


























































































































































































































REGULATION 33 FORMAT

Allsectech Ma!i1., lnc.
3F Marketl Ma.k€tl Bonilacio GlobalCjty Taquis City
March 31,2025

S.No. 3l March 2025 31 Marcn 2024 3l March 2025

1

2
Revenue F.om Services Randered 329.020 914

(2,615,283)
342.979.446

12,181.675
269,044,056

1.115,808
1.271.427 205

1,909.082
900 447 744

11,716.485

3 326.405,631 355,161.121 270,159 864 1.273.736.244 912_204 269

Employee benerils expens€

Deprecialion and amodization expens€

3,273,936
208,370,709

4,557,636
u.224.351
23,598,732

4,E34,046
195,459,714

1,461,557
23,174,224
27,981.339

3,041,906
152.397,405

2,444 624
20.491 762
23.376.366

16,724 359
766,025,356

10,791043
102,859147
102.265,792

10,444 294
47a,064,451

4.022.564
62.422.673
88.419.835

274,025.364 252,914 881 202196 A6T 998,665 697 645,77T A1E

5
6

Proliv(loss) beiore excrplional ilems and lax ($4) 52,380.257 102,246,240 67.963 797 275.470.591 266_426.451

ProfiU(loss) belore lar ls-6) 52.380_267 1A2 246 240 67.963 797 275A70.591
I

10.192.010 12 374.774 8.568 584 41 A22_895 31 433.026

9 Prolil (Loss)lor the perod rrom conlinu,.q opefalions (7-8) 42188.257 89 871 466 59.395.113 234 A47 .695 234 993,425
10
11

P.onu(loss) trom disconlinued operalions
Tax exp€nse of discontinlred oDeranons

12 P.onu(loss)l.om Disconli^ued ope,ations €fler lax (1Gl1)

t3 Pronv(loss)lor the Deriod (9+12) 42148,257 89 871466 59,395.113 2J4.447.695 234 993 425
Olher Comprehensive lncome
A (i) liems thal willnol be redassified lo protit or loss

(ii) lncorne iax rclaling to items lhal will nol be redassilied

B (i) ltems that will be .eclassitied lo prcIit or loss
(ii)lncome lax rcTaling lo ilems ihal wllb€ reciassilied to

247 382 .1442,777) t67O 927) (1.815.546)

15 Total Comp.ehensive lncome tor the ps/iod
{13+14)(Compnsing Prolil (Loss) and Olher Comprehonsive
lncome for the en6dl 42 395 639 89.871,466 58 352,336 233,376 768 233.177.479

16 Eahings p6r €quity lharc (forconlinuing operaiions)
(1) B€sic
(21Oilured

111
111

72
72

247
2A7

287
2e7

17 Eamings p€r equity sharc {for ai+conlinuoO operatons)
(1) Aaslc
(2) Dilured

't8 Eamings pe, equily shar6 (for dis-cooliflu6d and continuing

(1) Basic
(2) Dilded

52
52

111

117
72
72

287
247

287
287

A,%
s tr n es 11 nl.lKc o m r.,rx
Country Manager
Allscctech Manila. Inc.

Placcr Manil4 Phillipines
Date:

| 266 426.451

L



A! $l.r.h 31.2025 rnd rola

D.! Cun - OiI.. Equ'ph.nr

De! Cum - Le,schoLd Impro!.menl

l-.sehold lm!6v..Enr $lP

a!- ComDLl.r.ou'onBmnt

Ad\ance- Ifrp,en Accounr

FoG'F Cutrencv R...'vable
Pr.m'!mon Fo'Mrd Cont.cr A/.

P'epa'dEeeni.s Inslr c. Oi\e6

P.oe$.n forrlnbLlled Re!que IBS
Prornon fo, Doubifli d.bE

BDO Un,bmkln. 002060125373

Ch'naB krE 00100011161I

AccumuLar.d Olhfl ComDreh.ns've In.om.
Trad. C.ednou - Ericorl

W hhold'n!Tii Prvablc - Exoanded (1.291,533)

wirhhold'ns Tax Piv.ble - comp.nsaron

Prcve.is aor In.ofr.Trr

ror.'i,l Curency P.!rbl.

Slck l-eale En.ashmdir Pavable

{ l,l3 r,l r r.lrr)

PV olFI SD ,nd AS Orherlncome

For.o Erhare &.d Gan Accour (t.0rr,127)
IDC Fore'qn ?xchur. loss

Cor..mdor $lary&remudaron

Asd'are Empro!!c Soc$ Conhburo
D,r.n Con'mun,Qton.xDen*s
D$rcoanon ROtJ tlu' d'nqles.
Deprc.'aton Compur.'.qu'pmsmr
Dr.d Re.r offi.. /Cud HoBe / Cmn
Dd.d Elechc'ty.xpas6
Dtr.d Rcnr lnd AS l16 L..s
lnt.r.s.xpens. ln,l AS ll6lea6
Depr.craion Comourer Soft*are

I



Co,. enploE. llrh nonrh sal.n6

SSS,Ph'lh.ilrh,Pa(rbrr Cont'6urcn

IDC S&F kain'ns exDsss
T.l.pho.e R.'nbu6em.ns I t0t

l)enccraron fum urc aid r'xtores
D.nrec, ,oi . Otlic. Eau,on,.nr
Deorec,ahon. L.&hold lmDrovem.ir

IDC ElcdnoryE)penses
IDC Reo 6 rnd n,3'nh'trmce
IDC O$.r rav.lexD.6s.
IDC Pnn.nsA nahon.n

IDar Olh.,l)aa.e E$u,r.s

IDC M6..ll.n6N .rp.!s$

IDC O$., o,ofdseo.al fc.
llrc Ponalc& cour chrrees

IDC Bad d.hu Nnnen ofi
Assooar. emp llrh 6onrh salanes

":.:ffm.
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Allsectcch l{anih Inc.
Iialsnce Sheet
(Allanounts are in PHP, unless olherwise staled)

Sch(du lcs \larth 3l 2025 ]tarch 3l 202t

llquity end liabilities

Shareholders'funds
Sharc capilal
llcscrves and surplus

I

2

81,250,000
3',7 3 ,5 t2,647

E r,250.000
257.6 r 5,383

151,162,641 338,865,3ri1

Non-clrrrent liabilities
t,ease Liability
Relircment Liahilitv

239,311,947
r 7,821,99 r

93.406.436
t2,710,062

257,139,938 106,176,,198

Current li{bilili€s
Sundry creditors - others
Sundry creditors - non Trade
Accrued salaries and benefits
Lease liability
Provision for taxation

Other liabil,ties

4

4

4

4

4

4

62,104.183
I,104,404
6,264,553

48,335,613
r 0,138,91?
I I,r08,694

21,548328
56E,446

7,983,85"1

41.609,E93
8,568,580

10,050,1r9
139,656,361 102,329,223

.lbtal 851,558,9,19 547,371,104

Non-curr€nt xssets

Fixed assets

Other non-current assets

383.132,985
21 ,685,268

2 | 5,348.858
r 6,863,560

5

6

410,818,253 232,212,1111

Current assets

Cash and bank balances

Trade receivables
Short-term loans and advances

Prepayments and other curent assets

I t2,740,852
310.699,162

t2,237,971
5,062,708

8

7

9
t0

93.352,6,t I

212.948.,140

962.1t 4

7,895,490
,1.10,7,10,696 315,t5t,686

I otal 851,558,9't9 5.t7,371,10.t

As per our Report ofeven date ['o r Allsectech Ntanila Inc.

p,
RESHslI RAJAGOPAI,AN

Country Manager
Allsectech Manila,lnc

Place: Manila, Phillipines
Datei



 llscctcch Manilx Inc.
S.hcdu16 ro the finrn.ielSt l.m.nts

Ntarch 31,2025 March 31.202.1

Sh.rc C.pitsl

Capiial Stocks - Common 8t.250.000 81.250.000

81.t50.000 Er,250.000

2 Rcsen6 and Surphrs

Reserves and surplus

Drvidends

R€measurement gain on retiremenl liability - OCI

257,615.383

214,047,695
(l I7.479,S05)

1670,927\

296.501.448

234,993,42s
(272.065.944)

(t.815.546)

Ncr rc\cruE antl \umlus rn lhc nJr(,nenl oi prot,i and loss 371,512,647 257.615.38f,

I Olhrr Long-T.m Li{biliti6

Lease Liability 239,31'1941

17,821.991

93,406.436

12.770.062

257.119.918 t06.176.{98

4 Currctrl liabiiilies

Sundry credilors - non lrade

Sundry creditors - olhers
Accrued salaries and benefib
Lease Iiability
Provision for laxanon

Orher liabilities

I,I04,404
62,704.t81
6,264,553

48,335,613
t0,Il8,9l7
I I, t08.694

568,4,+6

27.518.328
7,983,857

47,609,893
8,568,580

10.050.1I9

119,656.16,1 102329,22J

Property and equipment
Right-of-use asset

Intangible alset

Accumulared depreciarion

317,756,402
426.555,31t

t3,896,148
(175,074,896)

263,006.665

212.949.814

I 1,608, t48

{272.2t5,768)

383,1.12,985 2rs,148,8s8

6 Olhcr Non-curr.ol Assets

Other financial assels - non current 27,685,268 16,863,560

I



Alls€ctech Ntanila In(.
Schedulcs lo lhe rinrtrciil Slatemeots

II'rch.l!,2025 Mir.h.ll.2024

7 Currcnt trrde receirablc (trnsecured)

Consider€d good

Al,owance for expecled cr€dit losses

l B.9 n.l07
(t.211.945)

2 t7,15 t,678
(4,401,238)

.l!0,699,r62 2r2,918,440

E Cast end brnk balatrces

- i. cunent accounts

35,000

n2,705,852

35,000

93,117,641

u2.7{0.852 9.}..t52,6{t

9 Shorl-.crm loans and advrnces (tinsccured, considered good unless statcd olncrwis€)

Advanc€s recovembl€ in cash o. in kind or for value to b€ receaved

Loan lo subsidiary I 12,445

889.222

72,893

12,237,974 962,11{

l0 Prep.ym$k rnd olh.r.orrcnt assets

Pr€paymenls and other current assets 5.062,708 7,895,490

5.062.70E 7,It95,:190

s ,\ (; oP.\ L..\\
Country Manager
Allseclech Manila. Inc.

