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Independent Auditor's Report

To the Board of Directors of National Internet Corporation

Opinion
We have audited the accompanying financial statements of National Internet Corporation (the
"Company"), which comprise the balance sheet as at December 31, 2022 and 2021, and the related
statements of operations and retained earnings and cash flows for the years then ended, and the
related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at December 31, 2022 and 2021, and the results of its
operations and its cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion
We conducted our audit in accordance with auditing standards generally accepted in the United
States of America ("GAAS").  Our responsibilities under those standards are further described in the
Auditor's Responsibilities Audit of the 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 audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibility of Management for the Financial Statements
Management is responsible for the preparation and fair presentation of the 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 financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the 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 financial statements
are issued or available to be issued.
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Auditor's Responsibility
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
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
GAAS 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 financial
statements.

In performing an audit in accordance with GAAS, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material misstatement of the 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 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
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 audit.

Chartered Professional Accountants, Licensed Public Accountants
Oakville, Ontario
March 24, 2023
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Auditor's Responsibility
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
absolute assurance and therefore is not a gug arantee that an audit conducted in accordance with
GAAS 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 thhe financial
statements.

In performing an audit in accordance with GAAS, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive too those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.
Obtain an understanding of internal control relevant to the audit in order to design aaudit
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
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
reassonable 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 audit.

Chartered Professional Accountants, Licensed Public Accountants
Oakville, Ontario
March 24, 2023
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National Internet Corporation
Balance Sheets

(Expressed in U.S. Dollars)
December 31 2022 2021

Assets
Current

Cash  $ 339,733 $ 480,931
Accounts receivable  244,929 229,010
Due from related party (Note 1)   350,638 814,541
Deferred costs - current 34,644 35,386

969,944 1,559,868

Deferred costs  206,528 233,590

$ 1,176,472 $ 1,793,458

Liabilities and Shareholder's Equity

Current
Accounts payable and accrued liabilities  $ 49,062 $ 59,599
Due to related party (Note 1)  16,600 657,900
Deferred revenue - current  170,885 291,708

236,547 1,009,207

Deferred revenue  203,996 141,655

440,543 1,150,862

Shareholder's equity
Share capital (Note 2)  250,000 250,000
Retained earnings  485,929 392,596

735,929 642,596

$ 1,176,472 $ 1,793,458

On behalf of the Board:

Director

Director

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
4
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 National Internet Corporation
 Statements of Operations and Retained Earnings

(Expressed in U.S. Dollars)
For the years ended December 31 2022 2021

Revenue
Franchise $ 549,283 $ 515,993
Service 1,855,757 2,197,691

2,405,040 2,713,684

Direct costs    224,018 285,147

Gross profit 2,181,022 2,428,537

Expenses
Management and licensing fees (Note 1)   2,030,234 2,286,465
Professional fees  50,448 61,077
Bank, interest and service charges  7,007 6,254

2,087,689 2,353,796

Income before income taxes  93,333 74,741

Income taxes
Current (recovery) - (11,777)

Net income for the year 93,333 86,518

Retained earnings, beginning of year 392,596 306,078

Retained earnings, end of year $ 485,929 $ 392,596

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
5
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National Internet Corporation
  Statements of Cash Flows
(Expressed in U.S. Dollars)

For the years ended December 31 2022 2021

Cash flows from operating activities
Net income for the year $ 93,333 $ 86,518
Adjustments to reconcile net income to net cash provided by
operating activities

Accounts receivable (15,919) (151,287)
Deferred costs 27,804 (104,848)
Accounts payable and accrued liabilities (10,537) 38,898
Deferred revenue (58,482) 47,678

36,199 (83,041)
Cash flows from investing activity

Repayment from related party 463,903 10,100

Cash flows from financing activity
(Repayment to) advances from related party (641,300) 362,500

Increase (decrease) in cash during the year (141,198) 289,559

Cash, beginning of year 480,931 191,372

Cash, end of year $ 339,733 $ 480,931

The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
6
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National Internet Corporation
Summary of Significant Accounting Policies

