company. Refer to “Going
Concern”.

o Indebtedness: The Company is at risk of not being able to settle its debt obligations and the
Company may not be able to extend, replace or refinance its existing debt obligations on terms reasonably
acceptable to the Company, or at all. If liquidity is needed, the Company may not be able to access other
external financial resources sufficient to enable it to repay its debt obligations when due. Failure to pay
debt obligations when due may cause the lenders of the Company to take certain actions and the Company
may be required to cease operations, close down, sell or otherwise dispose of all or part of the business of
the subsidiaries of the Company, any of which would have a material adverse impact on the business and
financial condition of the Company.

J Economic conditions: The Company has global operations and sales and, as such, has exposure to
global credit and financial factors on consumers in its areas of operations. General economic conditions,
including the possibility of a recession, may result in reduced consumer and government spending and may
have an impact on the financial results of the Company.

o History of operating losses: The Company had an accumulated deficit through March 31, 2023.
The deficit may increase in the near term, as the Company continues its product development, establishes
sales channels for its new products and business expansion.

J History of negative cash flow: The Company has a history of negative cash flow, including negative
cash flow from operating activities. The Company cannot guarantee that it will become cash-flow positive

Page 26 of 37



or profitable. Negative cash flow or the failure to become profitable in any future fiscal period could result
in an adverse material change to the Company.

J Product defects: The Company relies on third party manufacturing and from time to time there
may be product defects caused by the manufacturing process, assembly, or engineering. Product defects
can cause significant risk.

J Tariffs: The Company relies heavily on manufacturing in China but at times may use factories in,
Vietnam, Taiwan, or Malaysia, and such products may be subject to changing tariffs applied by selling
countries to the countries of origin with little or no warning. This can affect product margins and
competitiveness of sales with local manufacturers.

o Seasonality: The Company believes its transaction-based revenues will begin to represent an
increasing proportion of its overall revenue mix over time and expects seasonality of its quarterly results
to vary. The Company may experience seasonal fluctuations for a variety of reasons, many of which are
outside the control of the Company. The earnings volatility associated with seasonality may affect the
ability of the Company to access capital and could have a material adverse impact on the liquidity of the
Company.

J Supply chain: The Company relies on major components to be manufactured on an original
equipment manufacturer (“OEM”) basis. Reliance on OEMs, as well as industry supply conditions generally
involves several risks, including the possibility of defective products, a shortage of components and delays
in delivery schedules, and increases in component costs. The Company has single-sourced manufacturer
relationships, if these sources are unable or unwilling to manufacture its products in a timely and reliable
manner, the Company could experience temporary distribution interruptions, delays, or inefficiencies,
adversely affecting its results of operations. Even where alternative OEMs are available, qualification of the
alternative manufacturers and establishment of reliable suppliers could result in delays affecting operating
results adversely. Supply shortages and inventory constraints can occur at times because of production
difficulties, unanticipated demand or delivery delays and may have a short-term adverse material effect on
the results of operations and subsequent financial condition of the Company. The COVID-19 pandemic has
had far-reaching impacts on the manufacturing and production of consumer electronics in Asia. Further,
increased U.S. and China tensions over Taiwan could materially impact the ability of the Company to
manufacture products in China or Taiwan or rely on OEM'’s located in China or Taiwan for supply chain
components. For the Company, this has resulted in lower volumes of inventory being available for sale and
associated delays in new product launches. Recently, the Company has also experienced increases in
production, labor, and shipping costs. The continuation or worsening of such conditions could adversely
impact the revenues, ability to provide products and services, and operating results of the Company.

o International sales: There can be no assurances that the Company will be able to grow its
international business in markets such as Asia, South America, and Eastern Europe. Demand for
international sales in Asia, South America, and Eastern Europe may not grow as expected or at all, and there
is no assurance that the Company will succeed in expanding into new markets.

o New market risk: The ability of the Company to successfully enter new markets is subject to
uncertainties, there are no guarantees that it can establish new distribution channels or continue to
develop new strategic partnerships.
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J Profitability and growth: There can be no assurance that the business and growth strategy of the
Company will enable the Company to be profitable. The future operating results of the Company will
depend on a number of factors, including marketing, product development, customer service and response
to changing markets. There can be no assurance that the Company will be able to effectively manage its
growth, and any failure to do so could have a material adverse effect on the business, operations, and
financial condition of the Company.

