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Salona Global Medical Device Corp. 
(Formerly Brattle Street Investment Corp.) 
Unaudited Condensed Interim Consolidated Statements of Financial Position 
As at November 30, 2020 and February 29, 2020 
(Unaudited, in Canadian Dollars) 

   

  Note November 30, 2020 February 29, 2020 

    
  

  

Assets   

Cash and cash equivalents  8   $                 7,754,448   $                 8,349,422  

Marketable securities 15                    496,192                     843,221  

Prepaids and other receivables                         15,214                        139,733  

Total assets    $                 8,265,854   $                 9,332,376  

  
      

Liabilities and  shareholders' equity 

Liabilities         

Accounts payable and accrued liabilities 6  $                   281,419   $                   351,644  

Other liabilities                           15,000                          15,000  

Total Liabilities     $                   296,419   $                   366,644  

  
      

Shareholders' equity 

Share capital 7  $              31,065,513   $              31,055,842  

Contributed surplus 7                    3,524,052                     3,392,371  

Accumulated other comprehensive  income                      1,068,241                     1,368,638  

Deficit   (27,688,371)  (26,851,119)  

Total  shareholders' equity    $                7,969,435   $                8,965,732  

        

Total liabilities and  shareholders' equity    $                8,265,854   $                9,332,376  

 
Contingencies (Note 17) 
Subsequent events (Note 19) 
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Salona Global Medical Device Corp. 
(Formerly Brattle Street Investment Corp.) 
Unaudited Condensed Interim Consolidated Statements of Changes in Shareholders’ Equity 
For the nine months ended November 30, 2020 and November 30, 2019 
 (Unaudited, in Canadian Dollars) 

                        

  Share Capital   Accumulated     

        Other     

      Contributed comprehensive     

  Number Amount surplus income  Deficit Total 

              

Balance -February 28, 2019 *            33,785,154    31,055,842      3,370,409         1,213,448    (24,427,562)  11,212,137  

Share based compensation                         -                       -               7,597                      -                       -              7,597  

Foreign currency translation loss                         -                       -                     -    (110,119)                    -           (110,119) 

Net income for the period                         -                       -                     -                        -            129,516          129,516  

Balance -November 30, 2019           33,785,154     31,055,842      3,378,006         1,103,329    (24,298,046)  11,239,131  

              

Balance -February 29, 2020           33,785,154      31,055,842      3,392,371         1,368,638    (26,851,119)    8,965,732  

Share based compensation                         -                       -           136,004                      -                       -            136,004  

Exercise of stock options 28,154 9,671 (4,323) - - 5,348 

Foreign currency translation loss                         -                       -                     -            (300,397)                    -         (300,397) 

Net loss for the period                         -                       -                     -                        -           (837,252)      (837,252) 

Balance -November 30, 2020           33,813,308      31,065,513      3,524,052         1,068,241    (27,688,371)    7,969,435  

 

* Retroactive adjustment to reflect the 7:37 stock split as explained in Note 3.  
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Salona Global Medical Device Corp. 
(Formerly Brattle Street Investment Corp.) 
Unaudited Condensed Interim Consolidated Statements of Operations and Comprehensive 
Loss 
For the three and nine months ended November 30, 2020 and November 30, 2019 
 (Unaudited, in Canadian Dollars) 

      Note Three months ended Nine months ended  

  

November 

30, 2020 

November 

30, 2019 

November 

30, 2020 

November 

30, 2019 

Continuing operations      

Revenue         

Loan interest 4  $         22,429   $      113,032   $       39,190   $      478,151  

Fees and other 4           14,058       52,135       50,621          202,879  

Collections of provisioned loans 4           317,515             -     399,702          216,856  

Investment income 4 5,796 21,488    50,710 84,752    

Loss on sale of marketable 

securities 4 

                       

548  

                              

-    

                         

(42,141) 

                                

-    

Change in fair value of 

investments 4 (136,759)  

                              

8,272    (204,671) 

                                

8,272    

Total revenue   

                       

223,587  

                     

194,927  

                         

293,411  

                       

990,910  

         

Expenses         

General and administrative  13           208,701  138,929  687,750  1,287,943  

Transaction Costs 18 306,909 - 306,909 - 

Share based compensation 7 69,200  1,437  136,004  7,597  

Total expenses   584,810  140,366  1,130,663  1,295,540  

Net loss from continuing 

operations   (361,223) 54,561 (837,252) (304,630) 

Discontinued operations      

Net income from discontinued 

operations 14  -  -  -  434,146  

Net (loss) income    $    (361,223)  $      54,561  $   (837,252)  $       129,516  

Other comprehensive loss         

Foreign currency translation loss   $      (45,406) $   (46,440) $   (300,397) $    (110,119) 

Comprehensive (loss) income    $    (406,629)  $     8,121  $(1,137,649)  $         19,397  

Net (loss) income per share   
  

    

Basic and diluted 12  $         (0.01)  $         (0.00)  $        (0.02)  $           0.00  

 

Weighted average number of common 

shares outstanding  33,796,168  33,785,152  33,788,824  33,785,152  
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Salona Global Medical Device Corp. 
(Formerly Brattle Street Investment Corp.) 
Unaudited Condensed Interim Consolidated Statements of Cash Flows 
For the nine months ended November 30, 2020 and November 30, 2019 
 (Unaudited, in Canadian Dollars) 

