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YANGAROO Inc.

Condensed Interim Statements of Financial Position (Unaudited)
(Expressed in US dollars)

As at
March 31 December 31
2022 2021
(see Note 3)
Assets
Current
Cash $ 783,159 $ 768,251
Accounts receivable 1,539,912 1,737,028
Prepaid and sundry assets 519,214 427,720
Contract assets 24,919 90,730
2,867,204 3,023,729
Non-current
Property and equipment (note 6) 606,210 682,066
Intangible assets (note 7) 1,468,697 1,403,582
Goodwill (note 8) 3,845,576 3,845,576
$ 8,787,687 $ 8,954,953
Liabilities
Current
Trade and other payables (note 9) $ 946,585 $ 851,026
Contract liabilities 124,072 68,000
Line of Credit (note 11) 349,294 -
Current portion of lease obligations (note 10) 247,015 275,522
Current portion of term loan facility (note 11) 2,353,106 420,215
Current portion of contingent consideration (note 5) 497,108 497,108
4,517,180 2,111,871
Non-current
Lease obligations (note 10) 200,013 255,063
Term loan facility (note 11) - 2,004,037
Contingent consideration (note 5) 1,616,780 1,616,780
6,333,973 5,987,751
Equity
Share capital (note 12) 27,628,683 27,554,260
Contributed surplus 6,159,063 6,149,388
Currency translation reserve 1,157,622 1,157,622
Deficit (32,491,654) (31,894,068)
2,453,714 2,967,202
$ 8,787,687 $ 8,954,953

Commitments and contingencies (note 18)
Approved by the Board of Directors

“Anthony Miller” “Phil Benson”
Director Director

See accompanying notes, which are an integral part of these condensed interim financial statements

1



YANGAROO Inc.

Condensed Interim Statements of Net (Loss) Income and Comprehensive (Loss) Income (Unaudited)
Three Months Ended March 31, 2022 and 2021
(Expressed in US dollars)

Three Months Ended March 31,
2021
2022  (see Note 3)

Revenue (note 15) $ 1,989,042 $ 1,232,315

Expenses

Salaries and consulting (notes 13, 16 & 17) 1,796,538 768,289

Marketing and promotion 77,001 6,218

General and administrative 204,881 47,929

Technology development 208,978 58,833

Depreciation of property and equipment and right of use assets and

amortization of intangible assets (note 6 & 7) 204,824 51,571
2,492,222 932,840

(Loss) income from operations (503,180) 299,475

Other (expenses) income

Interest income 19 583
Interest expense (52,598) (2,158)
Foreign exchange gain (loss) (41,816) (31,314)

(94,395) (32,889)
Net (loss) income before income tax (597,575) 266,587
Income tax expense (12) -
Net (loss) income $ (597,586) $ 266,587
Total comprehensive (loss) income $ (597,586) $ 266,587
Basic income per share (note 14) $ (0.01) $ 0.00
Diluted income per share (note 14) $ (0.01) $ 0.00

See accompanying notes, which are an integral part of these condensed interim financial statements
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YANGAROO Inc.

Condensed Interim Statements of Changes in Equity (Unaudited)
Three months ended March 31, 2022 and 2021
(Expressed in US dollars)

Foreign
Number of Share Shgr?;]té?isd Currency Deficit Total
Shares Capital pay Translation
reserve Reserve
Balance at December 31, 60,472,140  $27,520,839 $5,982,586  $ . $(31,840,138) $1,663,287
2020 (see Note 3) R e T R U
fg)are-based payments (note i ) 6,780 i i 6,780
Exercise of options (note 12) 27,000 5,665 (2,600) - - 3,065
Net loss for the year - - - - 266,587 266,587
Other comprehensive income - - - - - -
Total comprehensive income i ) ) i 266,587 266,587
for the year
Balance at March 31, 2021 60,499,140  $27,526,504 $5,986,766 $ - $(31,573,551) $1,939,719
Balance at December 31,
2021 60,697,140  $27,554,260 $6,149,388 $1,157,622 $(31,894,068) $2,967,202
fg)are-based payments (note i ) 38.509 i i 38,500
Exercise of options (note 12) 580,000 74,423 (28,834) - - 45,589
Exercise of RSUs (note 12) 1,010,000 - - - -
Net loss for the year - - - - (597,586) (597,586)
Other comprehensive income - - - - - -
Total comprehensive income i ) ) i (597,586) (597,586)
for the year
Balance at March 31, 2022 62,287,140  $27,628,683 $6,159,063 $1,157,622  $(32,491,654) $2,453,714

See accompanying notes, which are an integral part of these condensed interim financial statements
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YANGAROO Inc.