(Expressed in U.S. Dollars)
December 31, 2022 and 2021

Nature of Business National Internet Corporation (the "Company") was
incorporated under the General Corporation Law of the State of
Delaware on December 31, 1996 and carries on business
under the trademark WSI ICE and WSI.  Since beginning active
operations during 1999, the Company has been establishing a
network of independent franchise Internet Consultants ("IC")
through which its affiliated companies provide business
consultation and delivery of advanced Internet solutions in the
United States of America. A franchise agreement provides the
IC with advanced Internet technology applications and access
to WSI's business processes and methodologies, including the
Internet Solutions Lifecycle. The Company has the right to
operate its franchised business under the trademark WSI ICE
and WSI by 1175856 Ontario Ltd. until 2026 by agreement.
The right can be cancelled by 1175856 Ontario Ltd. if the
Company does not meet certain established guidelines. The
Company's sole source of income is derived from the sale of
franchise territories under the trademark WSI ICE and WSI and
subsequent royalties earned as continuing monthly franchise
fees. The Company licenses franchises directly. As of
December 31, 2022, the Company had 164 (2021 - 183)
franchised stores in the U.S.

Basis of Accounting The Company's financial statements have been prepared in
accordance with accounting principles generally accepted in the
United States of America ("US GAAP").

Revenue Recognition Initial franchise fee revenue is recognized based on
consideration specified in a contract with a customer, and
excludes any sales incentives and amounts collected on behalf
of third parties. The Company recognizes revenue when it
satisfies a performance obligation by transferring service to a
customer. The total transaction price is allocated to the
performance obligations based on the standalone selling price,
which is estimated using the relative cost of each performance
obligation. As such, the revenue is recognized once the
following criteria are met:

final payment has been received;
the franchisee has executed a franchise agreement/
evidence of an agreement exists; and
the service related to the performance obligation is
performed

7
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National Internet Corporation
Summary of Significant Accounting Policies

(Expressed in U.S. Dollars)
December 31, 2022 and 2021

Revenue Recognition
(continued) Revenue from royalties  is  recognized  over  the  term  of  the 

franchise agreement. The Company satisfies the following
conditions under topic ASC 606-10-55-65:

franchisor uses the IP over the life of the agreement; and
the performance obligation to provide the continuous
services to franchises is satisfied on monthly basis for
which it receives sales-based royalty

Accordingly, revenue from royalties are considered as sales-
based royalties received in exchange for a license of intellectual
property and recognized on monthly basis.

Deferred revenue consists of initial franchise fees collected for
which corresponding training remains outstanding at year end.
Significant changes in the contract liability balances during the
year are as follows:

2022 2021
Deferred revenue - beginning

of year $ 433,363 $ 385,685
Revenue recognized (293,962) (213,935)
Amounts billed not recognized 235,480 261,613

Deferred revenue - end of year $ 374,881 $ 433,363

Service revenue is composed of continuing monthly franchise
fees relating to systems access, e-marketplace services,
management and services, including amounts received on
early termination of the franchise agreement. These amounts
are recorded in revenue as these services are delivered and
collection is reasonably assured.

Financial Instruments Financial instruments are recorded at fair value when acquired
or issued and subsequently measured at cost or amortized cost
less impairment, if applicable. Financial assets are tested for
impairment when changes in circumstances indicate the asset
could be impaired.  Transaction costs on the acquisition, sale or
issue of financial instruments are charged to the financial
instrument for those measured at amortized cost.

8
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National Internet Corporation
Summary of Significant Accounting Policies

(Expressed in U.S. Dollars)
December 31, 2022 and 2021

Income Taxes The Company provides for income taxes using the asset and
liability method. This approach recognizes the amount of taxes
payable for the current year, as well as deferred tax assets and
liabilities for the future tax consequences of events recognized
in the financial statements and income tax returns.

Deferred income tax assets, net of valuation allowances, are
recognized only to the extent that, in the opinion of
management, it is more likely than not that deferred income tax
assets will be realized. Deferred income tax assets and
liabilities are adjusted for the effects of changes in tax laws and
rates on the date of enactment or substantive enactment of the
change.

Allowance for Doubtful 
Accounts The Company maintains an allowance  for  doubtful  accounts 

based on the expected collectibility. Credit evaluations are
performed on significant customers and an allowance for
doubtful accounts is established based on the aging of
receivables, payment performance factors, historical trends and
other information. In general, a portion of those receivables
outstanding more than 90 days are allowed for. The reserve is
evaluated and revised on a monthly basis on a review of
specific accounts outstanding and the history of uncollectible
accounts.

