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To the Shareholders of HTC Purenergy Inc.
Management’s Accountability for Management’s Discussion and Analysis and
Financial Statements
The unaudited condensed consolidated interim financial statements for the period ending March
31, 2016 (“Consolidated Financial Statements”) have been prepared by management in
accordance with International Financial Reporting Standards in Canada. Management is
responsible for ensuring that these statements, which include amounts based upon estimates
and judgment, are consistent with other information and operating data contained in
management’s discussion and analysis for the period ending March 31, 2016 (“MD&A”) and
reflect HTC Purenergy Inc. (“HTC” or the “Corporation”) business transactions and financial
position.
Management is also responsible for the information disclosed in the MD&A including
responsibility for the existence of appropriate information systems, procedures and controls to
ensure that the information used internally by management and disclosed externally is complete
and reliable in all material respects.
In addition, management is responsible for establishing and maintaining an adequate system of
internal control over financial reporting. Such systems are designed to provide reasonable
assurance that the financial information is relevant, reliable and accurate and that the
Corporation’s assets are appropriately accounted for and adequately safeguarded. Management
has concluded that the Corporation’s system of internal control over financial reporting was
effective as at March 31, 2016.
The board of directors (“Board”) annually appoints an audit committee which includes directors
who are not employees of the Corporation. This committee meets regularly with management
and the shareholders' auditors to review significant accounting, reporting and internal control
matters. The shareholders' auditors have unrestricted access to the audit committee. The audit
committee reviews the interim and annual financial statements, the report of the shareholders'
auditors, and the interim and annual management’s discussion and analysis and has delegated
authority to approve the interim filings, and makes recommendations to the Board regarding
annual filings.
Management has reviewed the filings of the Corporation’s MD&A, Consolidated Financial
Statements and attachments thereto. Based on our knowledge, having exercised reasonable
diligence, these filings do not contain any untrue statement of material fact or omit to state a
material fact required to be stated or that is necessary to make a statement not misleading in
light of the circumstances under which it is made, with respect to the period covered by the
interim filings. Based on our knowledge, having exercised reasonable diligence, the
Consolidated Financial Statements together with the other financial information included in the
interim filings fairly present in all material respects the financial condition, the financial
performance and cash flows of the Corporation, as of the date of and for the periods presented
in the interim filings.

Signed “Lionel Kambeitz”
LIONEL KAMBEITZ
CHAIRMAN & CEO

Signed “Jeffrey Allison”
JEFFREY ALLISON
SR. VICE-PRESIDENT & CFO
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NOTICE TO READER OF THE
CONDENSED CONSOLIDATED INTERIM
FINANCIAL STATEMENTS

The condensed consolidated interim financial statements for the period ending March 31,
2016 have been prepared by management in accordance with the International Financial
Reporting Standards and have not been reviewed by HTC Purenergy Inc.’s Auditor.

Signed “Lionel Kambeitz”
Lionel Kambeitz
Chairman, CEO and Director
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Consolidated Statement of Financial Position
(In Canadian dollars)

Note

Mar. 31, 2016

Dec. 31, 2015

$ 3,598,835
1,378,989
718,273
3,741,788
57,080
98,333
11,455,213
21,048,511

$ 6,953,041
4,080,147
268,849
4,373,212
73,657
143,333
15,892,239

8
9
10
11
12
13

2,310,690
266,667
591,815
1,247,332
81,128
4,779,971
$30,326,114

2,708,288
266,667
612,070
816,200
83,638
11,137,283
$31,516,385

23

$ 3,817,919
20,759
37,852
411,020
482,476
4,311,151
9,081,177

$ 9,312,287
206,615
39,895
470,859
563,422
10,593,078

4
14
15

177,932
190,428
1,107,752
10,557,289

183,427
190,428
1,113,438
12,080,371

16
17

38,978,214
940,556
(23,029,051)
359,804

38,978,214
940,556
(22,785,885)
(71,329)

17,249,523

17,061,556

2,519,302
19,768,825
$30,326,114

2,374,458
19,436,014
$31,516,385

ASSETS
Current Assets:
Cash
Accounts receivable
Other receivables
Inventory
Prepaid expenses and other assets
Current portion of lease receivable
Assets held for sale

23
5
6

Property, plant and equipment
Lease receivable
Product development
Investments
Patents
Goodwill and intangible assets

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities:
Accounts payable and accrued liabilities
Government remittances payable
Corporate tax payable
Current portion of financing lease
Current portion of long term debt
Liabilities held for sale