Condensed Interim Statements of Cash Flows (Unaudited)
Three months ended March 31, 2022 and 2021
(Expressed in US dollars)

Three Months Ended March 31

2021
2022 (see Note 3)
Cash flow (used in) from operating activities
Net (loss) income for the period $ (597,586) $ 266,587
Items not affecting cash:
Depreciation of property and equipment and amortization of
intangible assets (note 6 and 7) 204,824 51,935
Amortization of deferred financing costs 10,169 -
Expected credit loss (recovery) expense and write-off of account
receivables - (40,206)
Accrued severance payable - (206,173)
Share-based payments (note 13) 38,509 6,780
Changes in non-cash operating working capital:
Accounts receivable 197,116 358,221
Prepaid and sundry assets (91,494) (65,815)
Contract assets 65,811 (2,450)
Trade and other payables 95,585 60,252
Contract liabilities 56,072 142,079
Net cash (used in) from operating activities (20,994) 571,210
Cash flow used in investing activities
Acquisition of property and equipment (note 6) (33,724) (2,956)
Additions to product development assets (note 7) (160,361) (171,285)
Net cash used in investing activities (194,085) (174,241)
Cash flow from (used in) financing activities
Payment of lease obligations (note 10) (83,557) (33,562)
Proceeds from (repayment of) term loan (116,994) -
Exercise of options (note 12) 45,587 3,065
Proceeds from line of credit (note 11) 349,294 -
Net cash from (used in) financing activities 194,330 (30,497)
Net (decrease) increase in cash (20,749) 366,472
Effect of foreign exchange on cash 35,657 31,795
Cash and cash equivalents, beginning of period 768,251 1,461,870
Cash and cash equivalents, end of period $ 783,159 $ 1,860,137
Cash interest paid $ 52,609 $ 2,732

See accompanying notes, which are an integral part of these condensed interim financial statements
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YANGAROO Inc.

Notes to the Condensed Interim Financial Statements (Unaudited)
For the three ended March 31, 2022 and 2021
(Expressed in US dollars, unless otherwise noted)

1.

Nature of Operations

Yangaroo is a software company that is the provider of workflow management solutions within the
media and entertainment ecosystem. The Company's Digital Media Distribution System (DMDS)
platform is a patented cloud-based technology that provides customers with a fully integrated
workflow and broadcaster connected managed network for digital content delivery and related data
management across the advertising, music, and entertainment award show markets.

YANGAROQO Inc. is a publicly listed company incorporated on July 28, 1999 under the laws of
Ontario as Musicrypt.com Inc. and changed to its present name on July 17, 2007. YANGAROO
trades on the TSX Venture Exchange (TSX-V) under the symbol YOO and in the U.S. under
OTCPK: YOOIF.

The address of the Company’s corporate office and principal place of business is 67 Mowat
Avenue, Suite 535, Toronto, Ontario, M6K 3ES3.

Basis of Preparation
(a) Basis of compliance

These condensed interim financial statements were prepared using the same accounting policies
and methods as those used in the Company’s audited financial statements for the year ended
December 31, 2021. These condensed interim financial statements are in compliance with
International Accounting Standard (IAS) 34, Interim Financial Reporting. Accordingly, certain
information and footnote disclosure normally included in annual financial statements prepared in
accordance with International Financial Reporting Standards (IFRS), as issued by the International
Accounting Standards Board (IASB), have been omitted. The preparation of these unaudited
condensed interim financial statements in accordance with IAS 34 requires the use of certain critical
accounting estimates. It also requires management to exercise judgment in applying the Company's
accounting policies.

These condensed interim financial statements should be read in conjunction with the audited financial
statements for the year ended December 31, 2021.

These condensed interim financial statements were authorized for issue by the Board of Directors on
May 24, 2022.

(b) Basis of measurement

The condensed interim financial statements have been prepared on the historical cost basis except
certain financial instruments recorded at fair value through profit and loss. Where there are assets
and liabilities calculated on a different basis, this fact is disclosed in the relevant accounting policy.

The condensed interim financial statements are presented in US dollars, which is also the Company’s
functional currency.



YANGAROO Inc.