    

November 30, 

2020 

November 30, 

2019  

        

Operating activities Note   

        

 Net (loss) income     $          (837,252)  $   129,516 

 Income from discontinued operations  - (434,146) 

 Net loss from continuing operations    (837,252) (304,630) 

 Non-cash items:        

 Depreciation  - 47,959 

 Loss on sale of marketable securities   42,141  -  

 Share based compensation 7 136,004  7,597  

 Change in fair value of investments   204,671  (8,272)    

 Changes in operating assets and liabilities:        

 Net repayment of credit receivable    -  410,388  

 Prepaid and other receivables    124,519  (39,847)  

 Accounts payable and accrued liabilities    (70,225) (85,551) 

Cash flows (used in) provided by continued operating 

activities   (400,142) 27,644  

Cash flows provided by discontinued operating 

activities  14 -  237,386  

Net cash (used in) provided by operating activities   (400,142) 265,030  

Investing activities       

Proceeds on sale of marketable securities  259,720 - 

Purchase of investments   (178,269) (1,699,949) 

Net cash provided by (used in) investing activities                   81,451 (1,699,949)  

Financing activities    

Proceeds from exercise of stock options   5,348 -  

Net cash provided by financing activities                   5,348 -  

Effect of foreign exchange rates on cash   (281,631)  (110,119) 

Decrease in cash and cash equivalents   (313,343) (1,434,919)  

Cash and cash equivalents, opening   8,349,422  9,303,900  

Cash and cash equivalents, closing    $            7,754,448            $ 7,758,862  

 
Supplemental cash flow information: 
  Interest paid                     -              - 
  Income taxes paid                    -              - 



Salona Global Medical Device Corp. 
(Formerly Brattle Street Investment Corp.) 

Notes to the Unaudited Condensed Interim Consolidated Financial Statements 
For the three and nine months ended November 30, 2020 and November 30, 2019 

 (In Canadian Dollars) 
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1. Description of the business 
 
Salona Global Medical Device Corp. (formerly Brattle Street Investment Corp.) (“Salona” or 
the “Company”), is a publicly traded company listed on the TSX Venture Exchange (the 
“Exchange”). The Company is currently undergoing a Change of Business as defined by the 
TSX Venture Exchange to become a Tier 1 Industrial/Technology/Life Sciences Issuer. Upon 
completion of the Change of Business, the Company will focus on transitioning to an 
acquisition oriented, US-based and revenue generating MedTech company. The Company 
aims to leverage the liquid Canadian capital markets to acquire small to midsize US and 
internationally based medical device products and companies with the goal of expanding 
sales and improving operations. The company’s aim is to create a large, broad-based medical 
device company with global reach. 
 

Salona was incorporated under the Canada Business Corporations Act on September 17, 2013. 
The common shares in the capital of the Company (“common shares”) trade on the Exchange 
under the symbol “SGMD”. The Company’s registered office is Suite 200E – 1515A Bayview 
Avenue, East York, Ontario. 

 

2. Basis of presentation 
 
Statement of compliance 
 

These unaudited condensed interim consolidated financial statements have been prepared in 
accordance with International Accounting Standard (IAS) 34, Interim Financial Reporting 
using accounting policies consistent with International Financial Reporting Standards (IFRS) 
as issued by the International Accounting Standards Board and the IFRS Interpretations 
Committee. Accordingly, certain disclosures included in annual consolidated financial 
statements prepared in accordance with IFRS have been condensed or omitted and these 
unaudited condensed interim consolidated financial statements should be read in conjunction 
with the Company’s audited consolidated financial statements for the year ended February 

29, 2020. The unaudited condensed interim consolidated financial statements have been 
authorized for issuance by the Board of Directors on January 21, 2020.   

  

Functional and presentation currency 
 

These unaudited condensed interim consolidated financial statements are expressed in 

Canadian dollars unless otherwise stated. The functional currency of the Company is 
Canadian dollars, and the functional currency of its subsidiaries Inspira Financial Company, 
Brattle Acquisition I Corp. and Inspira SaaS Billing Services is U.S. dollars. 



Salona Global Medical Device Corp. 
(Formerly Brattle Street Investment Corp.) 

Notes to the Unaudited Condensed Interim Consolidated Financial Statements 
For the three and nine months ended November 30, 2020 and November 30, 2019 

 (In Canadian Dollars) 
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3. Significant accounting policies  
 
a) Basis of consolidation 

 

These statements consolidate the accounts of the Company and its wholly owned 
subsidiaries, namely, Inspira Financial Company ("IFC"), Brattle Acquisition I Corp. 
("BA1"), 1077863 B.C., Ltd (“1077863”), and Inspira SAAS Billing Inc. (“IFS”) in the United 
States. The Company owns 100% of its subsidiaries. The accounting policies of the 
Company's subsidiaries are aligned with IFRS. Intercompany balances and transactions 
are eliminated upon consolidation. 

 
b) Basis of measurement 

 
The unaudited condensed interim consolidated financial statements of the Company have 
been prepared on an historical cost basis except marketable securities which are carried at 
fair value. 