Foreign Currency The Company's functional currency is the US dollar. Foreign
denominated assets, liabilities and operating items of the
Company are initially measured in US dollars at the exchange
rate prevailing at the respective transaction dates. Monetary
assets and liabilities denominated in foreign currencies, which
are outstanding at year end are measured at exchange rates
prevailing on the balance sheet dates.  

Deferred Costs Costs incurred in the initial set-up of a franchise are deferred
and charged to operations at such time as the related deferred
revenue is recognized in income.

Variable Interest Entities The Company accounts for variable interest entities under ASC
810, Consolidation of Variable Interest Entities. This
interpretation of Accounting Research Bulletin 51, Consolidated
Financial Statements, addresses consolidation by business
enterprises of variable interest entities in which an enterprise
absorbs a majority of the entity's expected losses, receives a
majority of the entity's expected residual returns, or both, as a
result of ownership, contractual or other financial interests in
the entity. 

9
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National Internet Corporation
Summary of Significant Accounting Policies

(Expressed in U.S. Dollars)
December 31, 2022 and 2021

Variable Interest Entities
(continued) The  interpretation  requires  that if a business enterprise has a

controlling financial interest in a variable interest entity, the
assets, liabilities, and results of the activities of  the   variable
interest   entity   must  be  included   in   the consolidated
financial statements with those of the business enterprise.

The Company is a franchise of 164 outlets as of December 31,
2022 (2021 - 183), but does not possess any ownership
interests in its franchisees and generally does not provide
financial support to franchises in its typical franchise
relationship.  On adoption of ASC 810, these franchise
relationships were not deemed variable interest and the entities
were not consolidated.  No events or circumstances have
occurred in the current year that would cause the franchisees to
be classified as a variable interest entity and be consolidated.

Use of Estimates The preparation of these financial statements in conformity with
US GAAP 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 sales and expenses during the reporting
periods.  

These estimates are reviewed periodically and as adjustments
become necessary, they are reporting in earnings in the year in
which they become known. Significant estimates and
assumptions are used for, but are not limited to (i) reasonable
assurance of collection with respect to revenue recognition; (ii)
allowance for doubtful accounts; (iii) provision for (recovery of)
income taxes; and (iv) allocation of consideration to
performance obligations based on the relative stand alone
selling price.

Recent Accounting 
Pronouncements In June 2016, the FASB issued ASU 2016-12, Financial

Instruments - Credit Losses (Topic 326).  The amendments
require an entity to replace the incurred loss impairment
methodology in current GAAP with a methodology that reflects
current expected credit losses and requires consideration of a
broader range of reasonable and supportable information to
inform credit loss estimates.  The ASU is effective for reporting
periods beginning after December 15, 2022.  The Company is
currently evaluating the impact this update will have on its
financial statements.
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National Internet Corporation
Notes to Financial Statements

(Expressed in U.S. Dollars)
December 31, 2022 and 2021

1. Related Party Balances and Transactions      

The amounts due from and to related parties under common control are non-interest bearing,
unsecured and due on demand.

The following table summarizes the Company's related party transactions for the year ended
December 31:

2022 2021

Management fees $ 2,013,634 $ 2,268,065
Licensing fees 16,600 18,400

The Company has an agreement with Research and Management Corporation ("RAM") and
1175856 Ontario Ltd ("ON117"), companies which are under common control, whereby they
will provide certain services to the Company.  The services provided by RAM are subject to
management fees for franchise operations assistance and office support services, and
licensing services involving design, development and hosting. The services provided by
ON117 are subject to intellectual property fees and licensing fees.  

2. Share Capital          
2022 2021

Authorized
1,500 Common shares

Issued
1,000 Common shares $ 250,000 $ 250,000

3. Income Taxes      

Deferred income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for
income tax purposes.  Significant components of the Company's deferred tax assets and
liabilities are as follows:

2022 2021 

Deferred costs $ (41,000) $ (31,000)
Deferred revenue 79,000 78,000
Foreign tax credit carryforward 21,000 21,000
Non-capital loss carryforward 101,000 101,000
Intercompany net operating loss - 41,000
Valuation allowance (160,000) (210,000)

$ - $ -

11
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National Internet Corporation
Notes to Financial Statements

(Expressed in U.S. Dollars)
December 31, 2022 and 2021

3. Income Taxes (Continued)      

Deferred income tax assets are recognized to the extent that the realization of the related tax
benefit is probable.

