STRATEGIC INTERNET INVESTMENTS, INCORPORATED
INTERIM FINANCIAL STATEMENTS
September 30, 2015
(Expressed in U.S. Dollars)
(Unaudited)

STRATEGIC INTERNET INVESTMENTS, INCORPORATED
BALANCE SHEETS
(Expressed in U.S. Dollars)
(Unaudited)

September 30,
2015

December 31,
2014

ASSETS
Current:
Cash

$

23,775

$

1,324

TOTAL ASSETS

$

23,775

$

1,324

$

85,126
19,665
8,628
491,520
50,000
753,331

$

79,442
90,472
4,399
425,880
50,000
780,025

LIABILITIES AND STOCKHOLDERS’ DEFICIT
Current:
Accounts payable
Accounts payable – related party
Accrued interest
Accrued interest – related party
Convertible note payable
Loans and convertible notes payable- related party
TOTAL LIABILITIES
Stockholders’ deficit:
Capital Stock
Class A Convertible Preferred stock, $0.001 par value
10,000,000 authorized, 198,000 outstanding
Class B Preferred stock, $0.001 par value
10,000,000 authorized, none outstanding
Common stock, $0.001 par value
100,000,000 authorized
40,359,391 (2014: 36,859,391) issued and outstanding
Additional paid-in capital
Accumulated deficit
TOTAL STOCKHOLDERS’ DEFICIT
TOTAL LIABILITIES AND STOCKHOLDERS’ DEFICIT

$

1,408,270

1,430,218

198

198

-

-

40,359
12,156,359
(13,581,411)

36,859
11,919,859
(13,385,810)

(1,384,495)

(1,428,894)

23,775

$

The accompanying notes are an integral part of these unaudited financial statements.

1,324

STRATEGIC INTERNET INVESTMENTS, INCORPORATED
INTERIM STATEMENTS OF OPERATIONS
(Expressed in U.S. Dollars)
(Unaudited)

Three months ended
September 30,
2015
2014
General and Administrative Expenses
Accounting and audit fees
Communications
Consulting fees
Legal fees (recovery)
Management fees
Office and general
Regulatory fees
Rent
Transfer agent fees

$

5,722 $
25,000
(5,761)
4,000
332
2,104
2,913
430

9,644 $
247
1,000
355
8,952
375

Nine months ended
September 30,
2015
2014

32,934 $
34,000
(5,250)
52,000
6,658
9,527
5,826
1,515

39,443
670
344
13,302
749
10,300
1,125

Operating loss

(34,740)

(20,573)

(137,210)

(65,933)

Other income and expenses
Interest
Gain (loss) on foreign exchange

(24,106)
3,271

(27,534)
9,459

(69,870)
11,479

(79,612)
10,080

Net loss for the period

$

(55,575) $

(38,648) $

Basic and diluted loss per share

$

(0.00) $

(0.00) $

Weighted average number of common
shares outstanding

40,359,391

36,359,391

(195,601) $
(0.01)

$

38,841,076

The accompanying notes are an integral part of these unaudited financial statements.

(135,465)
(0.00)

35,625,325

STRATEGIC INTERNET INVESTMENTS, INCORPORATED
INTERIM STATEMENTS OF CASH FLOWS
(Expressed in U.S. Dollars)
(Unaudited)

Nine months ended
September 30,
2015
2014
Operating Activities
Net loss for the period
Adjustments to reconcile net loss to net cash used in operating activities:
Unrealized foreign exchange loss (gain)
Amortization of debt discount
Changes in non-cash item:
Accounts payable
Accounts payable - related party
Accrued interest
Accrued interest - related party

$

(195,601)

$

(135,465)

(3,749)
-

(2,913)
17,120

5,684
(70,807)
4,229
65,640

(4,980)
(10,237)
3,060
59,432

(194,604)

(73,983)

Financing Activities
Proceeds from issuance of common stock
Proceeds from loans and convertible notes
Repayment of loans - related party

240,000
(22,945)

50,000
50,000
(23,928)

Net cash provided by financing activities

217,055

76,072

22,451

2,089

1,324

3

Net cash used in operating activities

Change in cash during the period
Cash, beginning of the period
Cash, end of the period

$

23,775

$

2,092

Supplementary disclosure of cash flows:
Cash paid for Interest

$

-

$

-

The accompanying notes are an integral part of these unaudited financial statements.