 

c) Accounting policies 

 
These unaudited condensed interim consolidated financial statements reflect the 
accounting policies described in Note 3 to the Company’s audited consolidated financial 
statements for the year ended February 29, 2020 (“2020 Audited Consolidated Financial 
Statements”) and accordingly, should be read in conjunction with the 2020 Audited 
Consolidated Financial Statements and the notes thereto. 

 
d)  Use of estimates and judgment 

 
The preparation of unaudited condensed interim consolidated financial statements in 
conformity with IFRS requires management to make estimates and assumptions that affect 
the reported amounts of assets and liabilities at the date of the financial statements, and 
the reported amount of revenues and expenses during the reporting period. Actual results 
may differ from those estimates. The estimates and underlying assumptions are reviewed 
on an ongoing basis. Revisions to accounting estimates are recognized in the period in 
which the estimate is revised if the revision affects only that period or in the period of the 
revision and further periods if the review affects both current and future periods. Key 
sources of estimation uncertainty are as follows: 

 



Salona Global Medical Device Corp. 
(Formerly Brattle Street Investment Corp.) 

Notes to the Unaudited Condensed Interim Consolidated Financial Statements 
For the three and nine months ended November 30, 2020 and November 30, 2019 

 (In Canadian Dollars) 
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3. Significant accounting policies (continued) 
 

d) Use of estimates and judgment (continued) 
Allowance for losses on credit receivables 
 
The Company has an accounting policy to provision for loans in default. The Company 
has put several loans into default in an effort to more quickly collect the outstanding 
principle. While these loans are in default, the Company is working to recover principle, 
interest and fees associated with the loan.  

 

Valuation of stock-based compensation expense 
 

The Company uses the Black-Scholes option pricing model to determine the fair value of 
the Company’s issued stock options and warrants as prescribed by IFRS 2. The Black-
Scholes option pricing model requires management to make various estimates about 
certain inputs into the model, including the expected option and warrant life, expected 
volatility, risk-free interest rate and expected dividend yield. A change in any of these 
estimates at the time the underlying options or warrants were issued would have impacted 
the Company’s equity and ongoing stock-based compensation expense. 

 
Allowance for losses on billing receivables 
 

The recognition of billing receivables and loss allowances requires the Company to assess 
credit risk and collectability. The Company considers historical trends and other available 
information in performing this assessment.  
 

e)  Operating segments 
 

An operating segment is a component of the Company that engages in business activities 
from which it may earn revenues and incur expenses, including revenues and expenses 
that relate to transactions with any of the Company’s other components.  All operating 
segments’ operating results are reviewed regularly by the Company’s CEO to make 
decisions about resources to be allocated to the segment and assess its performance, and 
for which discrete financial information is available. As at February 29, 2020 and 
November 30, 2020, the Company has two segments, investment activities, and providing 
asset-based financial services to healthcare providers in the United States.  Assets, 
liabilities, revenues and expense from these segments are disclosed in the condensed 
interim statement of financial position and unaudited condensed interim statements of 
operations and comprehensive loss.  



Salona Global Medical Device Corp. 
(Formerly Brattle Street Investment Corp.) 

Notes to the Unaudited Condensed Interim Consolidated Financial Statements 
For the three and nine months ended November 30, 2020 and November 30, 2019 

 (In Canadian Dollars) 
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3. Significant accounting policies (continued) 
 

f) Share consolidation 
 
On December 21, 2020, the Company effected a 7.37 post consolidation common shares 
for 10 pre-consolidation common shares. Unless otherwise noted, impacted amounts and 
share information included in the financial statements and notes thereto have been 
retroactively adjusted for the stock split as if such stock split occurred on the first day of 
the first period presented.  

g) Standards, amendments, and interpretations issued but not yet adopted  

 

The IASB has issued several new standards and amendments that will be effective on 
various dates. The listing below is of standards, interpretation and amendments issued 
which the Company reasonably expects to be applicable at a future date. The Company 
intended to adopt those standards when they become effective. The impact on the 
Company is currently being assessed. 
 
IFRS 10 – Consolidated Financial Statements (“IFRS 10”) and IAS 28 – Investments in 

Associates and Joint Ventures (“IAS 28”) were amended in September 2014 to address a 
conflict between the requirements of IAS 28 and IFRS 10 and clarify that in a transaction 
involving an associate or joint venture, the extent of gain or loss recognition depends on 
whether the assets sold or contributed constitute a business. The effective date of these 
amendments is yet to be determined; however early adoption is permitted. The Company 
has yet to fully assess the impact of the new standard on its results of operations, financial 
position and disclosures. 
 
Amendment to IAS 1, Presentation of Financial Statements – Classification of Liabilities as 
Current or Non-Current 
 
In January 2020, the IASB issued amendments to paragraphs 69-76 of IAS 1 to clarify the 
requirements for classifying liabilities as current or non-current. The amendments specify 
that the conditions which exist at the end of a reporting period are those which will be 
used to determine if a right to defer settlement of a liability exists. The amendments also 
clarify the situations that are considered a settlement of a liability. The amendments are 
effective January 1, 2022, with early adoption permitted. The amendments are to be 
applied retrospectively. Management is currently assessing the impact of this amendment. 



Salona Global Medical Device Corp. 
(Formerly Brattle Street Investment Corp.) 