Place Manila, Phrllrpines
Dare

NM



Allse.t..h M!nil, Irc.
S.hedtrle. lo lh. Firan.i.l Strl.ments

For lh. lerr.nd.d For the lrf,r ended
NIarch.ll 2024 \larrh ll 2021

ll Other In.omc - nct

Interesl

Others

5.231,128
(3.322,244\

962,205
10,75,1,280

1.909.082 r I,7r 6,185

l2 Emplo)'er costs rnd bencfits

Salarics, $ages and allowances

Recruitmenl and lraining
694.785,699

I I, r06,492
40, t33,r65

44 t.898,010
t 5,407,218
20,759,222

766.025.356 t7tt.061.J5l

l3 Other expcoses

Rent and amenitics
Electricity
Professional and consullancy chrrges
Travel and conveyance

Tetephone
Repairs and mainlenance

- Plant and machinery
- Others

Rates and taxes
Miscellancous expenses
Other selling expenses

Insurance

23,216,786
26,3't3,840

1.414,560
11.942,981

16.724,359

15,211,251

22,846,090
2.600,659

22,505,480
1o,448.291

4.220,255
t4,t 8 t,8 t?
1,502.123
t.748,543
(948,875)

6l1,656

1,041,520
8,495,211
5,360,215

3,048.080
4.745,675

499.618

I t8,990,151 98.ti68,129

l4 Finance co$ts

Bank charges
Interesl - others

178.214
t0.612.829

90,949
5,931,615

A
SURESII RAJ ,\(;oPALAN
Country Mana.eer
Allsectech Manila. Inc

Place: Manila, Phillipines
Date:

| 0,791 ,013 6.022.561

l
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Allsectech Nlanila Inc.
Stat€ment of Comprehensive lncome
/Al! anounts are PHP. unless othentise slaled)

For the year ended For the year ended

Schedules March 3l 2025 luarch 3l 2021

lnconrc

Rovcnuc liom operations(net)
Othcr income - net ll

I ,271,821,206
1,909,082

900.487.784
11,716.485

Total revenue (I)

Expenses

Employee cost and benefits
Other expenses

1,213,136,288 912,204,269

t2
rl

166.025,356
I18,990,15t

478.064.45 |
98.868.129

'l otrl (ll) 885,015,507 576,932,580

Earnings before interest, tax, depreci.tion end
emortizetion (EBITDA) (I) - (ID
F'inarce costs

388,720,780 135,271,689

I] 10,791,043

102,859,t47
6,022.564

62.822,673I)epreciation and amortization e\pense
Profit before tar 275,070,591 266,{26,451

41.022.895 3 t.433.026

Provision for taxation
Currcnt tax

Profit for the quarler 234,047,695 234,99J,125
Itcm th,rt will not bc Reclassifi€d

Subsequcntly to Profit or Loss
Iicmcasurcmcnt gain(loss) on deiined benefit obli ga(ion 2 (670.92'7) ( 1 .81 5,546)
'l'otal ComDrehensive Income 213,J76,768 233,111,879

As per our Report ofeven date For Allsectech trIanila Inc,

AM
SURESH RAJAGOPALAN
Country Manager
Allsectech Marila. Inc.

Place: Manila, Phillipines
Date:
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INDEPENDENT AUDITOR�S REPORT 

To the Board of Directors of 
MFXchange Holdings, Inc. and Subsidiary 

Adverse Opinion 

We have audited the accompanying consolidated financial statements of MFXchange Holdings, Inc. 
and Subsidiary (the �Company�), which comprise the consolidated balance sheets as of March 31, 
2025 and 2024, and the related consolidated statements of operations, stockholders� deficit, and cash 
flows for the years then ended, and the related notes to the consolidated financial statements. 

In our opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion 
section of our report, the consolidated financial statements referred to in the first paragraph do not 
present fairly the consolidated financial position of MFXchange Holdings, Inc. and Subsidiary as of 
March 31, 2025 and 2024, or the results of its operations or its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 

Basis for Adverse Opinion 

As more fully described in Note 1 to the consolidated financial statements, the Company has not 
consolidated its subsidiary, Brainhunter Systems Ltd. In our opinion, accounting principles generally 
accepted in the United States of America require such investment to be consolidated in these 
consolidated financial statements. The investment in Brainhunter Systems Ltd. is accounted for on a 
cost basis. Had Brainhunter Systems Ltd. been consolidated, many elements in the accompanying 
consolidated financial statements would have been materially affected. The effects on the 
consolidated financial statements of the failure to consolidate have not been determined. 

We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Our responsibilities under those standards are further described in the Auditor�s 
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are 
required to be independent of the Company and to meet our other ethical responsibilities in 
accordance with the relevant ethical requirements relating to our audits. We believe that the audit 
evidence we have obtained is sufficient and appropriate to provide a basis for our adverse audit 
opinion. 

Responsibilities of Management for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with accounting principles generally accepted in the United States of 
America, and for the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of consolidated financial statements that are free from material 
misstatement, whether due to fraud or error. 

In preparing the consolidated financial statements, management is required to evaluate whether there 
are conditions or events, considered in the aggregate, that raise substantial doubt about the 
Company�s ability to continue as a going concern within one year after the date that the consolidated 
financial statements are available to be issued. 



Auditor�s Responsibilities for the Audit of the Consolidated Financial Statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financial 
statements as a whole are free from material misstatement, whether due to fraud or error, and to issue 
an auditor�s report that includes our opinion. Reasonable assurance is a high level of assurance but 
is not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with 
generally accepted auditing standards will always detect a material misstatement when it exists. The 
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from 
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control. Misstatements are considered material if there is a substantial likelihood 
that, individually or in the aggregate, they would influence the judgment made by a reasonable user 
based on the consolidated financial statements. 

In performing an audit in accordance with generally accepted auditing standards, we: 

Exercise professional judgment and maintain professional skepticism throughout the audit.

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to those
risks. Such procedures include examining, on a test basis, evidence regarding the amounts
and disclosures in the consolidated financial statements.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company�s internal control. Accordingly, no such opinion
is expressed.

Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the consolidated financial statements.

Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Company�s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control related 
matters that we identified during the audits. 

Raleigh, North Carolina 
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2025 2024

Current assets:

Cash and cash equivalents 736,619$           486,552$           

Accounts receivable 4,217,068          4,214,646          

Contract assets 1,378,531          1,245,722          

Prepaid expenses 739,843             776,287             

Loan receivable related party, current portion 4,011,040          4,014,247          

Total current assets 11,083,101        10,737,454        

Property and equipment, net 816,675             1,740,977          

Software in development - 307,104

Right-of-use assets, net 55,600 111,201

Software costs, net 2,300,847          488,223

Investment in unconsolidated subsidiary 2,690,101          2,690,101          

Deferred tax assets 442,000             442,000             

Other investments 250,000             250,000             

Total assets 17,638,324$      16,767,060$      

Current liabilities:

Accounts payable 5,477,206$        4,045,949$        

Accrued expenses 2,229,977          2,225,682          

Contract liabilities 45,839 - 

Other liabilities - 73,458

Finance lease, current portion 2             184,196

Operating lease liability, current portion 61,102 55,474

Term loan facility, current portion 4,546,274          4,654,156          

Total current liabilities 12,        11,238,915        

Operating lease liability, long-term portion - 61,102

Finance lease, long-term portion              - 

Total liabilities 12,827,355        11,300,017        

Commitments and Contingencies (See Note 11)
Equity:

Class A redeemable preferred stock, unlimited shares authorized, 
    1 share issued and outstanding as of March 31, 2025 and 2024

7,123 7,123

Class B redeemable preferred stock, unlimited shares authorized, 
    1 share issued and outstanding as of March 31, 2025 and 2024

2,690,101          2,690,101

Redeemable noncontrolling interest 3,551,412          3,551,412

Stockholders' deficit:

Common stock, unlimited authorized, 1,211 issued and 

outstanding, par value $2,101 2,544,492          2,544,492          

Additional paid-in capital 37,019,210        37,019,210        

Accumulated deficit (41,001,369)       (40,345,295)       

Total stockholders' deficit (1,437,667)         (781,593)            

Total liabilities and stockholders' deficit 17,638,324$      16,767,060$      

MFXCHANGE HOLDINGS, INC.

CONSOLIDATED BALANCE SHEETS

LIABILITIES AND EQUITY

ASSETS

AS OF MARCH 31, 2025 AND 2024
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2025 2024

Revenue, net 28,500,208$      29,596,481$      

Operating expenses:

Salaries and related benefits 9,251,761          9,588,225          

Outside services 11,705,364        10,277,963        

Hardware and software costs 4,531,834          4,994,467          

Depreciation and amortization 2,311,961          1,994,193          

General and administrative 1,298,308          1,361,308          

Facility costs 83,931 93,583 

  Total operating expenses 29,183,159        28,309,739        

(Loss) income from operations (682,951)            1,286,742          

Other expense:

Financing expenses, net (73,243) (188,623)            

(Loss) income before (benefit from) provision for income taxes (756,194)            1,098,119          

Benefit from (provision for) income taxes 100,120             (147,175)            

Net (loss) income (656,074)$          950,944$           

MFXCHANGE HOLDINGS, INC. CONSOLIDATED 

STATEMENTS OF OPERATIONS

 MARCH 31, 2025 AND 2024

4



Additional Accumulated

Shares Amount Paid-in Capital Deficit Total

Balance as of April 1, 2023 1,211         2,544,492$     37,019,210$    (41,296,239)$  (1,732,537)$     

Net income -             - - 950,944           950,944           

Balance as of March 31, 2024 1,211         2,544,492       37,019,210      (40,345,295)    (781,593)          

Net loss -             - - (656,074)         (656,074)          

Balance as of March 31, 2025 1,211         2,544,492$     37,019,210$    (41,001,369)$  (1,437,667)$     

MFXCHANGE HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' DEFICIT

FOR THE YEARS ENDED MARCH 31, 2025 AND 2024

Common Stock
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2025 2024

CASH FLOWS FROM OPERATING ACTIVITIES:

    Net (loss) income (656,074)$          950,944$           

    Adjustments to reconcile net (loss) income to net cash provided by

       operating activities:

    Depreciation and amortization 2,311,961          1,994,193          

    Non-cash operating lease expense 16,446 5,375 

    Changes in assets and liabilities:

    (Increase) decrease in:

    Accounts receivable (2,422) (1,453,801)         

    Contract assets (132,809)            (275,114)            

    Prepaid expenses 36,444 52,132 

       Deferred tax assets - - 

    Increase (decrease) in:

    Accounts payable 1,431,257          1,567,170          

    Accrued expenses 4,295 (1,601,222)         

    Contract liabilities 45,839 (427,415)            

    Other liabilities (73,458) 73,458 

NET CASH PROVIDED BY OPERATING ACTIVITIES 2,981,479          885,720             

CASH FLOWS FROM INVESTING ACTIVITIES:

Net proceeds from loans to related party 3,207 301,136             

Purchase of software (2,096,110)         - 

Purchase of property and equipment (346,431)            (311,181)            