The Company has unrecognized tax loss carry-forwards for which no deferred income tax
assets could be recognized.  However, the future tax deductions underlying these deferred
income tax assets remain available for use in the future to reduce taxable income.  The
Company has non-capital losses of $480,811 (2021 - $480,811), of which $349,581 will expire
between 2032 and 2036 if not utilized.  The remaining $131,230 can be carried indefinitely.

4. Financial Instruments        

Fair Value
The Company accounts for certain financial assets and liabilities at fair value following the
provisions of ASC 820. This Topic applies to certain assets and liabilities that are being
measured and reported on a fair value basis. The Topic defines fair value, establishes a
framework for measuring fair value in accordance with GAAP, and expands disclosure about
fair value measurements. This Topic enables the reader of the financial statements to assess
the inputs used to develop those measurements by establishing a hierarchy for ranking the
quality and reliability of the information used to determine fair values. The statement requires
that financial assets and liabilities carried at fair value be classified and disclosed in one of the
following three categories:

Level 1 - quoted market prices in active markets for identical assets or liabilities
Level 2 - observable market based inputs or unobservable inputs that are corroborated by

market data
Level 3 - unobservable inputs that are not corroborated by market data

The fair value of cash, accounts receivable, due from and to related party and accounts
payable and accrued liabilities approximates the carrying value due to the short-term nature of
these financial instruments.

Credit Risk
The Company is exposed to credit risk on its cash, accounts receivable and due from related
party.  The risk is mitigated by maintaining cash with major financial institutions and credit
policies that include regular monitoring of the debtor's payment history and performance.  This
risk has decreased in the year resulting from partial repayment of the due from related party
balance.

12
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National Internet Corporation
Notes to Financial Statements

(Expressed in U.S. Dollars)
December 31, 2022 and 2021

4. Financial Instruments (Continued)       

Liquidity Risk
Liquidity risk is the risk that the Company encounters difficulty in meeting its obligations
associated with financial liabilities.  Liquidity risk includes the risk that, as a result of
operational liquidity requirements, the Company will not have sufficient funds to settle a
transaction on the due date; will be forced to sell financial assets at a value which is less than
what they are worth; or may be unable to settle or recover financial assets.  Liquidity risk arises
from accounts payable and accrued liabilities and due to related party.  The Company
manages this risk by maintaining adequate liquidity to meet operating working capital
requirements and regular monitoring of forecasted and actual cash flows.  This risk has not
changed during the fiscal year.

5. Contingencies           

Currently, the Company is not involved in any litigation or claims; however, they do arise from
time to time in the normal course of business.

13
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To the Board of Directors of National Internet Corporation

Opinion
We have audited the accompanying financial statements of National Internet Corporation (the
"Company"), which comprise the balance sheet as at December 31, 2021 and 2020, and the related
statements of operations and retained earnings and cash flows for the year then ended, and the
related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Company as at December 31, 2021, and the results of its operations and its
cash flows for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Basis for Opinion
We conducted our audit in accordance with auditing standards generally accepted in the United
States of America ("GAAS").  Our responsibilities under those standards are further described in the
Auditor's Responsibilities Audit of the 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 audit. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibility of Management for the Financial Statements
Management is responsible for the preparation and fair presentation of the 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 financial statements that are free from material misstatement, whether due to
fraud or error.

In preparing the 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 financial statements
are issued or available to be issued.

Tel:  289 881 1111
Fax:  905 845 8615 
www.bdo.ca 

BDO Canada LLP 
360 Oakville Place Drive, Suite 500 
Oakville ON  L6H 6K8  Canada 
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Auditor's Responsibility
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
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
GAAS 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
financial statements.

In performing an audit in accordance with GAAS, we:

• Exercise professional judgment and maintain professional skepticism throughout the audit.
• Identify and assess the risks of material misstatement of the 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 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
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 audit.

Chartered Professional Accountants, Licensed Public Accountants
Oakville, Ontario
March 25, 2022
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The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
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The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
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The accompanying summary of significant accounting policies and notes are an integral part of these financial statements.
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Page count hanges on a daily basis. Current as of February 20, 2023. Total count including video and 
audio would equate to roughly 7000 pages.
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* Notwithstanding Section (f) of these Michigan cover pages, we intend to enforce the provisions of the 
litigation section of the Franchise Agreement including without limitation the selection of the site for any 
litigation or arbitration. 
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