Notes to the Condensed Interim Financial Statements (Unaudited)
For the three ended March 31, 2022 and 2021
(Expressed in US dollars, unless otherwise noted)

2. Basis of Preparation (continued)

The preparation of these condensed interim financial statements in conformity with IFRS requires
management to make judgements, estimates and assumptions that affect the reported amounts and
the valuation of assets and liabilities and the disclosure of contingent assets and liabilities at the date
of these condensed interim financial statements and the reported amounts of revenues and
expenditures during the period reported.

The most significant judgements and estimates made by management in preparing the Company’s
condensed interim financial statements are described as follows:

(i)

(ii)

(i)

(iv)

v)

Share-based payments

Share-based payments which include stock options granted to employees, officers and
directors and warrants granted to agents and debenture holders, to the extent that they are
not measured at the fair value of the services received, are based on the fair value at the
date of the award. These share-based payments are valued using the Black-Scholes option
pricing model, which includes inputs that require management’s estimates and assumptions.

Revenue recognition

To the extent a contract includes multiple performance obligations, the Company applies
judgement to determine whether these performance obligations are capable of being distinct
and distinct in the context of the contract. If these criteria are not met the promised services
are accounted for as a combined performance obligation. Additionally, recognition of
revenue requires significant judgement to determine if revenue is recognized at a point in
time or over time.

Investment tax credits

The Company uses judgement to determine the reasonable assurance of collection and
estimates the valuation of investment tax credits to be accrued.

Collectability of accounts receivable

The Company applies the simplified method to measure loss allowance on accounts
receivable at an amount equal to the lifetime expected credit loss (“ECL”).

Leases

The Company uses judgement to determine the incremental borrowing rate used to calculate
the initial liability and corresponding asset. The incremental borrowing rate is the rate of
interest that a lessee would have to pay to borrow over a similar term, with a similar security,
the funds necessary to obtain an asset of a similar value to the right-of-use asset in a similar
economic environment.



YANGAROO Inc.

Notes to the Condensed Interim Financial Statements (Unaudited)
For the three ended March 31, 2022 and 2021
(Expressed in US dollars, unless otherwise noted)

2. Basis of Preparation (continued)
(vi) Capitalized development costs

The Company uses judgement to determine when internally generated development costs
are available for intended use and assess if expenditures meet the criteria for capitalization
under IAS 38.

(vii) Business combinations

On initial recognition, the assets and liabilities of the acquired business and consideration
paid for them are included in the statement of financial position at their fair value. In
measuring fair value, management uses estimates of future cash flows and discount rates.

(viii) Contingent consideration

The Company measures the contingent consideration payable in a business combination
at the estimated fair value at each reporting date. The fair value is estimated using a Black-
Scholes probability weighted approach, which includes inputs that require management’s
estimates and assumptions.

(ix) Going concern

Management has applied judgment in the assessment of the Company’s ability to continue
as a going concern when preparing its condensed interim financial statements for the three
months ended March 31, 2022. Management prepares the financial statements on a going
concern basis unless management either intends to liquidate the entity or to cease trading
or has no realistic alternative but to do so. In assessing whether the going concern
assumption is appropriate, management takes into account all available information about
the future, which is at least, but is not limited to, twelve months from the end of the reporting
period. In making this significant judgment, the Company has prepared income and cash
flow forecasts and has considered a wide range of factors relating to current and expected
profitability and sources of financing including its ability to renegotiate its term loan facility.
Subsequent to March 31, 2022, the Company is in the process of obtaining a waiver and
renegotiating the terms of the loan facility (see note 19). As a result of management’s
assessment, the Company believes that it has sufficient available liquidity to meet its
minimum obligations as they come due for a period of at least 12 months from March 31,
2022 and has assessed that there are no material uncertainties related to events or
conditions that may cast significant doubt upon the Company’s ability to continue as a
going concern.

3. Significant Accounting Policies

These condensed interim financial statements follow the same accounting policies and methods of
their application as the Company’s December 31, 2021 annual audited financial statements except
for the following:



YANGAROO Inc.

Notes to the Condensed Interim Financial Statements (Unaudited)
For the three ended March 31, 2022 and 2021
(Expressed in US dollars, unless otherwise noted)

3.