Notes to the Unaudited Condensed Interim Consolidated Financial Statements 
For the three and nine months ended November 30, 2020 and November 30, 2019 

 (In Canadian Dollars) 
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4. Disaggregation of  Revenues 
  Three months ended Nine months ended 

Revenue from continued operations 
November 

30, 2020 
November 

30, 2019 
November 

30, 2020 
November 

30, 2019 

Interest  $     22,429   $  113,032   $    39,190   $  478,151  

Fees and other 14,058  52,135  50,621  202,879  

Collections of provisioned loans 317,515  -  399,702  216,856  

        

Total Loan Revenues  $   354,002   $  165,167   $  489,513   $  897,886  

        

Revenue from discontinued operations     

Billing Service Revenues (note 14)  $               -     $              -   $             -     $ 527,074  

        

Gross investment income  $       5,796   $    21,488    $   50,710   $   84,752    

Loss on sale of marketable securities          548    -    (42,141) -    

Change in fair value of investments (136,759)            8,272    (204,671) 8,272    

Net investment gain (loss)  $(130,415)   $     29,760     $ (196,102)  $   93,024    

 
The company is only recognizing the cash collected on the impaired loans as a 
disaggregate revenue as the future economic benefits are uncertain. 
 
Revenues for credit receivables (loans) have been disaggregated between loans that are 
provisioned and those that have not been provisioned.  Loans that are not provisioned are 
accounted for under the accrual method of accounting.  The principal loan repayments of 
fully provisioned loans are recorded as an offset to provision for losses. The interest, fees, 
and other revenue is recorded on a cash basis as reflected above.  

 
 

5. Credit receivables 
 
Credit receivables are measured at amortized cost, which is net of an allowance for losses.  

     

  November 30, 2020 February 29, 2020 

Revolving line of credit receivables, gross  $           4,645,846   $           5,226,120  

Less allowance for losses                   (4,645,846)                   (5,226,120) 

   $                         -   $                         -  



Salona Global Medical Device Corp. 
(Formerly Brattle Street Investment Corp.) 

Notes to the Unaudited Condensed Interim Consolidated Financial Statements 
For the three and nine months ended November 30, 2020 and November 30, 2019 

 (In Canadian Dollars) 
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5. Credit receivables (continued)  

 
The nature of the Company's business involves funding or assuming the credit risk on 
receivables offered to it by its clients. These transactions are conducted on terms that are usual 
and customary to the Company's revolving line of credit activities. The loans are structured 
as revolving lines of credit that can be repaid at any time. However, the facilities are subject 
to early termination penalties.  
 

Interest income earned on unprovisioned credit receivables for the nine months ended 
November 30, 2020 totaled $nil. Facility fees, due diligence fees and commission expenses 
associated with the credit receivables are amortized as part of the effective interest method.   

      

  November 30, 2020 February 29, 2020 

      

Allowance for losses opening  $            5,226,120   $            4,766,116  

Provision for credit losses - 377,320 

Charge-offs, net of recoveries (399,702)                                -  

Impact of foreign exchange rates                      (180,573)                       82,684  

Allowance for credit losses, closing  $            4,645,845   $            5,226,120  

      

Allowance as percentage of credit receivables 100% 100% 

      

  November 30, 2020 February 29, 2020 

Allowance summary     

Allowance allocated to credit receivables                    -                    377,320 

Allowance total  $                          -  $              377,320 

 
In light of the COVID-19 outbreak, Management, at fiscal year end, re-evaluated all credit 
receivables with consideration of how this outbreak has negatively impacted U.S. based 
healthcare practitioners. As many of the Company's receivables are due from U.S. based 
healthcare practitioners specializing in what are considered elective treatments and surgeries, 
they represent a higher than usual risk of default. Many states in the U.S. have or had severely 
curtailed the amount of elective treatments and surgeries that could be performed resulting 
in negative revenue impacts. The Company evaluates the credit worthiness of all receivables 
on a quarterly basis. 
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6. Accounts payable and accrued liabilities 
           

      November 30, 2020 February 29, 2020 

Accounts payable and accrued liabilities  $                281,419   $             351,644  

Other                             -                      -  

       $                281,419   $             351,644  

 
7. Shareholders’ equity 

 

Below applies the retroactive adjustment to reflect the 7:37 stock split as explained in Note 3. 
 

a. Share capital 
Unlimited voting common shares without par value 
 

Issued 

As at November 30, 2020, the Company had 33,813,308 (February 29, 2020 – 33,785,154) 
common shares outstanding with a value of $31,065,513 (February 29, 2020 - $31,055,842). 
There were the following issuances of common share during the nine months ended 
November 30, 2020 (none during the year ended February 29, 2020). 
 
On October 26, 2020, 28,154 common shares were issued on the exercise of 28,154 stock 
options for proceeds of $5,348 at an exercise price of $0.19 per share. The options had a fair 
value of $4,323. On the date of exercise, the fair value of the common shares was $0.15. 