NET CASH USED IN INVESTING ACTIVITIES (2,439,334)         (10,045) 

CASH FLOWS FROM FINANCING ACTIVITIES:

Repayment of term loan (1,206,792)      (1,655,990) 

Net proceeds from working capital loan 1,098,910        - 

Principal payments on notes payable and capital lease obligations (184,196) (832,577) 

NET CASH USED IN FINANCING ACTIVITIES (292,078)            (2,488,567)         

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 250,067             (1,612,892)         

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 486,552             2,099,444          

CASH AND CASH EQUIVALENTS, END OF YEAR 736,619$           486,552$           

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

   Interest paid 126,148$           -$  

SUPPLEMENTAL DISCLOSURES OF NON-CASH FINANCING ACTIVITIES:

    Operating right-of-use assets obtained in exchange for operating lease liabilities -$  166,803$           

    Finance right-of-use asset obtained in exchange for finance lease liabilities $           226,160$           

MFXCHANGE HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED MARCH 31, 2025 AND 2024
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 1 � SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Business and Organization 

MFXchange Holdings, Inc., (the �Company�) a Canadian corporation, was incorporated on December 
17, 2001. The Company, together with its subsidiary MFXchange US, Inc., provides customized 
datacenter and infrastructure services including private cloud offerings, across various industries. In 
addition, the Company provides end-to-end commercial technology applications and business process 
outsourcing solutions to the property and casualty insurance industry. On January 24, 2019, the 
Company acquired 100% of the equity interest in Brainhunter Companies LLC (�Brainhunter�), from a 
related party. Brainhunter was organized on December 19, 2012 in the United States, and provides 
primarily staffing and consulting services in the information technology and engineering sectors. 

A summary of the significant accounting policies applied in the preparation of the accompanying 
consolidated financial statements are as follows: 

Basis of Presentation 

The consolidated financial statements include the Company and its wholly-owned subsidiaries, and 
reflect all adjustments (all of which are normal and recurring in nature) that, in the opinion of 
management, are necessary for a fair presentation of the periods presented. All inter-company 
balances and transactions have been eliminated in consolidation. 

Liquidity and Management�s Plans 

As shown in the accompanying consolidated financial statements, the Company had a net operating 
loss, a working capital deficit and significant accumulated deficits for the year ended March 31, 2025. 
The  parent company plans to provide continuous financial support to ensure the Company can fulfill 
their obligations for at least 12 months from the date of which the consolidated financials are available 
for issuance. 

Investment in Unconsolidated Subsidiary 

On April 1, 2019, the Company acquired an eighty-one percent (81%) interest in Brainhunter Systems 
Ltd. from Quess Corp (USA), a related party, for one share of Class B redeemable preferred stock. 
On the date of acquisition, the investment was valued at $2,690,101. As of March 31, 2025 and 2024, 
the carrying value of this investment was $2,690,101. 

Accounting principles generally accepted in the United States ("U.S. GAAP") require that majority-
owned subsidiaries should be consolidated in the financial statements. The Company has not 
consolidated Brainhunter Systems Ltd. and its subsidiaries. The investment in Brainhunter Systems 
Ltd. is accounted for on a cost basis. Had Brainhunter Systems Ltd. been consolidated, many elements 
in the accompanying consolidated financial statements would have been materially affected. The 
effects on the consolidated financial statements of the failure to consolidate have not been determined. 
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 1 � SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Use of Estimates 

The preparation of the accompanying consolidated financial statements in conformity with U.S. GAAP 
requires management to make estimates and assumptions about future events that affect the amounts 
of assets and liabilities reported, disclosures about contingent assets and liabilities, and reported 
amounts of revenues and expenses. Significant items subject to such estimates include revenue 
recognition, the useful lives of property and equipment, contract assets (unbilled revenue), allowance 
for credit losses, valuation allowance for deferred tax assets, capitalized software, investments, long-
lived assets, contract liabilities (deferred revenue), fair value of right-of-use assets, and commitments 
and contingencies. These estimates and assumptions are based on management�s best estimates 
and judgment. Management regularly evaluates its estimates and assumptions using historical 
experience and other factors; however, actual results could differ significantly from these estimates. 

Revenue Recognition  

The Company recognizes revenue in accordance with Financial Accounting Standards Board 
("FASB") Accounting Standards Codification ("ASC") 606, Revenue Recognition (�Topic 606�). A five- 
step analysis must be met as outlined in Topic 606 before revenue can be recognized: (1) identify the 
contract with the customer, (2) identify the performance obligations in the contract, (3) determine the 
transaction price, (4) allocate the transaction price to the performance obligations, and (5) recognize 
revenue when (or as) performance obligations are satisfied. Provisions for discounts and rebates to 
customers, estimated returns and allowances, and other adjustments are provided for in the same 
period the related sales are recorded. The Company defers any revenue for which the product has not 
been delivered or is subject to refund until such time that the Company and the customer jointly 
determine that the product has been delivered or no refund will be required. 

The Company derives a significant amount of its revenues from recurring revenue streams, consisting 
primarily of (1) co-location, which includes the licensing of cabinet space and power; (2) 
interconnection offerings; (3) managed infrastructure services and (4) application management 
services. The remainder of the Company�s revenues are from non-recurring revenue streams which 
primarily consist of professional services. 

The Company's customers generally execute contracts with terms of one year or longer, which are 
referred to as recurring revenue contracts or long-term contracts. These contracts generally commit 
the customer to a minimum monthly level of usage with additional charges applicable for actual usage 
above the monthly minimum commitment. The Company defines usage as customer data sent or 
received using its content delivery service, or content that is hosted or cached by the Company at the 
request or direction of its customer. The Company recognizes the monthly minimum as revenue each 
month provided that an enforceable contract has been signed by both parties, the service has been 
delivered to the customer, the fee for the service is fixed or determinable, and collection is reasonably 
assured. Should a customer�s usage of the Company's services exceed the monthly minimum 
commitment, the Company recognizes revenue for such excess in the period of the usage. For annual 
or other non-monthly period revenue commitments, the Company recognizes revenue monthly based 
upon the customer�s actual usage each month of the commitment period and only recognizes any 
remaining committed amount for the applicable period in the last month thereof. 
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 1 � SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Revenue from bandwidth and equipment sales is recognized on a gross basis in accordance with the 
accounting standard related to reporting revenue gross as a principal versus net as an agent, primarily 
because the Company acts as the principal in the transaction, takes title to products and services and 
bears inventory and credit risk. To the extent the Company does not meet the criteria for recognizing 
bandwidth and equipment services as gross revenue, the Company records the revenue on a net 
basis. 

The Company occasionally guarantees certain service levels, such as uptime, as outlined in individual 
customer contracts. To the extent that these service levels are not achieved, the Company reduces 
revenue for any credits given to the customer as a result. The Company generally has the ability to 
determine such service level credits prior to the associated revenue being recognized, and historically, 
these credits have generally not been significant. There were no significant service level credits issued 
during the years ended March 31, 2025 and 2024. 

Contract liabilities (deferred revenue) consist of payments received in advance of revenue recognition 
and are recognized as the revenue recognition criteria are met. Amounts are recorded as contract 
liabilities, and accounts receivable when the Company has a legal right to enforce the contract. 

Cost of Revenue 

Cost of revenues consists primarily of outside services and hardware costs related to fees paid to 
network providers for bandwidth and backbone, costs incurred for non-settlement free peering and 
connection to internet service provider networks and fees paid to data center operators for housing 
network equipment in third-party network data centers, also known as co-location costs. Cost of 
revenues also includes leased warehouse space and utilities, depreciation of network equipment used 
to deliver the Company�s content delivery services, payroll and related costs, and share-based 
compensation for its network operations, and professional services personnel. 

The Company enters into contracts for bandwidth with third-party network providers. These contracts 
generally commit the Company to pay minimum monthly fees plus additional fees for bandwidth usage 
above contracted minimums. A portion of the global computing platform traffic delivery is completed 
through direct connection to internet service provider networks, called peering.  

Concentration of Credit Risk 

Financial instruments that potentially subject the Company to concentrations of credit risk consist of 
cash, cash equivalents, and accounts receivable. The Company maintains its cash and cash 
equivalents with high quality financial institutions. The Company is exposed to credit risk for cash held 
in financial institutions in the event of a default to the extent that such amounts are in excess of 
amounts that are insured by the Federal Deposit Insurance Corporation (�FDIC�). The Company had 
$573,244 and $334,941 of uninsured cash as of March 31, 2025 and 2024, respectively. 
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 1 � SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Cash Equivalents 

The Company considers all highly liquid investments purchased with an original maturity date of three 
months or less to be cash equivalents. 

Accounts Receivable and Allowance for Credit Losses 

The Company performs ongoing credit evaluations of its customers. Accounts receivable are recorded 
at invoiced amounts, net of the Company�s estimated allowances for credit losses. The allowance for 
estimated credit losses is estimated based on an assessment of the Company�s ability to collect on 
customer accounts receivable. The Company regularly reviews the allowance by considering certain 
factors such as historical experience, industry data, credit quality, age of accounts receivable 
balances, and current economic conditions that may affect a customer�s ability to pay. In cases where 
the Company is aware of circumstances that may impair a specific purchaser�s ability to meet their 
financial obligations, the Company records a specific allowance against amounts due from the 
customer and thereby reduces the net recognized receivable to the amount the Company reasonably 
believes will be collected. There is judgment involved with estimating the Company�s allowance for 
estimated credit losses and if the financial condition of its customers were to deteriorate, resulting in 
their inability to make the required payments, the Company may be required to record additional 
allowances or charges against revenues. The Company writes off accounts receivable against the 
allowance when it determined a balance is uncollectible and no longer actively pursues collection of 
the receivable. The Company�s accounts receivables are not collateralized by any security. Based 
upon review of the outstanding accounts receivable, the Company has not recorded any reserve for 
allowance for credit losses as of March 31, 2025 and 2024 as it is considered immaterial. 

Property and Equipment 

Property and equipment are stated at cost less accumulated depreciation and amortization. 
Depreciation is calculated on a straight-line basis over the estimated useful lives of the assets. 
Maintenance and repairs that do not extend the life or improve an asset are expensed in the period 
incurred. The estimated useful lives of property and equipment are as follows: 

Computer hardware 3 - 7 years 
Furniture and fixtures 5 - 7 years 
Leasehold improvements Shorter of lease term or estimated useful life 

Fair Value of Financial Instruments 

The Company�s short-term financial instruments, including cash, accounts receivable, contract assets, 
prepaid expenses, other assets, accounts payable, accrued expenses, and contract liabilities, consist 
primarily of instruments without extended maturities, the fair value of which, based on management�s 
estimates, reasonably approximate their book value. The fair value of the Company�s capital leases 
and other debt obligations are based on management estimates and reasonably approximates their 
book value. 
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 1 � SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Software Costs 

In accordance with ASC 985-20, Accounting for the Costs of Computer Software to be Sold, Leased 
or Otherwise Marketed, the Company capitalizes certain costs related to the development of new 
software products or the enhancement of existing software products for use in our product offerings. 
These costs are capitalized from the point in time that technological feasibility has been established, 
as evidenced by a working model or detailed working program design to the point in time that the 
product is available for general release to customers. Capitalized development and software 
purchased costs are amortized on a straight-line basis over the estimated economic lives of the 
products, beginning when the product is placed into service. The estimated useful life of software is 
three years. The Company periodically evaluates whether events or circumstances have occurred that 
indicate that the remaining useful lives of the capitalized software development costs should be revised 
or that the remaining balance of such assets may not be recoverable. 