Significant Accounting Policies (continued)

Change in accounting policy - change in presentation currency

On January 1, 2022, the Company changed presentation currency from Canadian dollars (CAD) to
U.S. dollars (USD). The presentation currency of a Company is the currency in which the company
chooses to present its financial reports. The Company has changed its presentation currency for
financial reporting from CAD to USD in order to better align the presentation of the Company’s
financial position and financial performance with its operations, which are mainly in USD.

In order to derive USD comparatives for the condensed consolidated interim financial statements,
the Company has accounted for this change in presentation currency retrospectively which involves
translation of equity, assets, liabilities and revenue and expense as follows:

e Revenue and expenses for the three months ended March 31, 2021 - rate CAD$1 =
USD$0.790 average rates for the period, approximating actual exchange rates for the date
of the transactions;

e Statement of Financial Position as at December 31, 2021 — rate CAD$1 = US$0.789, being
the exchange rate of December 31, 2021; and

e Statements of Changes in Equity has been restated using historical rates, approximating the
date of transaction, rate CAD$1 = USD$0.637 to USD$1.03.

Capital Risk Management

The Company includes equity comprised of share capital, contributed surplus, and deficit, in the
definition of capital.

The Company’s primary objective with respect to its capital management is to ensure that it has
sufficient cash resources to further develop and market platform services, and to maintain its ongoing
operations. To secure the additional capital necessary to pursue these plans, the Company may
attempt to raise additional funds through the issuance of equity and warrants, debt or by securing
strategic partners.

The Company is not subject to externally imposed capital requirements and there has been no
change with respect to the overall capital risk management strategy during the period ended March
31, 2022.



YANGAROO Inc.

Notes to the Condensed Interim Financial Statements (Unaudited)
For the three ended March 31, 2022 and 2021
(Expressed in US dollars, unless otherwise noted)

5.

Business Combination

On May 21, 2021, the Company completed the acquisition of certain assets and liabilities of Digital
Media Services Inc. (“DMS”) for cash and contingent consideration. The Company purchased DMS
to utilize synergies to expand the existing business lines and improve cash flow generation. DMS is
a provider of broadcast advertising and content management solutions located in New York City,
United States of America.

As part of the acquisition, the Company acquired DMS’ customer lists and contracts, and working
capital, along with a highly skilled team of employees located in the United States.

The purchase price consists of cash consideration of $3,387,840 and contingent consideration with
a fair value of $2,113,888, resulting in total consideration of $5,501,728. The contingent consideration
consists of additional cash payments as a result of the following:

Earn-out criteria 1: 75% of 2019 revenue of the DMS business
Earn-out criteria 2: 100% of 2019 revenue of the DMS business.

Measurement periods: Annual periods ending on the 1st, 2nd, and 3rd anniversary period of closing
date of May 21, 2021.

Cash consideration due: USD $500,000 due and payable if actual realized revenue from the DMS
business exceeds earn-out criteria 1, and an additional USD $500,000 due and payable if actual
realized revenue from the DMS business exceeds earn-out criteria 2.

Total potential cash consideration is USD $3,000,000 if all earn-out criteria is triggered. The valuation
of the contingent consideration was determined using a Black-Scholes probability approach under
different scenarios based on likelihood of the revenue condition being met. Inputs used in the
calculation include management estimates and assumptions as well as public data from comparable
companies. The fair value as at the acquisition date was $2,113,888 and there was no change in fair
value as at March 31, 2022.



YANGAROO Inc.

Notes to the Condensed Interim Financial Statements (Unaudited)
For the three ended March 31, 2022 and 2021
(Expressed in US dollars, unless otherwise noted)

5.

Business Combination (continued)

The following table presents the purchase price allocation at the acquisition date:

Fair value of assets and liabilities recognized:

Trade receivables $ 756,818
Prepaid expenses 26,433
Customer relationships 969,000
Brands and trademarks 62,000
Trade payables and accrued liabilities (158,099)
Fair value of net assets acquired $ 1,656,152
Goodwill $ 3,845,576
Total consideration $ 5,501,728

The fair value of acquired receivables was $756,818, of which all were collected subsequent to the
acquisition date.

The acquisition has been accounted for as a business combination under the purchase method.
The results of the operations of the DMS business since the date of the acquisition have been
consolidated in these financial statements. Accordingly, the allocation of the purchase price to assets
and liabilities is based on the fair value, with the excess of the purchase price over the fair value of
the assets acquired being allocated to goodwill.

The goodwill is attributable mainly to the skills and technical talent of DMS’ work force and the
synergies expected to be achieved from integrating DMS into the Company’s existing advertising
business.