J Third party licenses: The Company relies on licenses from third parties. There can be no assurance
that these third-party licenses will continue to be available to the Company on commercially reasonable
terms or that these licenses will be assigned to CEBI from EBN by the bankruptcy. The loss of, or inability to
maintain, any of these licenses, may result in delays or reductions in products, which could materially
adversely affect the business, operations, and financial condition of the Company.

J Sales and marketing expenditures: The future growth and profitability of the Company will be
dependent in part on the effectiveness and efficiency of the sales and marketing expenditures of the
Company. There can be no assurance that the Company will experience benefits from sales and marketing
expenditure in the future. In addition, no assurance can be given that the planned sales and marketing
expenditures of the Company will result in increased sales, will generate sufficient levels of product and
service awareness or that the Company will be able to manage such sales and marketing expenditures on
a cost-effective basis.

o Product liability: The Company may be exposed to product liability claims in the use of its products.
Although it takes precautions, there can be no assurance that the Company will avoid significant product
liability exposure.

J Product development: The market for the products of the Company is characterized by rapidly
changing technology, evolving industry standards, and customer requirements. The introduction of
products embodying new technology and the emergence of new industry standards can render the existing
technological solutions of the Company obsolete or unmarketable and can exert price pressures on existing
solutions. It is critical to the success of the Company to be able to anticipate and react quickly to changes
in technology or in industry standards and continue to be able to successfully develop and introduce new,
enhanced, and competitive products on a timely basis. Any new products or solutions could require long
technical development and testing periods. This process can be unpredictable, meaning products and
solutions may not be introduced in a timely manner or may not achieve the broad market acceptance
necessary to generate significant revenues.

J Rapid technological developments: The precise segment of the market that is targeted by the
Company is characterized by rapid technological change, evolving industry standards, frequent new
product introductions, and short product life cycles. To keep pace with the technological developments,
achieve product acceptance and remain relevant to users, the Company will need to continue developing
new and upgraded functionality of its products and services. The Company will need to adapt to new
business environments, competing technologies and products developed by its competitors. The process
of developing new technology is complex and uncertain. To the extent the Company is not able to adapt to
new technologies or standards, or both, experiences delays in implementing adaptive measures or fails to
accurately predict emerging technological trends and the changing needs of end-users, the Company may
lose clients or fail to secure new clients. There can be no assurances that the Company will continue to
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develop products and services incorporating advanced technologies and there can be no assurances that
the products and services that the Company develops will experience market success considering changing
consumer expectations and future market demand. The development and application of new technologies
involves time, substantial costs, and risks. There can be no certainty that the Company will be able to
develop new products, services, and technologies to keep up to date with developments and to launch
such products, services, or technologies in a timely manner or at all. There can be no certainty that such
products will be popular with users or that such products or new technologies will be reliable, robust, and
not susceptible to failure. Any of these factors could result in an adverse material change to the Company.

o Scaling the sales and marketing team: The ability of the Company to achieve significant growth in
future revenue will largely depend upon the effectiveness of its sales and marketing efforts, both
domestically and internationally. The Company has invested and intends to continue to invest in expanding
its sales force but there is no assurance that the intended expansion will occur or will be successful.

o Key employees: The success of the Company is largely dependent on the performance of its key
directors, officers, and employees. The failure to retain key directors, officers, and employees and to attract
and retain additional key employees with the necessary skills could have a material adverse impact upon
the growth and profitability of the Company. There can be no assurance that the Company will be successful
in attracting and retaining such personnel and the departure of any of its directors or executive officers
could have a material adverse effect on the business, operations, and financial condition of the Company .