STRATEGIC INTERNET INVESTMENTS, INCORPORATED
NOTES TO THE INTERIM FINANCIAL STATEMENTS
September 30, 2015
(Expressed in U.S. Dollars)
(Unaudited)
1.

Basis of Presentation
The accompanying unaudited interim financial statements have been prepared by the Company pursuant to the rules
and regulations of the United States Securities and Exchange Commission. Certain information and disclosures
normally included in annual financial statements prepared in accordance with accounting principles generally accepted
in the United States of America have been condensed or omitted pursuant to such rules and regulations. In the opinion
of management, all adjustments and disclosures necessary for a fair presentation of these financial statements have
been included. Such adjustments consist of normal recurring adjustments. These interim financial statements should
be read in conjunction with the annual audited financial statements of the Company for the fiscal year ended December
31, 2014 included in the Company’s 10-K Annual Report as filed with the United States Securities and Exchange
Commission.
The results of operations for the period ended September 30, 2015 are not indicative of the results that may be
expected for the full year.

2.

Going Concern
These financial statements have been prepared in accordance with generally accepted accounting principles applicable
to a going concern, which assumes that the Company will be able to meet its obligations and continue its operations for
its next fiscal year. Realization values may be substantially different from carrying values as shown and these financial
statements do not give effect to adjustments that would be necessary to the carrying values and classification of assets
and liabilities should the Company be unable to continue as a going concern. At September 30, 2015, the Company
had not yet achieved profitable operations, has an accumulated deficit of $13,581,411 since its inception, has a working
capital deficiency of $1,384,495 and expects to incur further losses in the development of its business, all of which
casts substantial doubt about the Company’s ability to continue as a going concern. Management anticipates that it
requires approximately $84,000 over the twelve months ended September 30, 2016 to continue operations as well as the
Company estimates it will accrue related interest expenses of $88,000 over the next 12 months on loans due to related
parties. In addition to funding the Company’s general, administrative and corporate expenses the Company is obligated
to address its current obligations totalling $1,408,270. To the extent that cash needs are not achieved from operating
cash flow and existing cash on hand, the Company will be required to raise necessary cash through shareholder loans,
equity issuances and/or other debt financing. Amounts raised will be used to continue the development of the
Company's investment activities, and for other working capital purposes.
The Company’s ability to continue as a going concern is dependent upon its ability to generate future profitable
operations and/or to obtain the necessary financing to meet its obligations and repay its liabilities arising from normal
business operations when they come due. Management has no formal plan in place to address this concern but
considers that the Company will be able to obtain additional funds by equity financing and/or related party advances;
however there is no assurance of additional funding being available. The Company has historically satisfied its capital
needs primarily by issuing equity securities. Management plans to continue to provide for its capital needs during the
twelve months ended September 30, 2016, by issuing equity securities and/or related party advances.

STRATEGIC INTERNET INVESTMENTS, INCORPORATED
NOTES TO THE INTERIM FINANCIAL STATEMENTS
September 30, 2015
(Expressed in U.S. Dollars)
(Unaudited)
3. Loans and Convertible Notes Payable - Related Party
September 30,
2015
a)

Loan payable to a company controlled by a director of the Company plus
accrued interest of $16,725 (2014 - $14,734). The loan is unsecured, bearing
interest at 12% per annum and is repayable on demand.

$

6,802

December 31,
2014

$

6,802

b) Loans payable to companies controlled by directors of the Company. The loans
are unsecured, non-interest bearing, and repayable upon demand.