Due to lack of IFRS specific data prior to the acquisition of DMS, pro-forma profit or loss of the
combined entity for any periods prior to acquisition cannot be determined reliably. At the time of
issuance of these condensed interim financial statements, certain aspects of the valuation are not
finalized.

As such, the preliminary purchase price allocation is subject to change. In connection with the DMS

acquisition, the Company incurred fees, including legal and professional costs, of $225,080 in 2021
that were recognized in the statement of net (loss) income and comprehensive (loss) income.
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YANGAROO Inc.

Notes to the Condensed Interim Financial Statements (Unaudited)
For the three ended March 31, 2022 and 2021

(Expressed in US dollars, unless otherwise noted)

6. Property and Equipment

Office Computer Computer Right-of-use Leasehold Total
equipment equipment software office property improvements

Cost $ $ $ $ $ $
Balance, January 1, 2021 30,262 596,111 337,026 403,834 12,187 1,379,420
Additions 679 109,234 18,425 569,658 12,316 710,312
Balance, December 31, 2021 30,941 705,345 355,451 973,492 24,503 2,089,732
Additions 1,561 7,772 24,390 - - 33,723
Balance, March 31, 2022 32,502 713,117 379,841 973,492 24,503 2,123,455
Accumulated depreciation

Balance, January 1, 2021 26,860 547,946 268,182 225,396 6,959 1,075,343
Depreciation expense 1,911 45,534 45,674 235,284 3,920 332,323
Balance, December 31, 2021 28,771 593,480 313,856 460,680 10,879 1,407,666
Depreciation expense 445 14,636 12,493 80,712 1,293 109,579
Balance, March 31, 2022 29,216 608,116 326,349 541,392 12,172 1,517,245
Carrying amounts

December 31, 2021 2,170 111,865 41,595 512,812 13,624 682,066
March 31, 2022 3,286 105,001 53,492 432,100 12,331 606,210

Included in property and equipment are computer equipment and computer software under leases
with a cost of $457,063 (December 31, 2021 - $457,063). Accumulated depreciation for these assets

under leases is $455,439 (December 31, 2021 - $450,368).

7. Intangible Assets

Customer

Development

Brand relationships costs Total

Cost $ $ $ $
Balance, January 1, 2021 - - - -
Additions 62,000 969,000 578,165 1,609,165
Balance, December 31, 2021 62,000 969,000 578,165 1,609,165
Additions - - 160,360 160,360
Balance, March 31, 2022 62,000 969,000 738,525 1,769,525
Accumulated amortization

Balance, January 1, 2021 - - - -
Amortization expense 12,056 188,417 5,110 205,583
Balance, December 31, 2021 12,056 188,417 5,110 205,583
Amortization expense 5,167 80,750 9,328 95,245
Balance, March 31, 2022 17,223 269,167 14,438 300,828
Carrying amounts

December 31, 2021 49,944 780,583 573,055 1,403,582
March 31, 2022 44,777 699,833 724,087 1,468,697
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YANGAROO Inc.

Notes to the Condensed Interim Financial Statements (Unaudited)
For the three ended March 31, 2022 and 2021
(Expressed in US dollars, unless otherwise noted)

7. Intangible Assets (continued)

During the three months ended March 31, 2022, the Company capitalized product development costs
of $160,361 (March 31, 2021 - $175,704). Depreciation expense of $9,328 (March 31, 2021 - $5,110)
was capitalized to development costs during the three-month ended March 31, 2022. The significant
new projects for the three-month period ended March 31, 2022 consisted of new features in the
Awards platform, improvements in the user interface in the Music and Advertising platforms, and
significant new enhancements to its core technology infrastructure.

8. Goodwill
March 31, December 31,
2022 2021
Balance, beginning of period $ 3,845,576 $ -
Acquisition of DMS (note 5) - 3,845,576

$ 3,845,576 $ 3,845,576

9. Trade and Other Payables

March 31, December 31,

2022 2021

Trade payables $ 642,124 $ 514,016
Accrued expenses 304,461 337,010
$ 946,585 $ 851,026

10. Lease Obligations

The Company has lease obligations until 2022 with purchase options at the end of each lease term.
All of these lease agreements have 3-5 year terms at inception and carry a weighted average
incremental borrowing rate of 3.06% per annum (2021 — 3.25%).