o IP rights: The commercial success of the Company is reliant on the ability to develop new or
improved technologies, manufacture products, and to successfully obtain patents or other proprietary or
statutory protection for these technologies and products in Canada and other jurisdictions. There can be
no assurances that the Company will be able to seek patents for concepts, components, protocols, and
other inventions that the Company considers having commercial value and there can be no assurances that
such patents will give the Company a technological advantage. The Company owns licenses to an array of
patented and patent pending technologies relating to air purifiers in Canada and overseas and there can
be no assurances that these licenses will be renewed. The Company may not be able to devote significant
resources necessary to protect its proprietary technology and the Company may not be able to develop
technology that is patentable, patents may not be issued in connection with our pending applications, and
the patented claims allowed may not be sufficient to provide the Company with exclusive protection for its
technology. Furthermore, any patents or licenses to patents issued to the Company could be challenged,
invalidated, or circumvented and may not provide proprietary protection or a competitive advantage to
the Company. Prosecution and protection of the intellectual property rights sought can be costly and
uncertain, often involve complex legal and factual issues and consume significant time and resources. The
laws of certain countries may not protect intellectual property rights to the same extent as the laws of
Canada or the United States.

o Cybersecurity: Increasingly, companies are subject to a wide variety of attacks on their networks
and systems on an ongoing basis. In addition to traditional computer “hackers”, malicious code (such as
viruses and worms), employee theft or misuse, and denial-of-service attacks, sophisticated nation-state
and nation-state supported actors now engage in cybersecurity attacks (including advanced persistent
threat intrusions). Despite significant efforts to create security barriers to such threats, it is virtually
impossible for the Company to entirely mitigate these risks. The security measures the Company has
integrated into its internal network and platform, which are designed to detect unauthorized activity and
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prevent or minimize security breaches, may not function as expected or may not be sufficient to protect its
internal networks and platform against certain attacks. In addition, techniques used to sabotage or to
obtain unauthorized access to networks in which data is stored or through which data is transmitted change
frequently and generally are not recognized until launched against a target. As a result, the Company may
be unable to anticipate these techniques or implement adequate preventative measures to prevent an
electronic intrusion into its networks. If a breach of customer data security were to occur, as a result of
third-party action, employee error, malfeasance or others, and the confidentiality, integrity or availability
of the customers’ data was disrupted, the Company could incur significant liability to its customers and to
individuals or business whose information was being stored by its customers, and its products may be
perceived as less desirable, which could negatively affect the business of the Company and damage its
reputation. Security breaches impacting the products of the Company could result in a risk of loss or
unauthorized disclosure of customers’ information, which, in turn, could lead to litigation, governmental
audits and investigations, and possible liability. In addition, a network or security breach could damage the
relationships of the Company with its existing customers, resulting in the loss of customers, and have a
negative impact on its ability to attract and retain new customers. These breaches, or any perceived breach,
of the network of the Company, its customers’ networks, or other networks, whether or not any such
breach is due to a vulnerability in the products of the Company, may also undermine confidence in its
products and result in damage to its reputation, negative publicity, loss of customers and sales, increased
costs to remedy any problem, and costly litigation. Third parties may attempt to fraudulently induce
employees or customers into disclosing sensitive information such as user names, passwords or other
information, or otherwise compromise one or more of the security of the network, electronic systems, and
physical facilities of the Company in order to gain access to its data or its customers’ data, which could
result in significant legal and financial exposure, loss of confidence in the security of its products,
interruptions or malfunctions in its operations, and, ultimately, harm to its future business prospects and
revenue. The Company may be required to expend significant capital and financial resources to protect
against such threats or to alleviate problems caused by breaches in security.

J Competition: The Company is engaged in an industry that is highly competitive and rapidly
evolving. In order to retain and attract new customers and brand partnerships, the Company will need to
continue to execute its orders at competitive prices. The competitors of the Company will range from small
venture backed enterprises with limited resources to multinational technology companies with larger
customer bases. The multi-national technology companies will have more established name recognition
and substantially greater financial, marketing, technological and personnel resources than the Company
will have. These larger and better capitalized competitors may have access to capital in greater amounts
and at lower costs than the Company will have access to, and thus, may be better able to respond to
changes in the technology, consumer, and household goods markets. The competitors of the Company may
be able to acquire skilled professionals, fund internal growth, and offer products and services at lower
prices than the Company. As a result, the competitors of the Company may deliver new products and
solutions earlier, or provide more attractively priced, enhanced, or better-quality products than the
Company. To remain competitive, the Company will require a continued high level of investment in
research and development, marketing, sales, and client support. If the Company cannot compete against
existing and future competitors, its business, results of operations and financial condition could be
materially and adversely affected. The Company cannot assure us that it will be able to compete effectively
against existing and future competitors. In addition, competition or other competitive pressures may result
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in price reductions, reduced margins, or loss of market share, any of which could have a material adverse
effect on the business, operations, or financial condition of the Company.