Deferred tax liability
Financing lease
Long term debt
Shareholders’ Equity:
Share capital
Contributed surplus
Retained deficit
Accumulated other comprehensive gain (loss)
Total equity attributable to shareholders of the
Corporation
Total equity attributable to non-controlling interest
Total equity
Total liabilities and equity

9
7

14
15
7

See accompanying notes to the Consolidated Financial Statements
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Consolidated Statement of Loss
(In Canadian dollars except per share amounts)
2016

2015

$1,406,803
25,262
1,432,065

$2,184,594
436,317
2,620,911

880,160
19,809
1,320,995
170,067
17,912
2,408,943

1,444,204
299,981
960,557
127,567
19,812
2,852,121

Loss from commercial operations

(976,878)

(231,210)

Other income:
Interest and other income
Loss from operations

6,655
(970,223)

12,977
(218,233)

Gain on disposal of assets

2,321

-

(967,902)

(218,233)

(5,494)

5,748

(962,408)

(223,981)

864,086

665,325

$(98,322)

$441,344

Income (loss) for the period attributable to:
Shareholders of the Corporation
Non-controlling interest
Net income (loss) for the period

$(243,166)
144,844
$(98,322)

$289,670
151,674
$441,344

Loss per share – basic and diluted
Loss per share – fully diluted
Loss per share from continuing operations

(.003)
(.03)

.015
.011
(.01)

30,309,195
39,159,195

30,309,195
39,159,195

For the three month period ended March 31
Revenue:
Sales
Engineering, process design & consulting

Note

Expenses:
Cost of sales
Engineering and process design services
Commercialization, product development and administration
Amortization
Finance costs

Loss for the period before tax
Tax (recovery) provision
Loss from continuing operations

18

Income from assets held for sale (net of tax provision)

7

Net income (loss) for the period

Weighted average shares outstanding:
Basic
Diluted

See accompanying notes to the Consolidated Financial Statements
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Consolidated Statement of Other Comprehensive Income (Loss)
(In Canadian dollars)
For the 3 month period ended March 31

Note

Net income for the period
Other comprehensive gain (loss) for the
period

2016

2015

$(98,322)

$441,344

431,133

(430,158)

332,811

11,186

11

Total comprehensive income
Total comprehensive income (loss) for the period attributable
to:
Shareholders of the Corporation
Non-controlling interest
Net income (loss) for the period

187,967
144,844
$332,811

(140,488)
151,674
$ 11,186

See accompanying notes to the Consolidated Financial Statements
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Consolidated Statement of Changes in Equity
(In Canadian dollars, except number of shares)
Equity attributable to the shareholders
Number of
Shares
Balance at
Dec. 31, 2015

Share Capital

Contributed
Surplus

Deficit

30,309,195

$38,978,214

$940,556

$(22,785,885)

Total Income (Loss)

-

-

-

(243,166)

Other comprehensive
gain/(loss)

-

-

-

30,309,195

$38,978,214

$940,556

Balance Mar. 31, 2016

Other

Non

Comprehensive
income

Controlling
Interests

$

(71,329)

$2,374,458

$19,436,014

-

144,844

(98,322)

431,133

$(23,029051)

$

359,804

Total Equity

431,133

$2,519,302

$19,768,825

Equity attributable to the shareholders
Number of
Shares
Balance at
Dec 31, 2014

Share Capital

Contributed
Surplus

Deficit

Other

Non

Comprehensive
income

Controlling
Interests

$(1,724,065)

30,309,195

$38,978,214

$940,556

$(20,560,325)

Total Income (Loss)

-

-

-

289,670

Unrealized gain on sale
of assets

-

-

-

Balance Mar. 31, 2015

30,309,195

$38,978,214

$940,556

$2,693,789

$20,328,169

151,674

441,344

(430,158)
$(20,849,995)

$(2,154,223)

Total Equity

(430,158)
$2,845,463

See accompanying notes to Consolidated Financial Statements
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Consolidated Statement of Cash Flows
(In Canadian dollars)
For the three month period ended March 31

Note

2016

2015

$(98,322)

$441,344

170,067
29,047
(2,321)
(5,495)
(2,605,388)
(2,512,412)

127,567
16,584
1,825,237
2,410,732

(454,578)
(229,154)
(86,630)
45,000
(725,362)

103,366
(60,663)
(25,188)
-

(59,839)
(3,297,613)
6,953,041
(56,593)
3,598,835

(38,844)
(38,844)
2,389,403
1,230,599
$3,620,002

3,327
17,912
-

13,823
11,117
-

Cash Flows from Operating Activities:
Net income
Items not affecting cash:
Amortization
Amortization of Assets held for sale
Gain on sale of assets
Deferred tax expense
Change in working capital and other