Investments 

The Company holds an investment in a privately held company which has no readily determinable fair 
value. Since the Company does not have significant influence, the investment is accounted for using 
the cost method. The Company assesses its long-term investments for other-than-temporary 
impairment by considering factors including, but not limited to, current economic and market 
conditions, operating performance of the companies, including current earnings trends and 
undiscounted cash flows, and other company-specific information. The fair value determination, 
particularly for investments in privately-held companies, requires significant judgment to determine 
appropriate estimates and assumptions. Changes in these estimates and assumptions could affect 
the calculation of the fair value of the investments and determination of whether any identified 
impairment is other-than-temporary. As of March 31, 2025 and 2024, the carrying value of this 
investment was $250,000 and included in other investments in the accompanying consolidated 
balance sheet. There were no impairments recorded during the years ended March 31, 2025 and 
2024. 

Foreign Currency Translation 

The Company translates the foreign currency financial statements of its foreign subsidiaries in 
accordance with the requirements of FASB ASC 830-10, Foreign Currency Translation. Assets and 
liabilities are translated at current exchange rates, and related revenue and expenses are translated 
at average exchange rates in effect during the period. Resulting translation adjustments are recorded 
as a separate component in stockholders' deficit, where applicable. Foreign currency transaction gains 
and losses are included in the accompanying consolidated statements of operations and were not 
material for the years ended March 31, 2025 and 2024. 
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 1 � SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Income Taxes 

The Company follows FASB ASC Subtopic 740-10, Income Taxes (�ASC 740-10�) for recording a 
provision for income taxes. Deferred tax assets and liabilities are computed based upon the difference 
between the financial statement and income tax basis of assets and liabilities using the enacted 
marginal tax rate applicable when the related asset or liability is expected to be realized or settled. 
Deferred income tax expenses or benefits are based on the changes in the asset or liability during 
each period. If available evidence suggests that it is more likely than not that some portion or all of the 
deferred tax assets will not be realized, a valuation allowance is required to reduce the deferred tax 
assets to the amount that is more likely than not to be realized. Future changes in such valuation 
allowance are included in the provision for deferred income taxes in the period of change. Deferred 
income taxes may arise from temporary differences resulting from income and expense items reported 
for financial accounting and tax purposes in different periods.  

As of March 31, 2025 and 2024, the Company does not believe that it has taken any positions that 
would require the recording of any additional tax liability, nor does it believe that there are any 
unrealized tax benefits that would either increase or decrease within the next year. The Company 
believes that its tax positions comply with applicable tax rates and that the Company has adequately 
provided for tax matters for the years ended March 31, 2025 and 2024. 

The Company is subject to routine audits by taxing jurisdictions, however, there are currently no audits 
for any tax periods in progress. Management believes it is no longer subject to income tax 
examinations for tax years prior to the year ended March 31, 2022. 

NOTE 2 � SOFTWARE COSTS 

Capitalized software costs primarily include third-party software. As of March 31, 2025 and 2024, the 
carrying value of software costs was $2,300,847 and $488,223, respectively. During the years ended 
March 31, 2025 and 2024, the Company recorded amortization expense related to software assets 
totaling $590,590 and $419,970, respectively. 

NOTE 3- ACCOUNTS RECEIVABLE, CONTRACT ASSETS AND CONTRACT LIABILITIES 

Contract balances are included in the accompanying balance sheets under the following captions at: 

March 31, March 31, April 1,

2025 2024 2023

Accounts receivable 4,217,068$     4,214,646$     2,760,845$    

Contract assets 1,378,531$     1,245,722$     970,608$       

Contract liabilities 45,839$          -$               427,415$       
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 4 � PROPERTY AND EQUIPMENT 

As of March 31, 2025 and 2024, property and equipment consisted of the following: 

Depreciation expense was $1,721,371 and $1,574,223 for the years ended March 31, 2025 and 2024, 
respectively. 

NOTE 5 � RIGHT-OF-USE ASSETS AND LEASE LIABILITY 

The Company leases certain of its properties under leases that expire on various dates through March 
2026.  

In adopting ASC Topic 842, Leases (�Topic 842�), the Company has elected the �package of practical 
expedients�, which permit it not to reassess under the new standard its prior conclusions about lease 
identification, lease classification and initial direct costs. The Company did not elect the use-of-
hindsight or the practical expedient pertaining to land easements; the latter is not applicable to the 
Company. In addition, the Company elected not to apply Topic 842 to arrangements with lease terms 
of 12 months or less. In determining the length of the lease term to its long-term lease, the Company 
determined not to consider embedded renewal options of 5 years and two consecutive periods of 5 
years each in the Ridgefield Park, New Jersey and Bridgewater, New Jersey leases primarily due to 
i) the renewal rate is at future market rate to be determined and ii) the Company does not have
significant leasehold improvements that would restrict its ability to consider relocation.

At lease commencement dates, the Company estimated the lease liability and the right-of-use assets 
at present value using the Company�s estimated incremental borrowing rate to determine their initial 
present values at inception.  

2025 2024

Computer hardware 15,708,399$   14,911,329$   

Leasehold improvements 2,752,340    2,752,340    

Furniture and fixtures 378,220   378,220    

Total cost 18,838,959  18,041,889  

Less: accumulated depreciation (18,022,284)   (16,300,912)   

Property and equipment, net 816,675$    1,740,977$     
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 5 � RIGHT-OF-USE ASSETS AND LEASE LIABILITY (continued) 

Other supplemental information related to operating leases includes the following as of March 31: 

2025 2024
Weighted-Average Remaining Contractual Lease Term: 
   Operating Leases .4  1.5 

Weighted-Average Discount Rate: 
   Operating Leases 4%  4% 
Operating cash outflows from operating leases $    46,408 $   15,078 
Operating leases assets obtained in exchange for lease obligations $    - $   166,803

During the years ended March 31, 2025 and 2024, the Company recorded $78,323 and $77,159, 
respectively, as lease expense in facility costs on the accompanying consolidated statements of 
operations. 

Lease expense consisted of the following as of March 31: 
2025 2024

Building lease expense 78,323$   77,159$   

Total lease expense 78,323$   77,159$   
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 5 � RIGHT-OF-USE ASSETS AND LEASE LIABILITY (continued) 

NOTE 6 � ACCRUED EXPENSES 

Accrued expenses consisted of the following as of March 31: 

NOTE 7 � TERM LOAN AND WORKING CAPITAL FACILITY 

On November 22, 2019, the Company entered into a Term Loan (�Term Loan�) and Working Capital 
Facility (�Facility�) with ICICI Bank Canada. The Term Loan contains a maximum borrowing limit of 
7,500,000 Canadian Dollars ("CND") and the Facility has a maximum borrowing limit of 12,500,000 
CND, both maturing on November 30, 2024. Borrowings under the Term Loan are to be repaid 
quarterly starting at 2.5% to 6.25% over the term of the loan. Borrowings under the working capital 
facility are due on the maturity date. Interest is charged at a percentage per annum that is an aggregate 
of the Canadian Dollar Offered Rate ("CDOR") and CDOR plus 2.5%. As of March 31, 2025 and 2024, 
the balance outstanding under the Term Loan was $0 (0 CND) and $1,039,920 (1,415,669 CND), 
respectively and the balance outstanding under the Working Capital facility was $4,546,274 
(6,512,637 CND) and $3,614,236 (4,920,151 CND), respectively. The Company advanced the 
proceeds received to Brainhunter Systems Ltd, a related party. At March 31, 2025 and 2024, the 
Company had loans receivable related to these advances from Brainhunter Systems Ltd. of 
$4,011,040 (5,745,902 CND) and $3,892,744. The Agreement contains certain customary events of 
default including a subjective acceleration clause if a �material adverse effect� occurs in the Company�s 
business that could result in an event of default. The Company believes that the likelihood of the lender 
exercising this right is remote.  

The maturity for the remaining term of the lease is as follows:

2025

2026 63,443   

Less: interest (2,341)   

Present value of minimum lease payments 61,102   

Less: Current portion (61,102)   

Long-term portion -$  

2025 2024

Salaries and benefits 583,257$    710,136$     

Other accrued expenses 1,646,720    1,515,546    

Total 2,229,977$     2,225,682$     
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 7 � TERM LOAN AND WORKING CAPITAL FACILITY (continued) 

The future payments for the term loan and working capital facility as of March 31: 

NOTE 8 � FINANCE LEASE OBLIGATIONS 

The Company has entered into several agreements to lease certain computer hardware and software 
that are classified as finance leases. As of March 31, 2025 and 2024, finance leases consisted of the 
following:  

2025 2024
Finance lease obligation $    466,957  $     184,196 
Less: current portion of finance lease- current liability (2 )  (184,196) 

 Long-term portion of finance lease- noncurrent liability $     $       - 

Other supplemental information related to finance leases includes the following as of and for the years 
ended March 31: 

 

The right-of-use asset related to finance leases of $466,957 and $184,196 for the years ended March 
31, 2025 and 2024 are included in property and equipment, net on the accompanying consolidated 
financial statements. 

During the years ended March 31, 2025 and 2024, the Company recorded $583,045 and $826,060, 
respectively, in general and administrative expenses on the accompanying consolidated statements 
of operations for lease payments. The Company paid $233,478 and $537,047 in cash for finance 
leases included in the measurement of lease liabilities as of March 31, 2025 and 2024, respectively. 

2025

2026 4,546,274$     

2025 2024

Weighted-Average Remaining Contractual Lease Term:

Finance Leases 2.00  0.75   

Weighted-Average Discount Rate:

  Finance leases 4.07% 8.00%
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 9 � STOCKHOLDERS� DEFICIT 

Common Stock 

The Company has an unlimited number of authorized common shares. As of March 31, 2025, the 
Company has 1,211 shares of common stock issued and outstanding. 