327,554

354,248

c)

Loan payable to a company controlled by a director of the Company, plus
accrued interest payable of $189,920 (2014 - $164,732), pursuant to a
Convertible Loan Agreement. The loan is unsecured, bearing interest at 10%
per annum and is repayable on demand. The lender may at anytime convert the
principal sum into units of the Company. Each unit will consist of one common
share plus one common share purchase warrant. Each warrant is exercisable for
a period of 2 years from the date of conversion at a price ranging from $0.05 to
$0.23. The principal sum of $163,766 may be converted into 2,320,858 units.
Conversion of these loans and resulting associated warrants to equity will be
based on the conversion price set at the time the principal amount was drawn
ranging from $0.05 to $0.23. Upon conversion of this loan, the $73,685 fair
value of the warrants will be recognized as an interest expense and credited to
additional paid-in capital.

163,766

163,766

d) Loan payable to a company controlled by a director of the Company, plus
accrued interest of $284,875 (2014 - $246,414), pursuant to a Convertible Loan
Agreement. The loan is unsecured, bearing interest at 10% per annum and is
repayable on demand. The lender may at anytime convert the principal sum into
units of the Company. Each unit will consist of one common share plus one
common share purchase warrant. Each warrant is exercisable for a period of 2
years from the date of conversion at a price ranging from $0.05 to $0.12. The
principal sum of $255,209 may be converted into 4,526,436 units. Conversion
of this loan and resulting associated warrants to equity will be based on the
conversion price set at the time the principal amount was drawn ranging from
$0.05 to $0.12. Upon conversion of this loan, the $113,338 fair value of the
warrants will be recognized as an interest expense and credited to additional
paid-in capital.

255,209

255,209

$ 753,331

$

780,025

STRATEGIC INTERNET INVESTMENTS, INCORPORATED
NOTES TO THE INTERIM FINANCIAL STATEMENTS
September 30, 2015
(Expressed in U.S. Dollars)
(Unaudited)

4.

Convertible Loan Payable
On January 5, 2014 Company entered into a Convertible Loan Agreement and issued a convertible note for $50,000.
This loan is unsecured, bearing interest at 10% per annum, and is repayable at maturity on January 7, 2015, or on
demand after that date. At any time, the lender may convert the principle amount of the loan into units of the Company,
each unit consisting of one common share and one non-transferable share purchase warrant, at a conversion rate of
$0.20 per unit. Each share purchase warrant entitles the holder to purchase one additional common share for a period of
two years from the warrant issue date, at an exercise price of $0.20 during the first year, and $0.35 during the second
year. As of September 30, 2015, $8,628 was accrued in interest on the note.
The Company calculated a beneficial conversion feature on the convertible note of $22,826, and this amount was
amortized to interest expense during the year ended December 31, 2014. The amortization of the beneficial conversion
feature is included in interest expense for the period ended September 30, 2014 was $17,120. Upon conversion of this
loan, the $42,000 fair value of the warrants will be recognized as an interest expense and credited to additional paid-in
capital.

5.

Equity
During the nine months ended September 30, 2015, the Company issued 3,500,000 common shares for proceeds of
$240,000.
Stock-based Compensation
Stock Option Plan
The Company’s board of directors approved a stock option plan. Under the plan directors, employees and consultants
may be granted options to purchase common stock of the Company at a price of not less than 100% of the fair market
value of the stock. The total number of options granted must not exceed 15% of the outstanding common stock of the
Company. The plan expires on July 1, 2017.
No options were granted and no compensation expense was recorded during the periods ended September 30, 2015
and 2014.
The fair value of each option grant was estimated on the date of the grant using the Black-Scholes option valuation
model. The Black-Scholes option valuation model requires the input of highly subjective assumptions including the
expected price volatility. Changes in the subjective input assumptions can materially affect the fair value estimate and
therefore the Black-Scholes model does not necessarily provide a reliable single measure of the fair value of the
Company’s share purchase options.
As at September 30, 2015, the Company had share purchase options outstanding as follows:
Expiry Date
October 15, 2017
January 16, 2018
Total options outstanding

Exercise Price

Remaining Contractual Life

$0.10
$0.12

2.04 years
2.30 years

1,200,000
2,940,000

2.22 years

4,140,000

At September 30, 2015 all of the outstanding share purchase options were exercisable.

Number of Options

STRATEGIC INTERNET INVESTMENTS, INCORPORATED
NOTES TO THE INTERIM FINANCIAL STATEMENTS
September 30, 2015
(Expressed in U.S. Dollars)
(Unaudited)
6.