20

Cash flows from investing activities:
Cash change in investments and loans receivable
Purchase of assets (net)
Capitalized development costs
Finance leases paid during the period
Finance leases received during the period

Cash flows from financing activities:
Loans repaid during the period
Increase (decrease) in cash during the period
Cash – beginning of period
Cash held for sale
Cash – end of period

7

Included in operating activities
Cash interest received
Cash interest paid
Corporate tax paid

See accompanying notes to the Consolidated Financial Statements
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Notes to the Consolidated Financial Statements
Unaudited for the three months ended March 31, 2016 and 2015

1. Operations:
HTC Purenergy Inc. (“HTC” or “Corporation”) is incorporated under the Business
Corporations Act (Alberta) and is located at #002-2305 Victoria Avenue, Regina,
Saskatchewan, Canada. These interim unaudited condensed consolidated financial
statements for the period ending March 31, 2016 (“Consolidated Financial
Statements”) include the accounts of the Corporation and its wholly owned
subsidiary companies. All intercompany balances, transactions and unrealized
profits and losses are eliminated on consolidation.
With the exception of HTC’s subsidiaries, Maxx Group of Companies Corp. (“Maxx”)
and Clear Glycol & Solvents Inc. (formerly Delta Purification Corp.), HTC and its
subsidiaries are development stage companies whose commercial business is the
development, aggregation and commercialization of proprietary technologies relating
to CO2 capture and CO2 solvent recovery.
Maxx and its subsidiaries provide energy products and services for oil field drilling,
completion and production; and operate custom fabrication, CNC and conventional
machine shop, overhead, mobile crane division, fertilizer/material handling and paint
shop.
Clear Glycol & Solvents Inc. (“ClearGSI”) and its subsidiaries provide recycled
glycol and solvent products and services for a wide range of industries including oil,
gas processing, mining, aviation, and agriculture.
2. Basis of Presentation:
a) Statement of Compliance with International Financial Reporting Standards
(“IFRS”):
These Consolidated Financial Statements have been prepared in accordance with
International Financial Reporting Standards, as issued by the International
Accounting Standards Board (“IASB”) and Interpretations of the International
Financial Reporting Interpretations Committee (“IFRIC”).
These Consolidated Financial Statements have been prepared in accordance with
IAS 34 Interim Financial Reporting. The Consolidated Financial Statements do not
include all of the information required for full annual financial statements and should
HTC Purenergy Inc. | Condensed Consolidated Interim Financial Statements
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be read in conjunction with the annual audited consolidated financial statements as
at and for the year ended December 31, 2015.
These Consolidated Financial Statements include the accounts of HTC and its
subsidiaries. In management’s opinion, the Consolidated Financial Statements
include all adjustments necessary to fairly present such information.
These Consolidated Financial Statements were authorized by the audit committee of
the board of directors for issue and approved by the Corporation’s board of directors
(“Board”) on May 30, 2016.
b) Comparative Amounts
Comparative amounts have been restated to conform to the present basis of
presentation.
c) Functional Currency
The Consolidated Financial Statements are presented in Canadian dollars, which is
the Corporation’s functional currency.
d) Use of Estimates and Judgment
The preparation of the Consolidated Financial Statements in accordance with IFRS
requires management to make judgments, estimates and assumptions that affect the
application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates. Revisions to
accounting estimates are recognized in the period in which the estimates are revised
and in any future years affected.
Judgment is used mainly in determining whether a balance or transaction should be
recognized in the Consolidated Financial Statements. Estimates and assumptions
are used mainly in determining the measurement of recognized transactions and
balances. However, judgment and estimates are often interrelated.
Judgments, estimates and assumptions are continually evaluated and are based on
historical experience and other factors including expectations of future events that
are believed to be reasonable under the circumstances. Revisions to accounting
estimates are recognized in the period in which the estimates are revised and in
future periods affected.
These Consolidated Financial Statements are based on management’s best
estimates using information available. Uncertainty regarding the timing of anticipated
large scale market demand for carbon capture technology, related legislative
incentives, and uncertainty in financial markets has complicated the estimation
HTC Purenergy Inc. | Condensed Consolidated Interim Financial Statements
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process. Accordingly, the inherent uncertainty involved in making estimates and
assumptions may impact the actual results reported in future periods by a material
amount.
Use of estimates and judgment – Information about judgment, assumptions and
estimation uncertainties that have a significant risk of resulting in a material
adjustment are as follows:
Investments classification:
As part of the evaluation and identification of significant influence investments,
management must exercise judgment based on current information and in the
evaluation and applications of the accounting pronouncements. Determination of
whether or not an investment should be classified and accordingly accounted for as
subsidiary, significant influence or available for sale has a material impact on the
financial statements. Management takes into account all facts and circumstances in
concluding the classification of an investment.
Business Combinations:
Business combinations are accounted for using the acquisition method of
accounting. The determination of fair value often requires management to make
assumptions and estimates about future events. The assumptions and estimates with
respect to determining the fair value of acquired assets, liabilities, goodwill and
intangibles changes in any of these assumptions or estimates used in determining
the fair value of acquired assets and liabilities could impact the amounts assigned to
assets, liabilities and goodwill in the purchase price allocation. Future net income can
be affected as a result of changes in asset impairment.
Asset Impairment:
The carrying amounts of the Corporation’s non-financial assets, other than
inventories, are reviewed at each reporting date to determine whether there is any
indication of impairment. If any such indication exists, then the asset’s recoverable
amount is estimated.
The Corporation’s most significant estimates and assumptions involve values
associated with product development costs, patents, goodwill and intangible assets.
These estimates and assumptions include those with respect to future cash inflows
and outflows, discount rates, asset lives, and the determination of cash generating
units. At least annually, the carrying value of goodwill is reviewed for potential
impairment. Among other things, this review considers the fair value of the cashgenerating units based on discounted estimated future cash flows or other
information about the fair values. This review involves significant estimation
uncertainty, which could affect the Corporation’s future results if the current
estimates of future performance and fair values change.