 

b. Share based compensation 
 

On completion of the Qualifying Transaction, the Company amended its stock option plan 

(“Option Plan”) as follows:  

• changing the Option Plan from a rolling stock option plan to a fixed stock option plan;  

• fixing the number of common shares issuable under the plan at 47,175,923 being 20% of 

the number of common shares issued and outstanding immediately following the 

completion of the Qualifying Transaction, as adjusted to give effect to the stock split; and 

amending the Option Plan to include provisions relating to the grant of options to a person 

who is a citizen or resident of the United State, in accordance with the requirements of 

Section 409A of the United States Internal Revenue Code of 1986, as amended. 
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7. Shareholders’ equity (continued) 

 

The Company’s Board of Directors determines, among other things, the eligibility of 

individuals to participate in the Option Plan and the term, vesting periods, and the exercise 

price of options granted under the Option Plan. The stock option vesting ranges over a 1 year 

to 10-year period. The outstanding stock options at November 30, 2020 are as follows: 

 

  

Exercise price 
Number of 

options 

Number of  

vested options 

 Weighted Avg 

Grant date 
Remaining Life 

(years) 

March 28, 2014  $       2.13  5,103 5,103                             3.35  

June 8, 2016  0.69  44,220 44,220                             0.51  

June 30, 2016  0.41  515,900 515,900                    0.58  

February 27, 2017  0.45  25,246 25,246                          1.24  

September 23, 2019  0.19  563,086 112,617 0.81 

May 29, 2020  0.27  958,100 - 4.49 

August 18, 2020  0.19  681,725 - 9.71 

Total $        0.27 2,793,380 703,086      4.21  

 

A summary of the Company’s stock options are as follows:  

      

  

Number of 

Options 

Weighted Avg. 

Exercise Price 

Balance as at February 29, 2019 1,950,081 $         0.61 

Options issued 591,240 0.19 

Options cancelled (1,359,612) 0.69 

Balance as at February 29, 2020  1,181,709 0.31 

Options exercised (28,154) 0.19 

Options issued 1,639,825 0.23 

Balance as at November 30, 2020 2,793,380 $       0.27 

 

The Company recognized $136,004 of share-based compensation for the nine months ended 

November 30, 2020 (nine months ended November 30, 2019 – $7,597). 
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7. Shareholders’ equity (continued) 

 

On September 23, 2019, the Company issued 506,777 options to a director and 84,463 options 

to a consultant of the Company.  The options were exercisable for a period of five years at an 

exercise price of $0.19 per option. The fair value of the options was estimated on the date of 

the grant at $0.15 per option using the Black-Scholes option pricing model with the following 

assumptions: expected volatility of 115%; expected dividend yield of 0%; risk-free interest rate 

of 98.34%; and expected life of 5 years.  

 

On May 29, 2020, the Company issued 884,400 options to two directors and 73,700 options to 

an employee of the Company.  The options are exercisable for a period of five years at an 

exercise price of $0.27 per option. The fair value of the options was estimated on the date of 

the grant at $0.12 per option using the Black-Scholes option pricing model with the following 

assumptions: expected volatility of 115%; expected dividend yield of 0%; risk-free interest rate 

of 99.62%; and expected life of 3 years. 

 

On August 18, 2020, the Company issued 608,025 options to two directors and 73,700 options 

to an employee of the Company.  The options are exercisable for a period of five years at an 

exercise price of $0.19 per option. The fair value of the options was estimated on the date of 

the grant at $0.12 per option using the Black-Scholes option pricing model with the following 

assumptions: expected volatility of 115%; expected dividend yield of 0%; risk-free interest rate 

of 99.71%; and expected life of 3 years. 

 

8. Financial risk management 
 
The Company is exposed to credit, liquidity and market risks related to the use of financial 
instruments in its operations. The Board has overall responsibility for the establishment and 
oversight of the Company's risk management framework through its Audit Committee. In 
this respect, the Audit Committee meets with management and the Company's Risk 
Management Committee at least quarterly. The Company's risk management policies are 
established to identify, analyze, limit, control and monitor the risks faced by the Company. 
Risk management policies and systems are reviewed regularly to reflect changes in the risk 
environment faced by the Company. 
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8. Financial risk management (continued) 
 

a. Credit risk  
 
Credit risk is the risk of financial loss to the Company if a client fails to meet its contractual 
obligations. In the Company's case, credit risk arises with respect to its cash and cash 
equivalents, the lines of credit to clients and any other financial transaction with a 
counterparty. The Company manages credit risk in respect of cash and cash equivalents, 
by maintaining the majority of cash and cash equivalents at high credit rated financial 
institutions. The carrying amount of these lines of credit represents the Company's 
maximum credit exposure and is the most significant measurable risk that it faces. The 
nature of the Company's asset-based lending business involves funding the receivables 
offered to it by its clients. Typically, the Company files a lien against the pledged 
receivables and requires either a single or double virtual lockbox arrangement.  

 

The Company does not lend on an unsecured basis. No new asset-based loans were 
provided in the fiscal 2021 year. The maximum credit risk is the full value of the loans 
receivable. 
 

Credit is evaluated by financial underwriters and is authorized by the Credit Committee 
comprised of supervisory personnel, management and, in the case of credit in excess of 
$1.0 million, the Company's President and the Chairman of its Board. The Company 
monitors and controls its risks and exposures through financial, credit, legal and 
technology-based systems and, accordingly, believes that it has procedures in place for 
evaluating and limiting the credit risks to which it is subject. Credit is subject to ongoing 
management review. Nevertheless, for a variety of reasons, there will inevitably be 
defaults by clients or their customers.  
 