J Inability to respond to customer demands: The new products provided by the competitors of the
Company may render the existing products of the Company less competitive. The success of the Company
will depend, in part, on the ability of the Company to respond to demands of customers for new products
on a timely and cost-effective basis and to address the increasingly sophisticated requirements and varied
needs of its customers and prospective customers. Further, the Company may not be successful in
marketing and introducing new products to its customers and brand partners. New product enhancements
may not achieve market acceptance. Any failure on the part of the Company to anticipate or respond
adequately to customer requirements or changing industry practices, or any significant delays in the
development, introduction or availability of new products or product enhancements could result in an
adverse material change to the Company.

o Reliance on contract manufacturers: The Company uses contract manufacturers to manufacture
its products and products under development and its reliance on contract manufacturers subjects it to
significant operational risks, many of which would impair its ability to deliver products to its customers
should they occur. Each of the contract manufacturers of the Company supplies a higher volume of
products to the larger competitors of the Company. The Company cannot provide assurances that its
contract manufacturers will continue to work with the Company, that they will continue to be able to
operate profitably, that they will be able to meet the manufacturing needs of the Company in a satisfactory
and timely manner or that it can obtain additional or alternative manufacturers when and if needed. The
availability of the contract manufacturers of the Company and the amount and timing of resources to be
devoted by them to the Company is not within the control of the Company , and the Company cannot
provide assurances that it will not encounter manufacturing problems that would materially harm its
business. Furthermore, the arrangements of the Company with contract manufacturers are subject to re-
negotiation.

J Absence of operating history as a public company: The management of the Company has limited
experience operating public companies. To operate effectively, the Company will be required to continue
to implement changes in certain aspects of its business. The Company will need to improve its information
systems and develop, manage, and train management level as well as other employees to comply with
ongoing public company requirements.

J Litigation risk: The Company may become party to one or more litigation, mediation, and
arbitration from time to time in the ordinary course of business which could adversely affect its business.
Many aspects of the business of the Company will require the Company to accept certain risks, including
risks that expose the Company to liability under the Law. These risks can include, among others, disputes
over trade terms with customers and other market participants, customer losses resulting from product
failure and poor customer service. Even if the Company prevails in any proceedings, the Company could
still incur significant legal expenses defending against the claims, even those without merit. Meritless claims
can cause damage to the reputation of the Company or raise concerns among its customers and existing
partnerships. As a result, the Company may feel compelled to settle claims, including those without merit,
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at a significant cost. The initiation of any proceedings against the Company could result in an adverse
material change to the Company.

J Transaction risk: Any future acquisitions may result in significant transaction expenses and may
present additional risks associated with entering new markets, offering new products, and integrating the
acquired companies. Historically, acquisitions have not been a core part of the growth strategy of the
Company; therefore, management does not have significant experience in successfully completing
acquisitions. The Company may not have sufficient management, financial and other resources to integrate
companies that the Company acquires or to successfully operate new businesses. Therefore, the Company
may be unable to profitably operate an expanded company. Additionally, any new business that the
Company may acquire, once integrated with the existing operations of the Company, may not produce
expected or intended results.

o Management of rapid growth: The business plan of the Company anticipates rapid growth, and
the Company will need to continue to attract, hire and retain highly skilled and motivated officers and
employees. It is possible that the Company may not be able to attract or retain the officers and employees
necessary to manage its growth effectively. Further, the growth of the Company depends in part on the
success of the strategic relationships of the Company with third parties, including relationships with
suppliers, developers, designers, referral sources, resellers, payment processors, programmers, and other
partners. The Company intends to pursue additional relationships with other third parties such as shipping
partners and technology providers. If there are any disagreements that cause the Company to lose access
to products or services from a particular supplier or lead the Company to experience a significant disruption
in the supply of products or services from a current supplier, especially a single-source supplier, it could
have an adverse effect on business and operating results.