HTC Purenergy Inc. | Condensed Consolidated Interim Financial Statements
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Classification of Financial Instruments:
The Corporation classifies its financial instruments into one of the following
categories: held for-trading; held-to-maturity; loans and receivables; available-forsale; and other liabilities. Classification requires management to exercise judgment
based on available information and in the context of the prescribed accounting
policies.
Provisions:
Provisions are recognized when the Corporation has a present legal or constructive
obligation as a result of a past obligating event and it is probable that an outflow of
resources will be required to settle the obligation and the amount can be reliably
estimated. Identification and evaluation of provisions is subject to judgment and
estimates.
Inventory Provision:
In determining the lower of cost and net realizable value of inventory and in
establishing the appropriate impairment amount for inventory obsolescence,
management estimates the likelihood that inventory carrying values will be affected
by changes in market pricing or demand for the products and by changes in
technology or design which could make inventory on hand obsolete or recoverable at
less than the recorded value. Management performs regular reviews to assess the
impact of changes in technology and design, sales trends and other changes on the
carrying value of inventory. Where it is determined that such changes have occurred
and will have an impact on the value of inventory on hand, appropriate adjustments
are made. If there is a subsequent increase in the value of inventory on hand,
reversals of previous write-downs to net realizable value are made. Unforeseen
changes in these factors could result in additional inventory provisions, or reversals
of previous provisions, being required.
Revenue Recognition:
Revenues from contracts for product and engineering development services is
recognized on achieving defined milestones agreed with the customer under the
contract. Management monitors the progress achieved against these milestones and
considers that milestones represent actual proportionate work performed on the
contracts. Accordingly the revenues and costs for these contracts are recognized at
the time milestone bills are sent to the customers. Changes in management’s
estimated costs to complete a contract may result in an adjustment to previously
recognized revenues.
Utilization of Tax Losses:
Due to current circumstances, there is no immediate expectation for utilization of
losses based on prior year’s results.
Contingencies:
By their nature, contingencies will only be resolved when one of more future events
HTC Purenergy Inc. | Condensed Consolidated Interim Financial Statements
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occur or fail to occur. The assessment of contingencies inherently involves the
exercise of significant judgment and estimates of the outcome of future events.
Additional insight to the use of judgment estimates and assumptions are provided in
the notes below.
e) Basis of Measurement
The Consolidated Financial Statements have been prepared on the historical cost
basis except for certain financial instruments which are measured at fair value
through profit and loss as described in Note 3. The methods used to measure fair
values are discussed in Note 20.
3. Significant Accounting Policies:
There were no new or amended accounting standards adopted by the Corporation
for the period ending March 31, 2016 (“Period”).
Cash Equivalents
Cash equivalents are comprised of cash and highly liquid investments with a maturity
of three months or less from the date of purchase. The Corporation does not presently
have any highly liquid investments that would qualify as a cash equivalent and so has
disclosed cash.
Basis of Consolidation
a) Subsidiaries
Subsidiaries are entities controlled by the Corporation. The financial statements of
the subsidiaries are included in the Consolidated Financial Statements from the date
that control commences until the date that control ceases.
b) Transactions Eliminated on Consolidation
Intercompany balances and transactions, and any unrealized income and expenses
arising from intercompany transactions are eliminated in preparing the Consolidated
Financial Statements. Unrealized losses are eliminated in the same way as
unrealized gains, but only to the extent that there is no evidence of impairment.
The Consolidated Financial Statements include the accounts of the Corporation and
its subsidiaries.
As at March 31 2016, wholly owned subsidiaries include
101079353 Saskatchewan Ltd, HTC CO2 Systems Corp. (“HTC CO2 Systems”),
Carbon Rx Inc., CO2 Technologies Pty Ltd., ClearGSI and Maxx. Maxx owns the
following subsidiaries: 101059035 Saskatchewan Ltd. doing business as Pinnacle
Industrial Services (“Pinnacle”), NuVision Industries Inc. (“NuVision”) and
SteelBlast Coatings and Painting Inc. (collectively referred to as the “Maxx Group”).
HTC Purenergy Inc. | Condensed Consolidated Interim Financial Statements
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Maxx operations are based in Alberta and Saskatchewan. ClearGSI owns the
following subsidiaries: 1235014 Alberta Ltd doing business as Valhalla Filtration
2006 (“Valhalla”) and Clear Glycol Inc. (“Clear”). ClearGSI operations are based in
Alberta, British Columbia and Saskatchewan. The Corporation has accounted for the
business combinations using the acquisition method of accounting.
Available for sale investments
HTC accounts for its investment in Maxx Chenglin Energy Products and Services
Ltd. (“MCEPS”), a private company, as available for sale investment due to
contractual restrictions on shares. HTC effectively owns directly and indirectly 22%
of MCEPS (2015 – 22%).
Foreign Currency Translation
The Corporation translates monetary assets and liabilities using the rate of