Computer Total
Equi pment Software Property Lease
quip Liability
$ $ $ $

Balance at January 1, 2022 10,462 5,911 514,212 530,585
Principal payments (3,269) (2,580) (77,708) (83,557)
Balance at March 31, 2022 7,193 3,331 436,504 447,028
Current lease obligation 4,316 3,331 239,368 247,015
Long-term lease obligation 2,877 - 197,136 200,013
Balance at March 31, 2022 7,193 3,331 436,504 447,028
Effective annual rate of interest 0.01% 4.58% 4.45% 3.06%
Amount of interest recognized in statement 18 52 5.439 5,509

of net income
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YANGAROO Inc.

Notes to the Condensed Interim Financial Statements (Unaudited)
For the three ended March 31, 2022 and 2021
(Expressed in US dollars, unless otherwise noted)

11.

Credit Facility

On May 21, 2021, in conjunction with the acquisition of DMS (see Note 5 — Business Combination),
the Company settled its then existing CAD $1,000,000 revolving credit facility and entered into a
credit agreement (the “Credit Facility”) with a tier-1 Canadian financial institution (the “Bank”). The
Credit Facility is secured by a first ranking security over all present and future assets and property of
the Company.

The Credit Facility includes a new revolving credit facility in the amount of CAD $1,750,000 and a
term loan facility in the amount of CAD $3,250,000.

Line of Credit

The revolving credit facility of CAD $1,750,000 is available by loan advances and is subject to
standard borrowing base calculations and margining against trade accounts receivable. Interest
payments are based on the Bank’s prime rate plus 1.95% per annum. As at March 31, 2022, the
Company has drawn USD $349,294 (December 31, 2021 - $nil) of the revolving credit facility.

Term Loan Facility

The term loan facility of CAD $3,250,000 was fully advanced on May 21, 2021 and was used for the
purchase of DMS and for general corporate purposes. The term of the loan is 42 months, amortized
over 72 months, and has an initial 6-months interest only payment component. Interest payments
are based on the Bank’s prime rate plus 2.45%.

March 31 December 31

2022 2021
Term loan facility $ 2443340 $ 2,524,655
Less: unamortized deferred financing costs (90,234) (100,403)
Balance at March 31, 2022 2,353,106 2,424,252
Current portion of term loan 2,353,106 420,215
Long-term portion of term loan - 2,004,037
Balance at March 31, 2022 $ 2,353,106 $ 2,424,252
Line of Credit balance at March 31, 2022 $ 349,294 3 -
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YANGAROO Inc.

Notes to the Condensed Interim Financial Statements (Unaudited)
For the three ended March 31, 2022 and 2021
(Expressed in US dollars, unless otherwise noted)

11.

12.

Credit Facility (continued)

The Company incurred $132,902 of transaction fees and has recorded these as deferred financing
costs that are being amortized over the expected duration of the term loan facility. During the three

months ended March 31, 2022, $10,169 of deferred financing fees was amortized.

In accordance with the terms of our loan facility, on a rolling four-quarter basis, the Company must
maintain a minimum Fixed Charge Coverage Ratio of not less than 1.20:1.00 and an Interest-Bearing
Debt to EBITDA ratio of no more than 2.75 times between closing to December 31, 2022. The
Company was not in compliance with the covenants as of March 31, 2022. Accordingly, the term
loan facility has been presented as current on the condensed interim statement of financial position

as at March 31, 2022. See note 19.

Share Capital

The Company is authorized to issue an unlimited number of common shares.

The following is a summary of changes in common share capital:

Number of

shares Value
Balance at January 1, 2021 60,472,140 $ 27,520,839
Exercise of options 225,000 33,421
Balance at December 31, 2021 60,697,140 $ 27,554,260
Exercise of options @ 580,000 74,423
Exercise of RSUs 1,010,000 -
Balance at March 31, 2022 62,287,140 $ 27,628,683

(@) During the three months ended March 31, 2022:

a. Exercise of 409,500 stock options at a price of CAD $0.10 per share for gross proceeds
of $32,140. The initial value of $20,329 related to the options’ original issuances was

reclassified from contributed surplus to share capital.

b. Exercise of 170,500 stock options at a price of CAD $0.10 per share for gross proceeds
of $13,447. The initial value of $8,505 related to the options’ original issuances was

reclassified from contributed surplus to share capital.
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YANGAROO Inc.