Class A Redeemable Preferred Stock 

On January 24, 2019, the Company filed a Certificate of Amendment which authorizes the issuance 
of an unlimited number of shares of Class A redeemable preferred stock. The Class A preferred stock 
shall be entitled to receive non-cumulative annual dividends at the discretion of the directors and the 
shares do not have voting rights. The Company may redeem the Class A preferred stock upon giving 
ten (10) days written notice. The holder of the Class A preferred stock shall be entitled to require the  
Company to redeem at any time the whole or part of such holder�s Class A preferred shares. Upon 
redemption, the Company shall pay to the holders of the Class A preferred stock to be redeemed, in 
respect of each share to be redeemed, an amount equal to the sum of (i) all dividends declared thereon 
and unpaid and (ii) the Class A preferred stock redemption amount defined as the amount equal to 
the aggregate net fair market value of the consideration received by the Company on the issuance of 
all Class A preferred shares, divided by the number of all such shares issued as consideration 
therefore, provided that if, after the date on which the Class A preferred stock was issued, the 
Company pays to the holder of the Class A preferred stock a return of capital (otherwise than on 
redemption of such shares), the Class A preferred stock redemption amount of each Class A preferred 
share shall thereafter be reduced by the amount resulting from dividing the amount so paid to the 
holder as a return of capital, by the number of Class A preferred shares issued and outstanding on the 
date of such return of capital. 

On January 24, 2019, the Company issued 1 share of Class A redeemable preferred stock upon the 
acquisition of Brainhunter. 

Class B Redeemable Preferred Stock 

On March 20, 2019, the Company amended its Articles to authorize the issuance of an unlimited 
number of shares of Class B redeemable preferred stock. The Class B preferred stock shall be entitled 
to receive non-cumulative annual dividends at the discretion of the directors. The holders of the Class 
B preferred stock have voting rights. The Company may redeem the Class B preferred stock upon 
giving ten (10) days written notice. The holder of the Class B preferred stock shall be entitled to require 
the Company to redeem at any time the whole or part of such holder�s Class B preferred shares. Upon 
redemption, the Company shall pay to the holders of the Class B preferred stock to be redeemed, in 
respect of each share to be redeemed, an amount equal to the sum of (i) all dividends declared thereon 
and unpaid and (ii) the Class B preferred stock redemption amount defined as the amount equal to 
the aggregate net fair market value of the consideration received by the Company on the issuance of 
all Class B preferred shares, divided by the number of all such shares issued as consideration 
therefore, provided that if, after the date on which the Class B preferred stock was issued, the 
Company pays to the holder of the Class B preferred stock a return of capital (otherwise than on a 
redemption of such shares), the Class B preferred stock redemption amount of each Class B preferred 
share shall thereafter be reduced by the amount resulting from dividing the amount so paid to the 
holder as a return of capital, by the number of Class B preferred shares issued and outstanding on the 
date of such return of capital. 
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 9 � STOCKHOLDERS� DEFICIT (continued) 

On April 1, 2019, the Company issued 1 share of Class B redeemable preferred stock upon the 
acquisition of Brainhunter Systems Ltd. 

Class C Redeemable Preferred Stock 

On March 20, 2019, the Company amended its Articles to authorize the issuance of an unlimited 
number of shares of Class C redeemable preferred stock. The Class C preferred stock shall be entitled 
to receive non-cumulative annual dividends at the discretion of the directors and the shares do not 
have voting rights. The Company may redeem the Class C preferred stock upon giving ten (10) days 
written notice. The holder of the Class C preferred stock shall be entitled to require the Company to 
redeem at any time the whole or part of such holder�s Class C preferred shares. Upon redemption, the 
Company shall pay to the holders of the Class C preferred stock to be redeemed, in respect of each 
share to be redeemed, an amount equal to the sum of (i) all dividends declared thereon and unpaid 
and (ii) the Class C preferred stock redemption amount defined as the amount equal to the aggregate 
net fair market value of the consideration received by the Company on the issuance of all Class C 
preferred shares, divided by the number of all such shares issued as consideration therefore, provided 
that if, after the date on which the Class C preferred stock was issued, the Company pays to the holder 
of the Class C preferred stock a return of capital (otherwise than on a redemption of such shares), the 
Class C preferred stock redemption amount of each Class C preferred share shall thereafter be 
reduced by the amount resulting from dividing the amount so paid to the holder as a return of capital, 
by the number of Class C preferred shares issued and outstanding on the date of such return of capital. 

As of March 31, 2025 and 2024, there were no shares of Class C redeemable preferred stock issued 
and outstanding. 

Liquidation Rights 

If the Company is liquidated, dissolved or wound-up or its assets are otherwise distributed among the 
stockholders by way of repayment of capital, whether voluntary or involuntary (a) the holders of the 
Class A, Class B, and Class C preferred stock shall be entitled to receive all declared and unpaid 
dividends, and the redemption amount applicable to each Class of preferred stock prior to any 
distribution of assets of the Company among the common stockholders, (b) the holders of the Class 
A, Class B, and Class C preferred stock shall not be entitled to share any further in the distribution of 
the assets of the Company, (c) if there are insufficient assets to satisfy (a) then (i) the holders of the 
Class A preferred stock shall receive their entitlement prior to the holders of the Class B and Class C 
preferred stock, (ii) the holders of the Class B preferred stock shall receive their entitlement prior to 
the holders of the Class C preferred stock, and (iii) the holders of the Class C preferred stock receive 
their entitlement, and (d) hereafter the common stockholders shall be entitled to receive any remaining 
assets of the Company. 

NOTE 10 � OTHER RELATED PARTY TRANSACTIONS 

Accounts Payable 

The Company uses a related party vendor, MFX Infotech Private Limited, to provide infrastructure and 
database technology services. As of March 31, 2025 and 2024, accounts payable and accrued  
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 10 � OTHER RELATED PARTY TRANSACTIONS (continued) 

expenses of $3,234,882 and $2,622,903 and $241,533, respectively, were the total 
outstanding amounts payable to MFX Infotech Private Limited. 

Loan Receivable Related Party 

The Company has a loan receivable of $4,011,040 and $3,892,747 as of March 31, 2025 and 2024, 
respectively, from Brainhunter Systems, Ltd. for the advance of proceeds received from the Term Loan 
& Working Capital Facility (see Note 7). 

As of March 31, 2025 and 2024, the Company also had related party balances as follows: 

NOTE 11 � COMMITMENTS AND CONTINGENCIES 

Redeemable Noncontrolling Interest 

On March 27, 2020, MFXchange US, Inc. (�MFXUS�), a subsidiary of the Company, entered into a 
debt conversion agreement with Brainhunter Systems, Ltd. (�Holder�) to convert $3,551,412 in 
amounts owed into 100 shares of Series B Preferred Stock of MFXUS. The Series B Preferred Stock 
is redeemable by the MFXUS or the Holder for $3,551,412 along with any dividends declared. The 
Series B is not entitled to any mandatory dividends and is not convertible into MFXUS common stock 
or any other security. The Company has 81% ownership in the Holder (see Note 1). 

Concentrations 

The Company had four customers that accounted for approximately 40%  of the Company�s revenues 
for the year ended March 31, 2025 and 55% of the Company�s total accounts receivable as of March 
31, 2025.  The Company had three customers that accounted for approximately 36% of the Company�s 
revenues for the year ended  March 31, 2024  and total accounts receivable for the year ended March 
31, 2024. 

2025 2024

Loan and advance to Brainhunter System Ltd. 4,011,040$     3,892,747$     

Advance receivable from Heptagon - 121,500 
Accounts receivable from Quess NA - 24,371 
Accounts receivable from Quess Qtek 26,529  

Accounts receivable/(payable) from Brainhunter System 45,090  (16,192)

Advance receivable/ (payable) to/from Allsec Technolgoies, Ltd. 231,251   (8,761)    

Accounts payable to Alldigi (522,774)   -   
Accounts receivable/(payable) from Quess Corp (USA) 40,806  (40,498)  
Accounts payable from Quess Corp Limited (76,788)  -   

Accounts payable from Brainhunter System Ltd. - (73,458)

 Due from related parties, net 3,755,154$     3,899,709$     
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 11 � COMMITMENTS AND CONTINGENCIES (continued) 

The Company utilized three major suppliers for outside services totaling approximately 60% and 43% 
of the Company�s total expenditures for outside services for the years ended March 31, 2025 and 
2024, respectively. The Company�s major suppliers noted above accounted for approximately 64% 
and 59% of total accounts payable and accrued expenses as of March 31, 2025 and 2024, 
respectively. 

NOTE 12 � INCOME TAXES 

As of March 31, 2025 and 2024, the tax effects of temporary differences and carryforwards that gave 
rise to significant portions of deferred tax assets were as follows:  

MFXchange US, Inc. had federal net operating loss carryforwards (�NOL�s�) of approximately $16.2 
million and $12.8 million as of March 31, 2025 and 2024, respectively, that will be available to reduce 
future taxable income, if any. At March 31, 2025, MFXchange Holdings, Inc. had Canadian NOL�s of 
$0 and capital loss allowance deductions of approximately $10.2 million available to reduce future 
taxable income, if any. The Company performs an analysis each year to determine whether the 
expected future income will more likely than not be sufficient to realize the deferred tax assets. The 
Company's recent operating results and projections of future income weighed heavily in the 
Company's overall assessment. A net tax benefit of $442,000 has been reported in the balance sheets 
on the accompanying consolidated financial statements at March 31, 2025 and 2024. 

Pursuant to the Internal Revenue Code Section 382 (�Section 382�), certain ownership changes may 
subject the net operating loss carryforwards (�carryforwards�) to annual limitations which could reduce 
or defer the tax benefits recorded as of March 31, 2025 and 2024. Section 382 imposes limitations on 
a corporation�s ability to utilize carryforwards if it experiences an ownership change. An ownership 
change may result from transactions increasing the ownership of certain stockholders in the stock of 
a corporation by more than 50 percentage points over a three-year period. In the event of an ownership 
change, utilization of the carryforwards would be subject to an annual limitation under Section 382 
determined by multiplying the value of its stock at the time of the ownership change by the applicable 
long-term tax-exempt rate. Any unused annual limitation may be carried over to later years. The 
imposition of this limitation on its ability to use the carryforwards to offset future taxable income could 
cause the Company to pay U.S. federal income taxes earlier than if such limitation were not in effect 
and could cause such carryforwards to expire unused, reducing or eliminating the benefit of such 
carryforwards. The Company has not completed a Section 382 study on the net operating loss 
carryforwards of Brainhunter Ltd. as of January 24, 2019, the date of acquisition, and has not included 
the net operating losses in the calculation of deferred tax assets as they would be offset by a full 
valuation allowance.  