exchange at the Consolidated Financial Statement date and non-monetary assets
liabilities using the historical exchange rate at the transaction date. Revenues and
expenses are translated using the average exchange rate in effect for the period.
Inventory
Inventory is comprised of completed product as well as work in progress including
materials, services, labor and related overhead associated with projects in progress.
Inventory is valued at the lower of cost and net realizable value using the specific
identification method.
Property, Plant and Equipment
Property plant and equipment is recorded at cost and depreciated over its useful life
at a rate of 30% on a declining balance basis except for leasehold improvements (3
years straight line). Manufacturing property and equipment are amortized on a
straight line basis as follows: Vehicles - 3 to 5 years; leaseholds, office equipment
and buildings - 5 years; and shop equipment - 10 years. The amortization period
requires estimation of the useful life of the asset and its salvage and residual value.
Long-lived assets are tested for recoverability if events or changes in circumstances
indicate that the carrying amount may not be recoverable.
Impairment of Assets
a) Financial Assets
The Corporation assesses at each statement of financial position date whether there
is any objective evidence that a financial asset is impaired. A financial asset or a
group of financial assets is deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more events that have occurred after
the initial recognition of the asset (an incurred ‘loss event’) and that loss event has
an impact on the estimated future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Evidence of impairment may include
indications that the debtors or a group of debtors is experiencing significant financial
HTC Purenergy Inc. | Condensed Consolidated Interim Financial Statements
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difficulty, default or delinquency in interest or principal payments, the probability that
they will enter bankruptcy or other financial reorganization and where observable
data indicate that there is a measurable decrease in the estimated future cash flows,
such as changes in arrears or economic conditions that correlate with defaults.
Impairment losses on financial assets carried at amortized cost are reversed in
subsequent periods, if the amount of the loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized.
b) Non-Financial and Intangible Assets
The carrying amounts of the Corporation’s property and equipment and intangible
assets having a finite useful life are assessed for impairment indicators on an annual
basis to determine whether there is any indication that these assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is
estimated in order to determine the extent of the impairment loss, if any.
An impairment loss is recognized for the amount by which the assets carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of an
asset’s or group of assets’ estimated fair value less costs to sell and its value in use.
For the purposes of assessing impairment, assets are grouped at the lowest levels
for which there are separately identifiable independent cash inflows (CGU).
Where an impairment loss is subsequently reversed, the carrying amount of the
asset or CGU is increased to the revised estimate of its recoverable amount, but
limited to the carrying amount that would have been determined had no impairment
loss been recognized for the asset or CGU in prior years. A reversal of an
impairment loss is recognized immediately in profit or loss.
Assets that have an indefinite useful life and goodwill are not subject to depreciation
and are tested for impairment at least on an annual basis or earlier when there is an
indication of potential impairment.
Provisions
Provisions are recognized when the Corporation has a present legal or constructive
obligation as a result of a past obligating event and it is probable that an outflow of
resources will be required to settle the obligation and the amount can be reliably
estimated.
These provisions are measured at the present value of management’s best estimate
of the expenditure required to settle the obligation as at December 31, 2015. The
discount rate used to determine the present value reflects current market
assessments of the time value of money. The Corporation performs evaluations to
identify onerous contracts and where applicable, records provisions for such
contracts.
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Financial instruments
The Corporation classifies its financial instruments into one of the following
categories: held-for-trading; held-to-maturity; loans and receivables; available-forsale; and other financial liabilities. All financial instruments are measured at fair value
on initial recognition. Transaction costs are included in the initial carrying amount of
financial instruments, except for held-for-trading instruments, in which case the
transaction costs are expensed as incurred. Measurement in subsequent periods is
based on the classification of the financial instrument.
Financial assets and liabilities classified as held-for-trading are measured at fair value
with gains and losses recognized in net income. Financial assets held-to-maturity,
loans and receivables and financial liabilities, other than those held-for-trading, are
measured at amortized cost using the effective interest rate method. Available-forsale instruments are measured at fair value with unrealized gains and losses
recognized in other comprehensive income. Where the fair value of financial assets
that are equity instruments is not determinable because there is no active market for
the instrument, the asset is carried at cost and tested annually for impairment.
Financial instruments
Cash
Accounts receivable
Investments
Accounts payable and accrued liabilities
Long term debt