o Security breaches: The computer infrastructure of the Company may potentially be vulnerable to
physical or electronic computer break-ins, viruses and similar disruptive problems and security breaches.
Any such problems or security breaches could give rise to liabilities to one or more third parties, including
the customers of the Company, and disrupt its operations. A party may be able to circumvent the security
measures of the Company and could misappropriate proprietary information or customer information. A
security breach or hack can jeopardize the confidential nature of information the Company transmits over
the internet, and it can cause interruptions in the operations of the Company. To the extent that the
activities of the Company involve the storage and transmission of proprietary information and personal
financial information, security breaches or other hackings could expose the Company to a risk of financial
loss, litigation, and other liabilities. The current insurance policies of the Company may not protect the
Company against such losses and liabilities. Any of these events, particularly if they result in a loss of
confidence in the products of the Company, could result in an adverse material change to the Company.
The Company stores personal and other information of their partners, customers, and employees. If the
security of this information is compromised or is otherwise accessed without authorization, the reputation
of the Company may be harmed and exposed to liability and loss of business.

J Introduction of products in a timely manner: The Company cannot provide assurance that it will
be able to enhance its current products or develop new products at competitive prices or in a timely
manner. The development and application of new technologies involves time, substantial costs, and risks.
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The inability of the Company, for technological or other reasons, to enhance, develop and introduce
products in a timely manner, or at all, in response to changing market conditions or customer requirements
could result in an adverse material change to the Company. As well, it could also result in products
becoming obsolete. Further, the ability of the Company to compete successfully will depend in large
measure on the ability to continue to conduct research and maintain a staff to adapt to technological
changes and advances in the industry. This will also include providing for the continued compatibility of the
products of the Company with evolving industry standards, protocols, and competitive network
environments.

o Tax implications: The Company is subject to income taxes in both Canada and numerous foreign
jurisdictions. In the ordinary course of business, there are many transactions and calculations where the
ultimate tax determination is uncertain. Although the Company believes their tax estimates are reasonable,
the final determination of any tax audits and litigation may be materially different from that which is
reflected in the historical income tax provisions and accruals. Further, if additional taxes are assessed as a
result of an audit or proceeding, such taxes could result in an adverse material change to the Company.
This will also have an impact on the overall financial condition of the Company.

J Credit risk: Credit risk is the risk of financial loss to the Company if a customer or counterparty to
a financial instrument fails to meet its contractual obligations and arises principally from the receivables of
the Company from customers. The exposure of the Company to credit risk is influenced by the individual
characteristics of each customer. Although the Company establishes an allowance for doubtful accounts
that represents its estimate of potential credit losses in respect of accounts receivables and historically has
not experienced any significant losses related to individual customers or groups of customers in any
particular geographical area, there is no assurance that the allowance for doubtful accounts will be
sufficient to cover credit losses in the future which could result in an adverse material change to the
Company .