2025 2024

Net operating loss carry forwards 3,409,000$     3,328,000$    

Accrual and reserves 3,314,000       3,772,000    

Total assets 6,723,000       7,100,000    

Less: valuation allowance (6,281,000)     (6,658,000)  

Net deferred tax assets 442,000$        442,000$     
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MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 12 � INCOME TAXES (continued) 

The Company�s income tax provision for the years ended March 31 consisted of the following: 

The Company applies the standard relating to accounting for uncertainty in income taxes (ASC 740-
10), which prescribes a recognition threshold and measurement attribute for the financial statement 
recognition and measurement of a tax position taken or expected to be taken in a tax return. The 
Company is required to recognize in the consolidated financial statements the impact of a tax position, 
if that position is more likely than not of being sustained on audit, based on the technical merits of the 
position. There were no significant unrecognized tax benefits recorded as of March 31, 2025 and 2024. 

NOTE 13 � FAIR VALUE OF FINANCIAL INSTRUMENTS 

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a 
liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly 
transaction between market participants at the measurement date. Assets and liabilities that are 
measured at fair value are reported using a three-level fair value hierarchy that prioritizes the inputs 
used to measure fair value. This hierarchy maximizes the use of observable inputs and minimizes the 
use of unobservable inputs. 

The three levels of inputs used to measure fair value are as follows: 

-Level 1 � Unadjusted quoted prices in active markets that are accessible at the
measurement date of identical, unrestricted assets or liabilities.

-Level 2 � Quoted prices in markets that are not active, or inputs that are
observable, either directly or indirectly, for substantially the full term of the asset
or liability; and

-Level 3 � Prices or valuation techniques that require inputs that are both
significant to the fair value measurement and unobservable (supported by little
or no market activity)

2025 2023

Current (benefit) tax expense (100,120)$      147,175$     

Deferred income tax expense -    -    

(100,120)$      147,175$     

21



MFXCHANGE HOLDINGS, INC. 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

NOTE 13 � FAIR VALUE OF FINANCIAL INSTRUMENTS (continued) 

As of March 31, 2025 and 2024, the fair value of the Company�s investments was determined based 
on the following: 

NOTE 14 � SUBSEQUENT EVENTS 

The Company has evaluated events and transactions for potential recognition or disclosure 
through May , 2025, which is the date the consolidated financial statements were available to be 
issued. No subsequent events were noted. 

Fair Value Measurements Using:

Fair Value

Quoted 
Prices in 

Active 
Markets for 

Idnetical 
Assets 

(Level 1)

Significant 
Other 

Observale 
Inputs

 (Level 2)

Significant 
Unobservable 

Inputs
 (Level 3)

Investments -$    -$  -$  250,000$        
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INDEPENDENT AUDITOR'S REPORT

To the Shareholder of:
Brainhunter Systems Ltd.

Opinion

We have audited the financial statements of Brainhunter Systems Ltd. (the Company), which
comprise the balance sheet as at March 31, 2025, and the statements of income and deficit, and
cash flow for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying financial statements of the Company are prepared, in all
material respects, in accordance with Canadian accounting standards for private enterprises.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the Company
in accordance with the ethical requirements that are relevant to our audit of the financial
statements in Canada, and we have fulfilled our other responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our opinion.

Responsibilities of Management and those charged with Governance for the Financial
Statements 

Management is responsible for the preparation of the financial statements in accordance with
Canadian accounting standards for private enterprises, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting
process.
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Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with Canadian generally accepted
auditing standards will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit. We
also:

• Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

• Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

• Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the financial statements or, if such disclosures
are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

• Evaluate the overall presentation, structure, and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

KNAV Professional Corporation
Chartered Professional Accountants

Authorized to practice public accounting by the Toronto, Ontario
Chartered Professional Accountants of Ontario May 2, 2025
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BRAINHUNTER SYSTEMS LTD.

CONSOLIDATED BALANCE SHEET

AS AT MARCH 31, 2025

  2025   2024

ASSETS
Current

Cash and cash equivalents (note 3) $ 663,183 $ 1,149,760
Accounts receivable 7,929,976 5,282,604
Prepaid expenses 82,891 179,001

8,676,050 6,611,365

Non-Current
     Deposits 115,985 46,353
     Deposits with government authorities (note 13) 746,947 675,026
     Future income tax recoverable (note 9) 340,822 361,457

Investments (note14) 5,001,375 5,001,375
     Property and equipment (note 4) 780,561 445,176
     Intangibles (note 5) 842,858 699,078

7,828,548 7,228,465

                               $ 16,504,598      $ 13,839,830

LIABILITIES

Current
Accounts payable and accrued liabilities (note 7) $ 5,135,826 $ 2,794,250
Due to affiliated parties current portion (notes 6 and 8) 1,000,000 1,027,375
Deferred revenue 35,014 44,867
Deferred leasehold inducement 19,765 140,155
Income tax payable (note 9) 27,642 31,544

6,218,247 4,038,191

Non-Current
     Due to affiliated parties (notes 6 and 8) 4,185,629 3,903,257

10,403,876 7,941,448

SHAREHOLDER'S EQUITY

Capital stock (note 10) 7,224,655 7,224,655
Deficit (1,123,933) (1,326,273)

6,100,722 5,898,382

$ 16,504,598 $ 13,839,830

Approved:_____________________________________

See accompanying notes.
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BRAINHUNTER SYSTEMS LTD.

CONSOLIDATED STATEMENT OF INCOME AND DEFICIT

FOR THE YEAR ENDED MARCH 31, 2025

                                                                          2025       2024

Revenue $ 57,591,587 $ 54,431,441

Cost of sales 49,935,201 46,530,801

Gross margin 7,656,386 7,900,640

Expenses
Salaries and benefits 4,893,106 4,602,097
Selling, general, and administrative 1,112,633 796,989

6,005,739 5,399,086

Income before the undernoted items 1,650,647 2,501,554

Loss on foreign exchange (1,150) (1,757)
Interest expense (note 8) (682,359) (554,662)
Depreciation of property and equipment (note 4) (246,697) (237,484)
Amortization of intangibles (note 5) (350,399) (220,573)

Income before income tax 370,042 1,487,078

Income tax
Current (note 9) 147,067 257,113
Future (note 9) 20,635 28,575

167,702 285,688

Net income 202,340 1,201,390

Deficit, beginning of year (1,326,273) (2,527,663)

Deficit, end of year $ (1,123,933) $ (1,326,273)

See accompanying notes.
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BRAINHUNTER SYSTEMS LTD.

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED MARCH 31, 2025

                  2025      2024
Cash flows from (used in) operating activities

Net income $ 202,340 $ 1,201,390
Adjustments for:

Future income tax recoverable 20,635 28,575
Depreciation of property and equipment (note 4) 246,697 237,484
Amortization of intangibles (note 5) 350,399 220,573
Accrued interest on loans from affiliated parties 634,320 53,846

1,454,391 1,741,868
Changes in non-cash working capital

Decrease (increase) in accounts receivable (2,647,372) (1,859,080)
Decrease (increase) in prepaid expenses 96,110 264,654
Increase (decrease) in accounts payable and accruals 2,341,580 1,361,673
Increase (decrease) in income tax payable (3,902) (192,885)

     Increase (decrease) in deferred leasehold inducement (120,390) (114,699)
Increase (decrease) in deferred revenue (9,853) (99,620)

1,110,564 1,101,911
Cash flows from (used in) investing activities

Purchase of property and equipment (582,083) (127,869)
Deposits with government authorities (71,921) -
Deposits (69,632) (26,356)
Intangibles (494,179) (492,033)

(1,217,815) (646,258)

Cash flows from (used in) financing activities
Loans from (to) affiliated parties (379,323) (636,032)

(379,323) (636,032)

Increase (decrease) in cash and cash equivalents (486,574) (180,379)

Cash and cash equivalents, beginning of year 1,149,760 1,330,136

Cash and cash equivalents, end of year $ 663,186 $ 1,149,757

Supplemental information
Interest paid $ 682,359 $ 554,662
Income taxes paid $ 147,067 $ 257,113

See accompanying notes.
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BRAINHUNTER SYSTEMS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2025

1. Nature of operations:

The operations of Brainhunter Systems Ltd. (the "Company") primarily consists of consulting,
solutions and services in the information technology and engineering sectors.  The Company was
incorporated on October 2, 2009 under the Ontario Business Corporations Act.

MFXchange Holdings Inc., holds 81% of the shares and Quess Corp Ltd holds 19% of the shares.

Pursuant to a share purchase agreement dated September 17, 2014, Quess Corp Limited ("Quess"
or the "Parent"), acquired 7,000,100 common shares of Zylog Systems (Canada) Ltd.
Simultaneously, 7,300,000 shares were issued to Quess Corp (USA) Inc. Subsequent to the
acquisition described above, the Company changed its legal name to Brainhunter Systems Ltd.

Pursuant to a unanimous shareholders agreement dated March 31, 2019, Quess Corp (USA) Inc.
converted debt of $2,710,153 into 22,542,531 common shares of the Company.

Pursuant to a share exchange agreement dated April 1, 2019, Quess Corp (USA) Inc. agreed to
transfer 29,842,531 common shares, in the capital of the Company, to MFXchange Holdings Inc. (a
Quess Corp North America holding company).

2. Significant accounting policies:

  a. Basis of presentation:

These consolidated financial statements have been prepared in accordance with Canadian
accounting standards for private enterprises ("ASPE"), and are presented in Canadian dollars,
which is the Company's functional currency. The consolidated financial statements include all the
accounts of the Company and its wholly owned subsidiary. Mindwire Systems Ltd. All
intercompany transactions and balances have been eliminated upon consolidation.

b. Property and equipment:

Property and equipment are recorded at cost. Amortization is provided annually on a straight-line
basis over their estimated useful lives using the following annual rates:, 

Computer equipment 30%
Office furniture and fixtures 20%
Computer software 100%
Leasehold improvements Term of lease

c. Revenue recognition:

Revenue is generated from information technology and engineering staffing and consulting
services.

Revenue from staffing services includes temporary and permanent placement fees. Revenue from
temporary placement fees are recognized once the services have been rendered, collection is
reasonably assured, and all significant obligations have been fulfilled. Revenue from permanent
placement fees are based on a percentage of annual salaries and are recognized once the employees
have been placed, collection is reasonably assured, and all significant obligations have been
fulfilled.

Revenue from IT service is recognized based on per call basis.
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BRAINHUNTER SYSTEMS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2025

2. Significant accounting policies (continued):

The Company enters into contracts with customers to complete software consulting projects.
Customer billings are prepared monthly based on hours worked and agreed rates, at which time
revenue is recognized. To a significantly lesser degree, certain other contracts are fixed price, for
which revenue is recorded monthly using the percentage-of-completion basis, whereby revenue is
recorded at the estimated net realizable value of the work completed to date.