The Company’s customers have varying payment terms depending on the industries in 
which they operate, although most customers have payment terms of 30 to 60 days from 
the invoice date. Clients’ receivables generally become "ineligible" for lending purposes 
when they reach a certain predetermined age, usually above 90 or 120 days from invoice 
date. 
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8. Financial risk management (continued) 
 
The Company employs a 5-step client approval process to assess credit risk, which 
reviews, amongst other things, the financial strength of each client and the Company's 
underlying security. Credit risk is primarily managed by ensuring that, as far as possible, 
the receivables financed are of the highest quality, that being due from the U.S. 
Government healthcare programs such as Medicare and Medicaid. The Company does not 
lend against any patient pay (“co-pay”), inventory, equipment or any other tangible asset. 
 

The Company also minimizes credit risk by limiting the maximum amount that it will lend 
to any one client, enforcing strict advance rates, disallowing certain types of receivables 
and making receivables ineligible for lending purposes as they become older. The 
Company generally mandates the use of a single or double virtual lockbox system, where 
the clients’ receivables are flowed through bank accounts controlled by the Company, 
thereby allowing it to quickly identify problems as and when they arise and act promptly 
to minimize credit losses.  

 

The Company's credit exposure at November 30, 2020 relates to its gross credit receivables 
and interest and other receivables. All receivables and associated loans were fully 
provisioned as at February 29, 2020. The Company has no ($nil) unprovisioned 
outstanding receivables as of the date of these statements or prior year end. 
 

b. Concentration risk 
 
Concentration risk arises as a result of the concentration of exposures within a single client. 
The Company minimizes concentration risk by limiting the maximum amount that it will 
lend to any one client. As at November 30, 2020 and February 29, 2020 there were no loans 
outstanding to a client that constituted more than 20% of the credit receivable balance.  
Currently the Company has provisioned all loans receivable. 
 
Concentrations of risk arises as a result in the concentration of customers.  During the nine 
months ended November 30, 2020, Inspira SaaS Billing Services, Inc. had no customers 
(fiscal 2020 – one customer). In August 2019, this business was discontinued. 
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8. Financial risk management (continued) 
 

c. Liquidity risk 
 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations 
as they fall due. The Company's approach to managing liquidity risk is to ensure, as far as 
possible, that it will always have sufficient liquidity to meet its liabilities when they fall 
due, under both normal and stressed conditions, without incurring unacceptable losses or 
risking damage to the Company's reputation. The Company's principal obligations are its 
accounts payable and other liabilities.  
 

At November 30, 2020, the Company had assets of $8,265,854 (February 29, 2020– 
$9,332,376) which substantially exceeded its total liabilities of $296,419 (February 29, 2020 
- $366,644). 
 

All financial assets and liabilities are expected to be settled within 12 months at the values 
stated in the consolidated statements of financial position.  
 

 

Carrying 

amount 

0 to 3 

months 

6 to 12 

months Over 1 year 

Cash   $      147,997     $             -   $              -     $     147,997    

Cash equivalents 7,606,451     -                 -    7,606,451 

Marketable securities   496,192      -                 -     496,192 

  $   8,250,640   $             -   $             -   $  8,250,640  

Accounts payable and accrued liabilities  $      281,419  $  281,419   $             -     $                -    
 

d. Market risk 
 
Market risk is the risk that changes in market prices, such as equity prices, foreign 
exchange rates and interest rates, will affect the Company's income or the value of its 
financial instruments. The objective of managing market risk is to control market risk 
exposures within acceptable parameters, while optimizing the return on risk. 
 
Equity risk - The Company is exposed to price risk with respect to equity prices. Equity 
price risk is defined as the potential adverse impact on the Company's earnings due to 
movements in individual equity prices or general movements in the level of the stock 
market. The Company closely monitors individual equity movements and the stock 
market to determine the appropriate course of action to be taken by the Company.   
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8. Financial risk management (continued) 
 
d.  Market risk (continued) 

 
The Company's marketable securities including stocks and ETF’s trading on U.S stock 
exchanges. An increase/(decrease) of 10% in the U.S markets could have an impact of 
approximately $50,000 increase/(decrease) on the income and equity attributable to the 
Company. For more details on the Company’s marketable securities please see Note 15. 
 

Currency risk - The Company is exposed to currency risk primarily in its foreign 
operations which operate in U.S. Dollars, to the full extent of the foreign operations net 
assets and U.S. denominated assets of approximately USD $6.5 million at November 30, 
2020 (February 29, 2020 – USD $7.6 million). The Company's investment in its foreign 
operations is not hedged. Unrealized foreign exchange gains or losses arise on translation 
of the assets and liabilities of the Company's foreign operations into Canadian dollars each 
period end.  

 
Resulting foreign exchange gains or losses are credited or charged to other comprehensive 

income or loss with a corresponding entry to the AOCI component of equity. The 
Company is also subject to foreign currency risk on the earnings of its foreign operations 
which report in U.S. dollars and are unhedged. A 10% change in the U.S. dollar against the 
Canadian dollar would result in an approximate $1 million increase/decrease (February 
29, 2020 - $1 million) in the Company's condensed interim consolidated statement of 
operations and comprehensive loss for the nine months ended November 30, 2020. 
 

The Company's Canadian operations have some assets and liabilities denominated in 
foreign currencies, principally cash and cash equivalents. These assets are not hedged. 
 