o Foreign operations: The Company relies on international sales of its products in Asia and expects
to do so to a greater extent in the future as it continues to expand its business. There are a number of risks
inherent in the international activities of the Company, including unexpected changes in governmental
policies or project locations concerning the import and export of goods, services, and technology. Further,
there could be other regulatory requirements, tariffs and other trade barriers, costs, and risks of localizing
products for foreign languages, longer accounts receivable payment cycles, limits on repatriation of
earnings, the burdens of complying with a wide variety of foreign laws, and difficulties supervising and
managing local personnel. As such, the operations of the Company may be adversely affected by changes
in foreign government policies and legislation or social instability and other factors which are not within
the control of the Company , including, but not limited to, changes in regulatory requirements, economic
sanctions, spread of infectious diseases, pandemics, risk of terrorist activities, revolution, border disputes,
implementation of tariffs and other trade barriers and protectionist practices, volatility of financial markets,
labour disputes, and other risks arising out of foreign governmental sovereignty over the areas in which
the operations of the Company are conducted. The law of foreign jurisdictions will affect foreign trade,
taxation and investments which may result in an adverse material change to the Company. If the operations
of the Company are disrupted or the economic integrity of its contracts is threatened for unexpected
reasons, business may be harmed. In the event of a dispute arising in connection with the operations of
the Company in a foreign jurisdiction where the Company does conduct or will conduct its business, the
Company may be subject to the exclusive jurisdiction of foreign courts or may not be successful in
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subjecting foreign persons to the jurisdictions of the courts of Canada or enforcing Canadian judgments in
such other jurisdictions. the Company may also be hindered or prevented from enforcing its rights with
respect to a government instrument because of the doctrine of sovereign immunity. Accordingly, the
activities of the Company in foreign jurisdictions could be substantially affected by factors beyond their
control, any of which could result in an adverse material change for the Company. The Company believes
that its management and the proposed management of the Company are sufficiently experienced to reduce
these risks.

J Operational and financial infrastructure: The Company is subject to growth-related risks, capacity
constraints and pressure on its internal systems and controls. Also, control and monitoring of marketing
activities of the sales agents of the Company in other jurisdictions. The ability of the Company to manage
growth effectively will require it to continue to implement and improve its operational and financial
systems, and to successfully implement the continued expansion, training, and management of its
employee base. The Company intends to expand its employee base. This expansion may require the
Company to commit financial, operational, and technical resources in advance of an increase in the size of
the business, with no assurance that the volume of business will increase or that such initiatives to improve
and upgrade its systems and infrastructure will be successful. The inability to deal with this growth or any
failure in these initiatives could result in an adverse material change to the Company.

J Forecasts and Models: The Company relies upon forecasts and models because the approach to
customer forecasts requires data-intensive modeling used in conjunction with certain assumptions when
independently verifiable information is not available. Should underlying assumptions prove incorrect or an
embedded modeling error go undetected, it could result in incorrect estimates and thereby have a material
adverse impact on the business, operations, and financial condition of the Company.

o Estimates and Judgements: The Company makes accounting estimates and judgments in the
ordinary course of business. Such accounting estimates and judgments will affect the reported amounts of
the assets and liabilities of the Company as of the date of its financial statements and the reported amounts
of its operating results during the periods presented. Additionally, the Company interprets the accounting
rules in existence as at the date of its financial statements when the accounting rules are not specific to a
particular event or transaction. If the underlying estimates are ultimately proven to be incorrect, or if the
auditor of the Company or regulators subsequently interpret the application of accounting rules by the
Company differently, subsequent adjustments could have a material adverse effect on the operations of
the Company for the period or periods in which the change is identified. Additionally, subsequent
adjustments could require the Company to restate its historical financial statements. The occurrence of any
of the foregoing could result in a material adverse impact on the business, operations, and financial
condition of the Company.

o Internal controls: Internal controls over financial reporting are procedures designed to provide
reasonable assurance that transactions are properly authorized, recorded and reported and assets are
safeguarded against unauthorized or improper use. A control system, no matter how well designed and
operated, can provide only reasonable, and not absolute, assurance with respect to the reliability of
financial reporting and financial statement preparation. Any failure to develop or maintain effective
controls or any difficulties encountered in their implementation could harm the operations of the Company
or cause the Company to fail to meet its reporting obligations and may result in a restatement of its financial
statements for prior periods. Ineffective disclosure controls and procedures and internal control over
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financial reporting could also cause investors to lose confidence in the financial statements and other
information of the Company, which would likely have a negative effect on the trading price of the Common
Shares.

o Insurance risks: The Company expects to maintain property and casualty insurance on certain
assets. However, not all risks are covered by insurance and there is no assurance that insurance will be
consistently available on an economically feasible basis or at all. The Company may also elect not to insure
against certain liabilities due to high premium costs or for other reasons. Furthermore, although the
Company expects to maintain insurance against such claims and in such amounts it considers adequate,
there is no assurance that such insurance policies will be sufficient to cover each and every claim or loss
involving the Company. If the Company were to suffer an uninsured loss, its business, financial condition,
and results of operations could result in an adverse material change to the Company.