Classification
Held-for-trading
Loans and receivables
Available for sale
Other financial liabilities
Other financial liabilities

Measurement
Fair value
Amortized cost
Fair value
Amortized cost
Amortized cost

Patents
Costs associated with registration of patents are accumulated at cost and when
registration is complete, amortized on a straight line basis over 15 years.
Intangible Assets
Identifiable intangible assets, acquired through acquisitions that are subject to
amortization, are amortized using the straight-line method over their estimated useful
lives of 3 to 20 years.
Intangible assets, not subject to amortization, are tested annually for impairment,
and any impairment identified is charged to earnings as identified.
Research and Development
Research costs are expensed as they are incurred in accordance with specific
criteria set out under IFRS. Product development costs are expensed as incurred
except if the costs are related to the development and setup of new products,
processes and systems, and satisfy certain conditions for capitalization, including
reasonable assurance that they will be recovered. All capitalized development costs
are amortized when commercial production begins, based on the expected useful life
HTC Purenergy Inc. | Condensed Consolidated Interim Financial Statements
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of the completed product. The carrying value of capitalized development costs are
examined for recoverability annually.
Costs associated with the development of the LCDesign™, and HTC’s Delta
Reclaimer SystemTM, PDOengine™ have been capitalized in accordance with the
specific criteria under IFRS.
Goodwill
The excess of the purchase price over the fair market value of identifiable assets
acquired and liabilities assumed is recognized as goodwill. Goodwill is assessed for
impairment at least annually or more frequently if events or changes in
circumstances indicate that the goodwill might be impaired. The assessment of
impairment is based on estimated fair market values derived from certain valuation
models, which may consider various factors such as estimated future earnings,
terminal values and discount rates.
An impairment loss, if any, is recognized to the extent that the carrying amount of
goodwill relating to certain acquired assets exceeded its estimated market value. As
at December 31, 2015, the date of the last impairment test, there has been no further
impairment of goodwill. The impairment test of goodwill involves significant estimates
and judgement based on the information available to management at the date of the
impairment test. Should these assumptions and estimates be incorrect, the carrying
value of goodwill may differ from the amount recorded by a material amount.
Stock-Based Compensation
The Corporation used the fair-value based method of accounting for share-based
compensation for all awards of share options granted. The fair value at the grant
date of share options is calculated using the Black-Scholes valuation method.
Compensation expense is charged to net income over the vesting period with a
corresponding increase to contributed surplus.
The Corporation issues shares and share options under its share-based
compensation plans as described in Note 17. Any consideration paid by directors,
consultants and employees on exercise of share options or purchase of shares,
together with the amount initially recorded in contributed surplus, is credited to share
capital.
Revenue Recognition
Revenues from contracts for product and engineering development services is
recognized on achieving defined milestones agreed with the customer under the
contract. Management monitors the progress achieved against these milestones and
considers that milestones represent actual proportionate work performed on the
contracts. Accordingly the revenues and costs for these contracts are recognized at
the time milestone bills are sent to the customers.
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Revenue from product sales are recognized when risks and rewards of ownership
are transferred to the customer and the amount of revenue can be measured
reliably.
Interest revenue is recorded when earned.
Government Grants and Bursaries
Government assistance and investment tax credits are recorded as either a
reduction of the cost of the applicable assets, or credited against the related expense
incurred in the statement of operations, as determined by the terms and conditions of
the agreements under which the assistance is provided to the Corporation or the
nature of the expenditures which gave rise to the credits unless repayable conditions
or terms are attached, in which case they are recorded separately. Government
assistance and investment tax credit receivables are recorded when their receipt is