Commitments
On September 30, 2015 SIII entered into a Conditional Sale and Purchase Agreement (the “Skytower Agreement”) for
the purchase of the Skytower Hotel Atayol (the “Skytower Property”), located in Akcakoca Turkey.
The Skytower Agreement contemplates that SIII will purchase up to 100% of the Skytower Property, at the “Purchase
Price”, which is defined within the Skytower Agreement to be the lower of the net appraised value of the Skytower
Property as determined by a mutually acceptable, fully independent, professional valuator experienced in hotel real
estate valuation appraisal within the jurisdiction of the Skytower Property location or alternatively, the vendor’s
estimated value of US$50,000,000 minus deduction of all associated Skytower Property debt.
Under the Skytower Agreement the parties have agreed that SIII will, upon completion of due diligence and the
contemplated property valuation referred to above, finance the Purchase Price through the issuance of Convertible
Debenture Securities of SIII with a deemed value equal to the Purchase Price. Each Convertible Debenture is to have a
deemed value of US$100,000 and is convertible into common share of SIII at US$1.00 per share.
The closing of the Skytower Agreement is subject to the acceptable completion of due diligence by SIII.
This is a related party transaction as a Director of SIII is also a director of some companies which comprise the vendors
of the Skytower Property.
Any funding that maybe required to complete the Skytower Property transaction has not yet been fully secured, there
can be no assurances the transaction will proceed.

7.

Related Party Transactions
At September 30, 2015, accounts payable includes $19,665 due to directors, a company controlled by a director of the
Company, and a company with directors in common, in respect of unpaid management fees, expenses incurred on
behalf of the Company, and operating costs paid on behalf of the Company.
At September 30, 2015, accrued interest includes $491,520 due to companies controlled by directors of the Company.
During the period ended September 30, 2015 the Company paid two directors $52,000 in management fees and $5,670
was paid for shared office and general expenses to a Company with a director in common.

8.

Revision of Prior Period Financial Statements
In connection with our review of our financial statements for prior periods, we identified the following item which we
have revised in our 2014 financial statements: A beneficial conversion feature on the convertible note of $22,826, and
this amount was amortized to interest expense during the year ended December 31, 2014. Accordingly, the September
30, 2014 interest expense was revised to include the quarterly amortization of the beneficial conversion feature in the
amount of $17,120.
The Company has evaluated the effect of the revisions on all relevant periods in accordance with Staff Accounting
Bulletin (“SAB”) 99 and SAB 108 and determined that the impact of the revisions on its previously filed annual
financial statements for the interim period ended September 30, 2014 was not material.

STRATEGIC INTERNET INVESTMENTS, INCORPORATED
NOTES TO THE INTERIM FINANCIAL STATEMENTS
September 30, 2015
(Expressed in U.S. Dollars)
(Unaudited)

The effects of the revisions on reported amounts for the balances of 2014 are presented below in the following tables:

INTERIM STATEMENT OF OPERATIONS

As Reported
Operating loss

$(65,933)

Other income and expenses
Interest
Gain (loss) on foreign exchange
Net loss for the period
Basic and diluted loss per share

Nine months ended
September 30, 2014
Adjustment
$

-

As Restated
$(65,933)

(62,492)
10,080

(17,120)
-

(79,612)
10,080

$(118,345)

$ (17,120)

$(135,465)

$(0.00)

$

-

$(0.00)

INTERIM STATEMENT OF CASH FLOWS

As Reported
Operating Activities
Net loss
Adjustments to reconcile net loss to net
cash used in operating activities:
Unrealized foreign exchange gain
Amortization of debt discount
Changes in non-cash item:
Accounts payable
Accounts payable - related party
Accrued interest
Accrued interest - related party
Net cash used in operating activities

$(118,345)

Nine months ended
September 30, 2014
Adjustment
$(17,120)

As Restated
$(135,465)

(2,913)
-

17,120

(2,913)
17,120

(4,980)
(10,237)
3,060
59,432

-

(4,980)
(10,237)
3,060
59,432

-

$(73,983)

$(73,983)

$