Interest rate risk - Interest rate risk pertains to the risk of loss due to the volatility of interest 
rates. The Company's lending and borrowing rates are usually based on floating bank 
prime rates of interest and are typically variable. The Company actively manages its 
interest rate exposure, where possible. The Company as of November 30, 2020 and 
February 29, 2020 has no debt and no credit receivables. Previously, the Company 
experienced short-term interest rate risk on these credit receivables. 
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8. Financial risk management (continued) 
 

d. Fair value of financial assets and liabilities 
 
The carrying values of cash and cash equivalents, other receivables, accounts payable and 
accrued liabilities and other liabilities approximate their fair values due to the relatively 
short periods to maturity of the financial instruments. The classification of financial 
instruments at their carrying and fair values is as follows: 
 

 November 30, 2020 (in $’s) 

 Carrying Value Fair Value 

 FVTPL FVOCI AMC Total 

Financial assets     

  Cash and cash equivalents  -  -   7,754,448  7,754,448 

  Marketable securities  496,192  -   - 496,192 

  Other receivables -  -   7,802 7,802 

  496,192 -   7,762,250 8,258,442 

     

 February 29, 2020 (in $’s) 

 Carrying Value Fair Value 

 FVTPL FVOCI AMC Total 

Financial assets     

  Cash and cash equivalents  -  -   8,349,422  8,349,422 

  Marketable securities 843,221  -   -    843,221 

Other receivables  -  -  8,000 8,000 

  843,221  -   8,357,422  9,200,643 
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8. Financial risk management (continued) 
 
e. Fair value of financial assets and liabilities (continued) 

 

                                                November 30, 2020 (in $’s) 

 Carrying Value Fair Value 

 FVTPL FVOCI AMC Total 

Financial liabilities     

Accounts payable and   

accrued liabilities 

 -  -   281,419  281,419 

Other liabilities  -  -   15,000  15,000 

  -  -        296,419            296,491 

 

 February 29, 2020 (in $’s) 

 Carrying Value Fair Value 

 FVTPL FVOCI AMC Total 

Financial liabilities     

  Accounts payable and 

accrued liabilities 

 -  -   351,644  351,644 

Other liabilities  -  -   15,000  15,000 

  -  -        366,644            366,644 

 
9.  Related party transactions 

 
Related parties are defined as management and principal shareholders of the Company 
and/or members of their immediate family and/or other companies and/or entities in which 
the principal shareholders, directors or senior officers is the principal owner or senior 
executive.  Key management personnel are those persons having authority and responsibility 
for planning, directing and controlling the activities of the Company, directly or indirectly, 
including executive directors. The total compensation of key management personnel for the 
three and nine months ended November 30, 2020 and November 30, 2019 is as follows:   
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9. Related party transactions (continued) 
 

  

Three months ended 

November 30, 

Nine months ended  

November 30, 

  2020 2019 2020 2019 

Salaries and short-term benefits $         - $18,760 $122,696 $61,334 

Share based compensation 69,200 1,437 136,004 7,597 

Total $69,200 $1,437 $258,700 $68,931 

 
Included in accounts payable and accrued liabilities is $114,498 (February 29, 2020 - $13,705) 
due to a director of the Company.  

 
10. Capital management 

 
The Company’s current capital structure includes total shareholder equity. The Company's 
objectives when managing capital are to: (a) maintain financial flexibility in order to preserve 
its ability to meet financial obligations and continue as a going concern; (b) maintain a capital 

structure that allows the Company to finance its growth using internally generated cash flow 
and debt capacity; and (c) optimize the use of its capital to provide an appropriate investment 
return to its shareholders commensurate with risk. 
 

The Company's financial strategy is formulated and adapted according to market conditions 
in order to maintain a flexible capital structure that is consistent with its objectives and the 
risk characteristics of its underlying assets.  
 
The Company manages its capital structure and makes adjustments to it in light of changes in 
economic conditions and the risk characteristics of its underlying assets. To maintain or adjust 
its capital structure, the Company may, from time to time, change the amount of dividends 
paid to shareholders, return capital to shareholders by way of normal course issuer bid, issue 
new shares, or reduce liquid assets to repay other debt.  
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11. Segmented information 
 
The Company operated and managed its business in two operating segments during 2019– 
providing asset-based financial services to healthcare providers in the United States and 
medical billing for its customers in the United States. While the Company operates in two 
geographic areas, being the United States and Canada, substantially all revenues from 
external customers are earned in the United States.  In August 2019, the medical billing 
business was discontinued (Note 14). At November 30, 2020 and February 29, 2020 the 
Company operated and managed two segments being investment activities and providing 
asset-based financial services. 

 

12.  Net loss per share    
 

 Nine months ended 

November 30, 

2020 

November 30, 

2019 

      

Net loss from continuing operations $          (837,252) $         (304,630) 

Net income from discontinued operations $                       -  $          434,146 

Weighted average number of common shares 

diluted    33,788,824      33,785,152 

      

Net loss per share from continuing operations   

Basic  $              (0.02)  $          (0.01) 

Diluted  $              (0.02)  $          (0.01) 

 
Net income per share from discontinued operations   

Basic $                   - $           0.01 

Diluted $                   - $           0.01 
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13. Expenses by nature 
        

 Three months ended Nine months ended 

General and Administrative 

Expenses 

November 

30, 2020 

November 

30, 2019 

November 

30, 2020 

November 

30, 2019 

Included in general and 

administrative:  

  

   

Labor & consulting expenses  $       77,991  $ 70,632  $ 442,771   $ 514,112  

Legal & audit fees    36,680  11,614 119,842  40,816  

Facility leases - 22,511 - 53,641 

Public company expenses 46,962  - 125,233  109,662  

Reversal of revaluated tax  

assessment 
                         

-    -   (113,927) - 

General expenses 47,068  34,172 113,831  569,712  

Total General and Administrative 

Expenses  $      208,701   $  138,929   $687,750   $ 1,287,943 
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14.  Discontinued operations  

 
In August 2019, the Company decided to discontinue its billing operations. And therefore, no 

longer generated revenue from billing operations. 