The Company earns revenue from software licenses for in-house developed software that is
deferred and recognized over the term of the license. Software customization revenue is recognized
in the year the customization is completed.

d. Deferred financing costs:

Financing costs relating to the long-term debt and bank indebtedness are deferred and amortized
using the effective interest method over the expected term of the corresponding loans. As the loans
are repaid, the corresponding financial costs are charged to net income. Deferred financing costs
are presented under bank indebtedness and long-term debt in the consolidated balance sheet and the
related amortization under financing costs in the consolidated statement of operations and deficit.

e. Income taxes:

The Company accounts for income taxes using the liability method of tax allocation. Under this
method, future income tax assets and liabilities are determined by reference to the temporary
differences between carrying values and the tax basis of assets and liabilities. The future income
tax assets or liabilities are measured using the income tax rates and laws that are anticipated to
apply when these differences are expected to be recovered or settled. Future income tax assets are
recognized to the extent that realization of such benefits are considered more likely than not. The
effect on future income tax assets and liabilities of a change in income tax rates is recognized into
net income in the year that includes the enactment date.

f. Management plans:

The operation of the company has improved since the prior year and projections for the future are
favorable, so it is anticipated that the company will continue without any assistance. Consequently,
the management considers that it is appropriate to prepare these financial statements on a going
concern basis, which assumes that the Company will continue in operational existence for the
foreseeable future. The management has prepared future projections supported by business plans
and contracted agreements supporting its sales. Further the Company has been generating positive
operating cash flows in the current year and previous year. The Company also has been regular in
its payment of bank debt and related party debt. As a result, these consolidated financial statements
have been prepared on the basis that the Company will continue to be a going concern and has
therefore continued to apply the going concern basis of accounting to the consolidated financial
statements.
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BRAINHUNTER SYSTEMS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2025

2. Significant accounting policies (continued):

g. Use of estimates:

The preparation of consolidated financial statements in conformity with ASPE 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 amounts of revenue and expenses
during the year. Actual results could differ from these estimates.

(i)    Allowance for doubtful accounts:

The Company makes a provision to allow for potentially uncollectible amounts owed from
customers. The allowance is reviewed by management periodically based on an analysis of
the age of the outstanding accounts receivable. At March 31, 2025, an allowance of $126,882
(2024 - $62,312) has been included in the consolidated balance sheet.

(ii)   Accrued liabilities:

Accrued liabilities, including those pertaining to commissions, bonuses and professional fees
are established by management based on their best estimate of the actual obligation.
Management believes that the estimates used in establishing these accrued liabilities are
accurate.

(iii)  Impairment of assets:

Property and equipment, goodwill and intangible assets are tested for impairment for each
business unit should an event or circumstance indicate that their fair value has fallen below
their carrying value. Should any negative variances occur in the comparison, an impairment
representing the excess is made to the goodwill and then to intangible assets.

(iv)  Income taxes:

The Company estimates its Canadian federal income taxes based on interpretation of tax rules
and regulations. The Company is also subject to audits from the Canada Revenue Agency and
the outcome of such audits may differ from original estimates. Management believes that a
sufficient amount has been accrued for income taxes.

h. Foreign currency translation:

Monetary assets and liabilities of the Company that are denominated in foreign currencies are
translated into Canadian dollars at the rates of exchange prevailing at the consolidated balance
sheet date. Property and equipment and related amortization are translated at rates prevailing at the
dates of acquisition. Revenue and expenses, other than amortization, are translated at the average
rate of exchange in effect during the month that the transaction occurred. All exchange gains and
losses are recognized in the current year's net income.
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BRAINHUNTER SYSTEMS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2025

2. Significant accounting policies (continued):

i. Intangible assets and goodwill:

The Company classifies intangible assets, obtained through acquisitions or developed internally, as
definite-lived and indefinite-lived intangible assets, as well as goodwill. Definite-lived intangibles
are amortized on a straight-line basis over the asset's useful life while indefinite-lived intangibles
and goodwill are not amortized but are tested for impairment annually, or more frequently, if events
or circumstances indicate that they might be impaired. The impairment test consists of allocating
indefinite-lived intangibles and goodwill to reporting units and then comparing the book value of
the reporting units, including indefinite-lived intangibles and goodwill, to their fair values. The
Company determines fair value by using discounted future cash flows for reporting units. The
excess of carrying value over fair value, if any, is recorded as an impairment charge to the
consolidated statement of operations and deficit in the year in which the impairment is determined.
Subsequent reversals of impairment are prohibited.

j. Cash and cash equivalents:

Cash and cash equivalents include cash on hand and short-term deposits which are highly liquid
with original maturities of less than three months from the date of acquisition.

k. Related party transections:

Monetary-related party transactions and non-monetary related party transactions that have
commercial substance are measured at the exchange amount when they are in the normal course of
business, except when the transaction is an exchange of a product or property held for sale in the
normal course of operations. Where the transaction is not in the normal course of operations, it is
measured at the exchange amount when there is a substantive change in the ownership of the item
transferred and there is independent evidence of the exchange amount.

All other related party transactions are measured at the carrying amount.
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BRAINHUNTER SYSTEMS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2025

3. Cash and cash equivalents:

Cash and cash equivalents include cash on hand and short-term deposits which are highly liquid
with original maturities of less than three months from the date of acquisition.

2025 2024

Cash $ 663,183 $ 1,149,760

At year end, the carrying value of cash and cash equivalents approximated fair market value due to
the short-term nature of the investments.

4. Property and equipment
2025 2024

Accumulated Net Book Net Book
Cost Amortization Value Value

Computer equipment $ 1,741,932 $ 1,266,589 $ 475,342 $ 34,405
Office furniture and fixtures 487,437 486,456 981 2,635
Computer software 767,095 726,339 40,756 58,343
Leasehold improvements 1,259,810 996,328 263,482 349,793

$ 4,256,274 $ 3,475,712 $ 780,561 $ 445,176

The depreciation of property and equipment totaled $ 246,697  in 2025 (2024 - $ 237,484 ).

During the year, $333,043 (2024 - NIL) was capitalized as computer equiptment towards
upgradation of Data Centre.

5. Intangibles

                                                                                     2025         2024

Cost                                     $ 2,349,487       $ 1,855,308
Accumulated amortization                                     (1,506,629)      (1,156,231)

                                    $ 842,858       $ 699,077

The amortization of intangibles totaled $ 350,399  in 2025 (2024 - $220,573).

During the year $ 494,179  (2024 - $ 492,033 ) was capitalized as intangibles, which consist of
Mobile enabled Enterprise Collaboration App of $293,888 (2024 - $214,700) and Facelift of
Talentflow ATS application of $145,740 (2024 - $277,333), and Datacemtre Maintenance amd
Support application of $54,192 (2024 - $NIL) which will seamlessly connect with the Company's
ecosystem consisting of employees, clients, consultants, vendors, and job seekers. Management has
estimated a useful life of 3 years and is amortizing it over that term accordingly.
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BRAINHUNTER SYSTEMS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2025

6. Bank indebtedness:

On November 22, 2019 a term loan and facilities agreement was executed between ICICI Bank of
Canada and MFXchange Holdings Inc., the parent company, and its subsidiaries and other related
companies whereby the existing facility with ICICI Bank of Canada was assigned to MFXchange
Holdings Inc. (note 8). The loan is secured by a general security arrangement and has been
guaranteed by Brainhunter Systems Limited and its subsidiary Mindwire Systems Limited amongst
other guarantors.

The outstanding bank indebtedness was refinanced to include the following two facilities: (a) a
$7,500,000 term loan facility and (b) a $12,500,000 working capital facility. Both of these facilities
were utilized by MFXchange Holdings Inc. and its subsidiaries.

7. Accounts payable and accrued liabilities:
2025   2024

Trade and accrued liabilities $ 5,120,826   $ 2,766,026
Salaries and commissions payable 15,000   28,220

$ 5,135,826   $ 2,794,246

Included in accounts payable and accrued liabilities as at March 31, 2025 are government
remittances payable (recoverable) of $74,891 (2024 - $65,798) relating to federal and provincial
sales taxes, payroll taxes, health taxes and workers' safety insurance.
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BRAINHUNTER SYSTEMS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2025

8. Due from (to) affiliated parties:

2025 2024
MFXchange Holdings Inc. towards credit facilities from
ICICI Bank of Canada (note 6) bearing interest at 
CDOR plus 2.5% per annum (2024 - 2.5%)    $ (5,745,903)     $ (5,083,498)
Quess Corp Limited bearing interest at NIL% per
annum (2024 - NIL%) 208,032 152,866

$ (5,185,629) $ (4,930,632)

Current portion $ (1,000,000) $ (1,027,375)

Long-term portion (4,185,629)     (3,903,257)

$ (5,185,629) $ (4,930,632)

During the year ended March 31, 2025, the Company recognized $682,359 (2024 - $554,662) in
interest expense on the amounts due to MFXchange Holdings Inc.

The amount receivable from Quess Corp Limited in the amount of $188,135 (2024 - $152,866), and
from Quess GTS Canada Holdings Inc. in the amount of $19,897 (2024 - $2,397), reflects debit
notes issued for the expenses incurred on behalf of Quess Corp Limited. 

All of the related party balances are recorded at their carrying amounts.

Accounts receivable include an amount due from MFXchange Holdings Inc. of $4.746 (2024 -
$2,119), from Quess Corp (USA), Inc. of $157,982 (2024 - $352,242), and from MFXchange US
Inc. of $132,481 (2024 - $46,829 ). 

Accounts payables include an amount due to MFX Infotech Private Limited for $NIL (2024 -
$188,421), and to MFXchange US Inc. of $201,143 (2024 - $26,877). 

During the year ended March 31, 2025, the Company earned revenue of $53,671 (2024 - $NIL)
from Quess Corp (USA), Inc., other income of $617,316 (2024 - $67,317) from MFXchange US
Inc., and $22,950 (2024 - $72,214) from MFXchange Holdings Canada.