DISCLOSURE CONTROLS AND PROCEDURES

The Company’s DC&P, as defined in National Instrument 52-109 Certification of Disclosure in Issuer’s
Annual and Interim Filings (“NI 52-109”) are designed to provide reasonable assurance that information
required to be disclosed in the Company's filings under securities legislation is recorded, processed,
summarized and reported within the time periods specified in securities legislation. They are also designed
to provide reasonable assurance that all information required to be disclosed in these filings is accounted
for, accumulated and communicated to the Company’s senior management team including the Chief
Executive Officer ("CEQ") and Chief Financial Officer (“CFO”) as appropriate. This is meant to allow for
timely decisions regarding public disclosure.

The Company cannot provide absolute assurance that all information required to be disclosed in its filings
is reported within the time periods specified in securities legislation because of the limitations in control
systems to prevent or detect all misstatements due to error or fraud. Due to the material weaknesses
described below over the design of internal control over financial reporting our disclosure controls and
procedures would not be effectively designed.

INTERNAL CONTROLS OVER FINANCIAL REPORTING

Management is responsible for establishing and maintaining adequate internal controls over financial
reporting (“ICFR”), as defined under NI 52-109, to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial reports for external purposes in accordance with IFRS.

In designing such controls, it should be recognized that due to inherent limitations, any control, no matter
how well designed and operated, can provide only reasonable assurance of achieving the desired control
objectives and may not prevent or detect misstatements. Additionally, management is required to use
judgment in evaluating controls and procedures.

A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial
reporting, such that there is a reasonable possibility that a material misstatement of the Company’s annual
or interim financial statements will not be prevented or detected on a timely basis.
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Management's Evaluation of Internal Controls over Financial Reporting

The Company was aware of material weakness in the design of ICFR at March 31, 2023 as described below.
Management have concluded that the Company’s ICFR were not designed effectively as of March 31, 2023.
A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial
reporting, such that there is a reasonable possibility that a material misstatement of the Company’s annual
or interim financial statements will not be prevented or detected on a timely basis. Management identified
the following material weakness:

¢ An ineffective control environment resulting from an insufficient number of trained financial reporting
and accounting, information technology (IT) and operational personnel with the appropriate skills and
knowledge and with assigned responsibility and accountability related to the design, implementation and
operating effectiveness of internal control over financial reporting.

¢ The insufficient number of personnel described above contributed to an ineffective risk assessment
process necessary to identify all relevant risks of material misstatement and to evaluate the implications of
relevant risks on its internal control over financial reporting.

¢ An ineffective information and communication process resulting from (i) insufficient communication of
internal control information, including objectives and responsibilities, such as delegation of authority; and
(ii) ineffective general IT controls and ineffective controls related to spreadsheets, resulting in insufficient
controls to ensure the relevance, timeliness and quality of information used in control activities.

¢ As a consequence of the above and as a result of inadequate segregation of duties and secondary review,
the Company had ineffective control activities related to the design, implementation and operating
effectiveness of process level and financial reporting controls which had a pervasive impact on the
Company's internal control over financial reporting.

¢ An ineffective monitoring process resulting from the evaluation and communication of internal control
deficiencies, including monitoring corrective actions, not being performed in a timely manner

Remediation plan

The Company is developing and implementing plans to remediate the material weakness described above.
The remediation activities include:

e Finalizing a delegation of authority matrix to enforce desired limits of authority for key transactions,
events, and commitments, and communicating these limits of authority to relevant personnel
throughout the Company.

e Enhancing management’s review and oversight of the work performed by the Company’s
outsourced accounting service provider.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of the Financial Statements and application of IFRS require the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the
consolidated entity's accounting policies. The areas involving a higher degree of judgement or complexity,
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or areas where assumptions and estimates are significant to the audited Financial Statements, are disclosed
in the Fiscal 2023 Financial Statements.

ADDITIONAL INFORMATION

Additional information and documents relating to the Company and its operations, including the AIF, are
available on SEDAR at www.sedar.com and on the Company’s website at www.cebrands.ca.

Page 37 of 37