 

Results of discontinued operations for the three and nine months ended November 30, 2020 

and November 30, 2019 are as follows: 

  
Three months ended     

November 30, 

          Nine months ended  

           November 30, 

 2020 2019 2020 2019 

Revenue     

Billing Service  $          -     $              -     $           -     $    527,074  

Total revenue - -                  - 527,074  

Expenses         

Depreciation      - - - 44,408 

Impairment of equipment - - - 48,520 

Total expenses -  - -  92,928 

Net income from discontinued operations  $         -     $   -      $          -      $    434,146   

 

Cash flows from discontinued operations for the nine months ended November 30, 2020 and 

November 30, 2019  are as follows: 

  Nine months ended November 30, 

 2020 2019 

      

Operating Activities     

      

 Net income  $          -   $          434,146   

 Non-cash items:      

Depreciation - 44,408 

Impairment of equipment - 48,520 

 Changes in operating assets and liabilities:      

    Billing receivables  -  (289,688)  

Net cash provided by discontinued operating activities $         -  $         237,386 
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15. Marketable Securities 

 

The fair value of marketable securities is based on quoted prices in active markets and are 

measured at level 1 in the fair value hierarchy.  

 

The investments comprise of the following equities and balances as at November 30, 2020 and 

February 29, 2020: 

 

Details Quantity Average 

cost 

Market 

price/ 

unit  

Total fair 

value  

November 

30,   2020 

Total fair 

value  

February 

29, 2020 

    $ $ $ $ 

Callable shares 10,000 32.41      29,96  299,621 331,831 

Short term bond ETF 2,900 63.45      63.17  183,476 190,838 

Publicly traded common shares 400 32.15      32.65  13,095 320,552 

Total investments       496,192 843,221 

 

For the marketable securities investments, the Company is exposed to general market risk as 

well as risk associated with the specific industries it as invested in. It is Management’s goal to 

maximize return while minimizing risk. However, there are additional risk factors at play 

with these investments. Specifically, the Company is exposed to enhanced risk related to the 

value of real estate and the value of and ratings of corporate and government debt. The 

majority of the Company’s debt exposure is related to debt issued by the United States 

Government substantially reducing credit exposure as the United States Government is 

evaluated by Management as having exceptional credit worthiness. All securities are for 

companies or Exchange Traded Funds listed in the United States. 

 

Description of security industry Value of holdings as at November 30, 

2020 

$ 

Real estate investment trust 299,621 

Bond exchange trade fund 183,476 

Other United States securities 13,095 
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16. COVID-19 

 
The Company’s operations could be significantly adversely affected by the effects of a 

widespread global outbreak of a contagious disease, including the recent outbreak of 

respiratory illness caused by COVID-19. The Company cannot accurately predict the impact 

COVID-19 will have on its operations and the ability of others to meet their obligations with 

the Company, including uncertainties relating to the ultimate geographic spread of the virus, 

the severity of the disease, the duration of the outbreak, and the length of travel and 

quarantine restrictions imposed by governments of affected countries. In addition, a 

significant outbreak of contagious diseases in the human population could result in a 

widespread health crisis that could adversely affect the economies and financial markets of 

many countries, resulting in an economic downturn that could further affect the Company’s 

operations and ability to finance its operations. 

 

In addition, the current pandemic and associated economic uncertainties could significantly 

adversely affect the ability of the Company to find and pursue new opportunities to grow its 

business.  The Company’s financial condition, liquidity and results of operations have been 

and will continue to be adversely impacted by these preventative actions and the disruption 

to our business and that of our suppliers and customers. As we cannot predict the duration 

or scope of the COVID-19 pandemic, the negative financial impact to our results cannot be 

reasonably estimated, but could be material. 
 

17. Contingencies 
 

From time to time, the Company may be involved in litigation relating to claims arising out 
of operations in the normal course of business. At November 30, 2020, there were no pending 
or threatened lawsuits that could reasonably be expected to have a material effect on the 
results of the Company's operations. There are also no proceedings in which any of the 
Company's directors, officers or affiliates is an adverse party or has a material interest adverse 
to the Company's interest. 
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18. Transaction Costs 

 
Transaction costs refers to the costs associated with the pending change of business as defined by 
the Toronto Stock Exchange, the proposed transaction to acquire SDP, and other deal related costs 
including due diligence, exploration, regulatory exploration and more. Such transaction costs are 
expensed immediately. 

 

19. Subsequent events 

 
On December 21, 2020, the Company announced it had completed changing its name to Salona 
Global Medical Device Corporation, had completed a 10 to 7.37 share consolidation, and 
completed a private placement with gross proceeds of $5,550,258.  
 
 