During the year ended March 31, 2025, the Company incurred expenses $NIL (2024 - $NIL) from
Quess Corp (USA), Inc., $630,630 (2024 - $253,092) from MFXchange US Inc., and interest of
$634,319 (2024 - $554,662 ) from MFXchange Holdings Canada.
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BRAINHUNTER SYSTEMS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2025

9. Income taxes:

The Company pays income taxes at a statutory rate of 26.5% (2024 - 26.5%). The difference
between the Company's reported income tax expense on operating income and the expense that
would otherwise result with the application of the applicable rate is as follows:

2025   2024
Income before income taxes $ 370,042 $ 1,487,078
Rate     26.5%  26.5%
Expected provision for (recovery of) income taxes    98,061 394,076
Increase (decrease) in income taxes resulting from:
Permanent difference 2,863 2,687
Prior year adjustments - 18,077
Change in valuation allowance (132,407) (173,877)
Other 199,185 1,263
Income tax expense $ 167,702 $ 242,226

As at March 31, 2025, the Company has $1,014,339 (2024 - $1,175,321) of future tax assets
before any valuation allowance. As at March 31, 2025, the Company recognized a future tax asset
of $340,822 (2024 - $361,457) related to one of its subsidiaries, as it was determined to be more
likely than not to recognize these future tax assets. The remaining balance of $673,517 (2024 -
$813,864) of future tax assets has not been recognized as the future realization of these income tax
assets did not meet the test of being more likely than not to occur. A summary of the future tax
assets at March 31, 2025 is as follows:

2024 2023
Future income tax assets (liabilities):
Non-capital losses $ 708,660 $ 885,311
Property and Equipment 291,703 252,762
Sub-lease inducement (2,537) 20,735
Other temporary differences 16,513 16,513

1,014,339 1,175,321
Less: valuation allowance 673,517 813,864
Net future income tax assets $ 340,822 $ 361,457

      Current income tax payable      $ 27,642   $ 31,544

As at March 31, 2025, the Company has non-capital losses of $2,674,189 which can be used to
reduce  taxable  income  of  future  years. The potential tax benefit of these losses has not been
recorded in consolidated financial statements. These losses are set to expire as follows:

2036         $ 1,209,498
2037         1,146,245
2038         318,446

        $ 2,674,189
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BRAINHUNTER SYSTEMS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2025
10. Capital stock:

     2025   2024
Authorized

 Unlimited common shares
Issued:

36,842,631 (2024 - 36,842,631) common shares      $ 7,224,655   $ 7,224,655

11. Commitments:

The Company has entered into leases for office space. As at March 31, 2025, the Company has
contractual obligations for basic rent payments as follows:

2025 - 2025 $ 201,713
2026 and thereafter $ 789,545

12. Financial risks and concentration of risk:

Financial instruments are initially recorded at fair value. Financial instruments that are short-term
investments are written down when their carrying amounts exceed their quoted market values. All
other financial instrument assets are written down when their carrying amounts exceed their
estimated market values and this condition is expected to be other than temporary.

The Company's financial instruments recognized in the consolidated balance sheet consist of cash
and cash equivalents, accounts receivable, due to related parties, accounts payable and accrued
liabilities and bank indebtedness. The fair values of cash and cash equivalents, accounts
receivable, due to related parties, accounts payable and accrued liabilities approximate their
recorded amounts due to the short-term receipt or payment of cash or determinable cash flow
streams. The carrying value of the bank indebtedness approximates fair value because the interest
rates approximate market rates.

a. Credit risk:

The Company grants credit to its customers in the normal course of business. The consolidated
financial statements take into account an allowance for bad debts. The Company is exposed to
credit risk from their customers but the concentration of the risk is minimized because of the large
customer base. There has been no change to the risk exposure since the prior fiscal year.

b. Interest rate risk:

The Company is financed through related party debt which bears interest at rates tied to the
related party acceptance rates. Consequently, the Company is exposed to the risk of increases in
the bankers' acceptance rates. There has been no change to the risk exposure since the prior year.

c. Foreign exchange risk:

The Company carries out some transactions in U.S. dollars and, as such, is exposed to fluctuations
in exchange rates. Approximately 2.18% (2024 - 1.29%) of the Company's sales and purchases are
in U.S. dollars. The Company has not entered into derivative instruments to mitigate these risks.
During the year ended March 31, 2025, the Company recorded a foreign exchange gain (loss) of
$(1,150) (2024 - $(1,757)). There has been no change to the risk exposure since the prior year.
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BRAINHUNTER SYSTEMS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2025

12. Financial risks and concentration of risk (Continued):

d. Liquidity risk:

Liquidity risk is the risk that the Company will encounter difficulties in meeting obligations
associated with financial liabilities. There has been no change to the risk exposure since the prior
fiscal year.

13. Contingencies:

EHT Matter

On December 13, 2016, the Company received a Notice of Assessment from the Ontario Ministry
of Finance regarding an employer health tax audit related to calendar years 2012 to 2015. The
amount in the Notice of Assessment is $576,118. In the opinion of management, this assessment is
without substantial merit and the Company filed a Notice of Objection on June 7, 2017.
Subsequent to filing the Notice of Objection, the Company entered into a compliance arrangement
with the Ontario Ministry of Finance. Under this compliance agreement, the Company has agreed
to remit the amount owing over an 18-month period while the objection is being reviewed. The
last instalment was paid in the quarter ending December, 2018.

As at March 31, 2025, the Company has remitted payments which have been recorded as a deposit
with government authorities on the consolidated balance sheet as follows: 

     2025   2024

Deposit            $ 746,947   $ 675,026

On July 15, 2019 the company made additional submissions to the Ministry of Finance (Ontario)
stating that the analysis of the Ministry of Finance (Ontario) fails to consider the relevant case law
and that no analysis or decisions were provided to state that their conclusion “is consistent with
the facts and judgements provided in various court cases”.  The company concluded in their
submissions that based on relevant case law it is obvious that the workers are not employees. On
September 18, 2019, the senior appeals officer of Ministry of Finance, Advisory, Objections,
Appeals and Services Branch disagreed with the submissions of the company and concluded that
the workers are providing their services to the company as employees under contract of service.
On January 10, 2020 the company filed a Notice of Appeal with the Ontario Superior Court of
Justice for the 2012 through 2015 taxation years with the respondent being the Minister of
Finance. The company has filed with detailed submissions stating that the workers are not
employees and are independent contractors.  

On July 6, 2020, the Ministry of Finance indicated their intention to proceed with their claim.

During the year, an assessment was received for the year ended December 31, 2017 for the amount
of $31,880. The Company paid the amount of $31,880 and filed a notice of objection in December
2021.

On August 2, 2022, the Ministry of Finance indicated that no change be made to the Notice of
Assessment. The company filed a Notice of Appeal with the superior Court of Justice for the matter
on November 4, 2022.

On April 28, 2023 the Minister of Finance filed a reply to the notice of appeal for the year ending
December 31, 2017.

The Company believes that the likelihood of success on the appeal is "more likely than not" and
therefore no provision has been recorded as at March 31, 2025.
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BRAINHUNTER SYSTEMS LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2025

14. Investment:
2025   2024

MFXchange US Inc.                 $ 4,991,865     $ 4,991,865
MFXchange Holdings Inc. 9,510   9,510
Total       $ 5,001,375    $ 5,001,375

The investment from MFXchange US Inc. resulted from a loan receivable, during the year ended
March 31, 2020, the amount due of $4,648,045 from MFXchange US Inc. was converted to 100
series B preference shares to the Company. The difference with $4,991,865 is due to foreign
exchange gain.

15. Subsequent Events

The Company evaluated all events and transactions that occurred after March 31, 2025 through May
2, 2025, the date the financial statements are issued. Based on the evaluations, the Company is not
aware of any events or transactions that would require recognition or disclosure in the financial
statements.
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Quess Corp (USA), Inc.
STATEMENT OF INCOME

For the year ended March 
31, 2025

For the year ended March 
31, 2024

Consulting Revenue -$                                                  -$                                                  
Other Income 87,656$                                          -$                                                  

87,656$                                          -$                                                  

Direct Cost of Sales -$                                                  -$                                                  
Salaries -$                                                  -$                                                  
General and administrative 2,464$                                            3,998$                                            
Professional fees 1,26,656$                                      53,000$                                          
Total operating expenses 1,29,120                                        56,998                                            

Income (loss) from operations (41,464)$                                        (56,998)$                                        
Other income (expense):
Financing expenses, net -$                                                  -$                                                  

Income (loss) before provision for income taxes (41,464)$                                        (56,998)$                                        
Income taxes

Net income (41,464)$                                        (56,998)$                                        



Quess Corp (USA), Inc.
BALANCE SHEET

 As of Mar 31, 2025  As of Mar 31, 2024 

Cash and cash eqivalents 5,188$                            852$                               
Prepaid expenses -$                                 
Due from affiliates 100$                                -$                                 
Total current assets 5,288$                            852$                               

Investment in unconsolidated subsidiary 33,17,074$                  33,17,074$                  
Other assets -$                                 

33,17,074$                  33,17,074$                  

Total assets 33,22,362$                  33,17,926$                  

Accounts payable 30,000$                         -$                                 
Accrued Expenses 21,957$                         1,07,655$                    
Due to affiliates 4,03,452$                     3,01,855$                    
Sales tax payable -$                                 -$                                 
Total current liabilites 4,55,409$                     4,09,510$                    

 Common stock, 200 shares authorized, 1 
share issued and outstanding, no par value  $                     1,00,000  $                     1,00,000 
 Additional Share Capital isuued  $                  47,55,000  $                  47,55,000 
Retained earinings (19,88,047)$                 (19,46,583)$                
Total stockholder's equity 28,66,953$                  29,08,417$                  

Total liabilities and stockholder's equity 33,22,362$                  33,17,927$                  



Quess GTS Canada Holdings Inc.,
STATEMENT OF INCOME

For the year ended March 
31, 2025

For the year ended March 
31, 2024

Consulting Revenue -$                                                  -$                                                  
Other Income -                                            -$                                                  

-$                                                  -$                                                  

Direct Cost of Sales -$                                                  -$                                                  
Salaries -$                                                  -$                                                  
General and administrative -$                                                  -$                                                  
Professional fees 28,500$                                          5,000$                                            
Total operating expenses 28,500                                            5,000                                               

Income (loss) from operations (28,500)$                                        (5,000)$                                           
Other income (expense):
Financing expenses, net -$                                                  -$                                                  

Income (loss) before provision for income taxes (28,500)$                                        (5,000)$                                           
Income taxes

Net income (28,500)$                                        (5,000)$                                           



Quess GTS Canada Holdings Inc.,
BALANCE SHEET

 As of Mar 31, 2025  As of Mar 31, 2024 

Cash and cash eqivalents 200$                                -$                                 
Prepaid expenses -$                                 -$                                 
Due from affiliates -$                                 100$                               
Total current assets 200$                                100$                               

Investment in unconsolidated subsidiary -$                                 -$                                 
Other assets -$                                 

-$                                 -$                                 

Total assets 200$                                100$                               

Loans 100$                                
Accounts payable 21,897$                         2,397$                           
Accrued Expenses 11,603$                         2,603$                           
Total current liabilites 33,600$                         5,000$                           

 Equity Share Capital  $                                100  $                                100 
Retained earinings  $                       (33,500)  $                         (5,000)
Total stockholder's equity (33,400)$                       (4,900)$                          

Total liabilities and stockholder's equity 200$                                100$                               
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