Notes to the Condensed Interim Financial Statements (Unaudited)
For the three ended March 31, 2022 and 2021
(Expressed in US dollars, unless otherwise noted)

13.

Share-Based Payments

Securities Based Compensation Plan

The Company had a 14% fixed stock option plan (the “Predecessor Plan”) prior to June 2021, which
was approved at the Company’s Annual Meeting of the Shareholders held on June 11, 2020. The
total number of common shares of the Company issuable under the Predecessor Plan pursuant to
options could not exceed 8,466,099, which was 14% of the issued and outstanding number of shares
as of the date of approval.

The Predecessor Plan was replaced by an Omnibus Incentive Plan (the “Omnibus Equity Incentive
Plan”), which was approved on June 29, 2021 at the Company’s Annual General and Special Meeting
of the shareholders. The Omnibus Equity Incentive Plan permits the grant of stock options as well
as restricted share units, deferred share units, performance share units and share appreciation rights
(all awards other than options referred to as the “Non-Option Awards”). Pursuant to the terms of the
Omnibus Equity Incentive Plan, the maximum number of common shares issuable pursuant to new
options together with options granted under the Predecessor Plan cannot not exceed 6,651,935 in
the aggregate, being 11% of the issued and outstanding common shares of the Company at the time
of implementation and the maximum number of common shares issuable pursuant to the Non-Option
Awards common shares could not exceed 1,814,164 in the aggregate, being 3% of the issued and
outstanding common shares of the Company at the time of implementation, for an unchanged
aggregate maximum of 8,466,099 common shares (14%).

The Non-Option Awards may be settled, if and when vested, in common shares of the Company or
the cash equivalent, at the election of the Company.

Stock Options

The Company had issued stock options to acquire common shares as follows:

Weighted Weighted
average average
price  Outstanding Vested remaining
(CAD) options options life (years)
Balance at December 31, 2020 $ 0.156 6,860,500 6,188,500 2.58
Forfeited 0.14 (41,000)
Expired 0.15 (185,000)
Exercised 0.11 (225,000)
Balance at December 31, 2021 $ 0.16 6,409,500 6,399,000 1.68
Expired 0.10 (187,500)
Exercised 0.10 (580,000)
Balance at March 31, 2022 $ 0.17 5,642,000 5,642,000 1.66

For the period ended March 31, 2022, the fair value of options granted was $nil (March 31, 2021 -
$nil).
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Notes to the Condensed Interim Financial Statements (Unaudited)
For the three ended March 31, 2022 and 2021
(Expressed in US dollars, unless otherwise noted)

13.

Share-Based Payments (continued)

The estimated fair value of the options is expensed over the vesting period. The options vest 10% on
the date of grant, and the remaining 90% vest as to a third on each 6-month anniversary following
the date of grant. The compensation expense and charge to contributed surplus relating to the stock
options for the three months ended March 31, 2022 was $38 (2021 - $6,780).

The following table shows the stock options outstanding at March 31, 2022:

Number of Number of

Nur;;tieg:sf unvested vested Exercise price (CAD) Expiry date
options options
500,000 - 500,000 $0.140 May 1, 2022
75,000 - 75,000 $0.120 August 25, 2022
1,162,500 - 1,162,500 $0.275 January 8, 2023
2,105,000 - 2,105,000 $0.155 January 4, 2024
775,000 - 775,000 $0.120 June 18, 2024
989,500 - 989,500 $0.115 February 4, 2025
35,000 - 35,000 $0.105 September 15, 2025
5,642,000 - 5,642,000 $0.17

Restricted Share Units

The Company may grant Restricted Share Units (“RSUs”) to any participant under the Omnibus
Equity Incentive Plan.

On August 10, 2021, the Company issued 1,115,000 restricted share units to directors, officers,
employees and consultants, of which 600,000 were issued to directors and officers. These restricted
share units are expected to be settled through the issuance of 1,115,000 common shares of the
Company. These restricted share units vest fully on January 31, 2022. These restricted share units
have been fair valued based on the quoted market price on the date of issuance of $0.23 per common
share.

On December 1, 2021, the Company issued 150,000 RSUs to employees. These restricted share
units are expected to be settled through the issuance of 150,000 common shares of the Company.
These restricted share units vest fully on December 1, 2022. These restricted share units have been
fair valued based on the quoted market price on the date of issuance of $0.13 per common share.