reasonably assured.
Income Taxes
Income tax expense comprises the sum of deferred tax and current tax not
recognized in other comprehensive income or directly in equity.
Current income tax assets and/or liabilities comprise those obligations to, or claims
from, fiscal authorities relating to the current or prior reporting periods, that are
unpaid at the reporting date. Current tax is payable on taxable profit, which differs
from profit or loss in the financial statements. Calculation of current tax is based on
tax rates and tax laws that have been enacted or substantively enacted by the end of
the reporting period.
Deferred income taxes are calculated using the liability method of accounting. Under
this method, future income tax assets and liabilities are recognized for the future
income tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective income tax
basis (temporary differences).
The resulting changes in the net future tax asset or liability are included in income.
Future tax assets and liabilities are measured using enacted or substantively
enacted tax rates, expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. The effect on future
income tax assets and liabilities of a change in tax rates is recognized in income in
the period that includes the date of enactment or substantive enactment. Future
income tax assets are recognized to the extent it is probable that these will be
realized in the future.
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Changes to Accounting Policies and Future Changes to Accounting Standards
Future Changes to accounting policies not yet adopted
The standards and interpretations that are issued, but not yet effective up to the date
of issuance of the Corporation’s Consolidated Financial Statements, and that may
have an impact on the disclosures and financial position of the Corporation, are
disclosed below. The Corporation intends to adopt these standards and
interpretations, if applicable, when they become effective.
Revenue from Contracts with Customers:
In May 2014, the IASB issued IFRS 15, Revenue from Contracts with Customers. It
replaces existing revenue recognition guidance and provides a single, principles
based five-step model to be applied to all contracts with customers. Retrospective
application of this standard is effective for fiscal years beginning on or after January
1, 2017, with earlier application permitted. The Corporation is currently assessing
the impact of this standard.
Financial Instruments: Recognition and Measurement:
In July 2014, IFRS 9, Financial Instruments was issued as a complete standard,
including the requirements previously issued related to classification and
measurement of financial assets and liabilities, and additional amendments to
introduce a new expected loss impairment model for financial assets, including
credit losses. Retrospective application of this standard with certain exemptions is
effective for fiscal years beginning on or after January 1, 2018, with earlier
application permitted. The Corporation is currently assessing the impact of this
standard.
Leases:
In January, 2016, the IASB issued IFRS 16, Leases, which replaces IAS 17, Leases.
For lessees applying IFRS 16, a single recognition and measurement model for
leases would apply, with required recognition of assets and liabilities for most
leases. The standard will come into effect for annual periods beginning on or after
January 1, 2019, with earlier adoption permitted if the entity is also applying IFRS 15
Revenue from Contracts with Customers. The Corporation plans to adopt IFRS 16
on January 1, 2019 and is currently assessing the potential impact of this adoption
on the Corporation’s financial statements.
4. Business acquisition
On October 31, 2015, ClearGSI acquired 100% of Valhalla for consideration of
$563,000 paid by way of promissory note due by October 31, 2016. These
promissory notes are unsecured and carry no interest. The outstanding balance has
been included in “Accounts payable accrued liabilities” in the statement of financial
position.
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On December 31, 2015, ClearGSI acquired 100% of Clear for consideration of
$1,000,000 paid by way of promissory note due by December 31, 2016. These
promissory notes are unsecured and carry no interest. The outstanding balance has
been included in “Accounts payable accrued liabilities” in the statement of financial
position.
The consideration paid and the fair value of assets and liabilities acquired as result
of these acquisitions are presented below:
Acquisition date
Purchase price
Fair value of assets & liabilities acquired:
Current Assets
Property Plant & Equipment
Investment
Intangible Assets
Current Liabilities
Deferred Tax Liabilities