The compensation expense and credit to share-based payments reserve relating to the restricted
share units for the three months ended March 31, 2022 was $38,471 (2021 - $nil).
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13. Share-Based Payments (continued)

The following table shows the RSUs outstanding as at March 31, 2022:

Number of units March 31, December 31,

2022 2021
Balance beginning of the period 1,232,500 -
Granted 1,265,000
Forfeited (72,500) (32,500)
Exercised (1,010,000) -
Ending Balance 150,000 1,232,500

14. Basic and Diluted Income (Loss) per Share

The income (loss) and weighted average number of common shares used in the calculation of basic
and fully diluted income (loss) per share for the three months ended March 31, 2022 and 2021 were

as follows:
March 31 March 31
2022 2021
Numerator:
Net income (loss) $ (597,586) $ 266,587
Denominator:
Weighted average number of common shares — basic 61,782,190 60,484,751
Adjustments for calculation of diluted income per share:
Options in the money - 5,469,000
Weighted average number of common shares — fully 61,782,190 65,953,751
diluted
Basic income (loss) per share $ (0.01) $ 0.00
Fully diluted income (loss) per share $ (0.01) $ 0.00
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15. Segmented Information

The Company has only one reportable segment and provides Advertising, Entertainment and Awards
Management software workflow solutions to customers across multiple geographic regions. It
considers the basis on which it is organized, including geographic areas and service offerings, in
identifying its reportable segments. Operating segments of the Company are defined as components
of the Company for which separate financial information is available and is evaluated regularly by the
chief operating decision maker in allocating resources and assessing performance. The chief
operating decision maker is the Chief Executive Officer of the Company. For revenues, the amounts
included are from the originating country.

Below is the breakdown of revenue and long-term assets by operating segment:

For the three-months ended Canada us Total
March 31, 2022

Advertising $ 63,872 $ 1,402,783 $ 1,466,655
Music 99,998 202,687 302,685
Awards management 21,324 198,378 219,702
Total revenue $ 185,194 $ 1,803,848 $ 1,989,042
Property and equipment $ 131,715 $ 474,495 $ 606,210
Intangible assets $ 744,610 $ 724,087 $ 1,468,697
Goodwill $ - $ 3,845,576 $ 3,845,576
For the three-months ended Canada us Total
March 31, 2021
Advertising $ 47,232 $ 596,235 $ 643,467
Music 126,956 253,438 380,394
Awards management 28,902 179,552 208,454
Total revenue $ 203,090 $ 1,029,225 $ 1,232,315
Property and equipment $ 234,936 $ 3,318 $ 238,254
Intangible assets $ 175,704 $ - $ 175,704
Goodwill $ - $ - $ -
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16. Related Party Transactions

17.

18.

19.

Key management personnel are comprised of the Company’s directors and executive officers. In
addition to their salaries, key management personnel also participate in the Company’s stock option
program (note 13).

Key management personnel compensation are as follows for the three months ended:

March 31 March 31

2022 2021

Salaries and short-term employee benefits 0 $ 187,463 $ 397,579
Share-based payments 19,564 2,819
$ 207,027 $ 400,398

(i) Short-term employee benefits include bonuses, vacation pay and commission.
Government Assistance

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 global pandemic. The COVID-19 pandemic had an adverse impact on advertising and
entertainment industry which resulted in a negative impact to the Company’s revenues since the on-
set of the COVID-19 pandemic.

For the current period the Company received government assistance funds from the Canadian
Federal Government’'s Canada Emergency Wage Subsidy (“CEWS”) and the U.S. Small Business
Administration’s Payment Protection Program (“PPP”). During the three-months ended March 31,
2022, the Company recognized government assistance of $nil (2021 - $245,498).

Commitments and Contingencies

In the ordinary course of business activities, the Company may be contingently liable for litigation
and claims with customers, suppliers and former employees. There were no litigation and claims
during the three-months ended March 31, 2022.

Subsequent Events

(1) The first annual anniversary payment payable to the vendors of DMS occurred on May 19, 2022.
Based on the Company’s initial calculations and subject to subsequent review and formal
communication, the Company does not have a cash payable amount with respect to the first of four
tests on the earn-out contingent consideration.

(2) As mentioned in note 11, the Company was in breach of the Fixed Charge Cover Ratio and
Interest-Bearing Debt to EBITDA ratio covenants as of March 31, 2022. Subsequent to March 31,
2022, the Company is in the process of obtaining a waiver and renegotiating the terms of the loan
facility.
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