Valhalla
Clear
October 31, 2015 December 31, 2015
$563,000
$1,000,000
$369,912
368,071
10,000
(134,868)
(50,115)
$563,000

$499,790
710,680
161,636
(238,795)
(133,311)
$1,000,000

The Corporation acquired cash of $196,755 on these acquisitions as follows:
Valhalla acquisition
Clear acquisition

$133,933
$62,822
$196,755

5. Other receivables

Loan to related party
Other receivables

Mar. 31, 2016
$245,636
472,637
$718,273

Dec. 31, 2015
$242,307
26,542
$268,849

Loan to related party represents short-term loan to Kingsland Energy Corp. bearing
interest at 6%. The loan is secured with a first charge on property of the third party.
6. Inventory

Work in progress
Materials and supplies
Finished goods

Mar. 31, 2016
$ 533,564
2,978,420
229,804
$3,741,788

Dec. 31, 2015
$ 582,408
3,380,584
410,220
$4,373,212
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During the three month period ending March 31, 2016, changes in work in progress,
materials, supplies and finished goods recognized as cost of sales amounted to
$880,160 (2015 - $5,676,830). There were no adjustments for net realizable value
or obsolescence during the Period or for the year ending December 31, 2015.
7. Held for sale:
On April 1, 2016, the Corporation will sell its interest in NuVision (see Subsequent
Events Note 28 below). Assets and related liabilities net of consolidation elimination
adjustments have been recorded as held for sale.
Assets held for sale:
Cash
Accounts receivable
Inventory
Prepaid
Property and equipment
Goodwill

56,593
3,414,980
1,158,006
15,599
489,869
6,320,166
$11,455,213

Liabilities held for sale:
Accounts payable and accrued
liabilities
Corporate tax payable

Results of assets held for sale:
Sales
Cost of Sales
Expenses
Results of operations
Tax provision
Profit for the year

$3,984,039
327,112
$4,311,151
Mar. 31, 2016

Mar. 31, 2015

$6,723,659
4,920,999
613,389
1,189,271
325,185
$864,086

$5,807,277
4,232,626
751,837
822,814
157,489
$665,325

8. Property, plant and equipment:

Carrying amount Dec 31, 2015
Additions
Disposals
Amortization
Net transfer to Assets held for
sale
investment
Carrying amount Mar. 31, 2016

Equipment

Leaseholds

Vehicles

Buildings

Total

$1,812,734
113,428
(80,640)

$157,886
(5,639)

$696,442
164,475
(46,428)
(50,813)

$41,226
(2,112)

$2,708,288
277,903
(46,428)
(139,204)

(132,958)
$1,712,564

(78,611)
$73,636

(278,300)
$485,376

$39,114

(489,869)
$2,310,690
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Balance Mar. 31, 2016 is
comprised of:
Cost
Accumulated Amortization
Carrying Amount

2,892,823
(1,180,259)
$1,712,564

276,160
(202,524)
$73,636

488,885
(3,509)
$485,376

54,711
(15,597)
$39,114

3,712,579
(1,401,889)
$2,310,690

Carrying amount Dec 31, 2014
Additions
Disposals
Amortization
Carrying amount Dec. 31, 2015

$1,235,106
924,295
(153,904)
(192,763)
$1,812,734

$227,864
(44,727)
(25,251)
$157,886

$329,669
581,934
(222,889)
7,728
$696,442

$3,000
41,381
(6,000)
2,845
$41,226

$1,795,639
1,547,610
(427,520)
(207,441)
$2,708,288

Balance Dec. 31, 2015 is
comprised of:
Cost
Accumulated Amortization
Carrying Amount

$3,039,584
(1,226,850)
$1,812,734

$369,233
(211,347)
$157,886

$925,815
(229,373)
$696,442

$ 54,711
(13,485)
$41,226

$4,389,343
(1,681,055)
$2,708,288

9. Lease receivables:
Mar. 31, 2016

Dec. 31, 2015

Delta Reclaimer lease bearing no interest, receivable in
monthly payments of $15,000 for the first 12 months and
$8,889 thereafter. The lease matures July 6, 2019 and is
secured by specific equipment. Lessee has option to cancel
lease after the first year of operation.

$365,000

$410,000

Current portion

(98,333)
$266,667

(143,333)
$266,667

Future minimum financing lease payments receivable are approximately:
2016
$ 98,333
2017
$ 106,667
2018
$ 106,667
2019
$ 53,333
Total
$ 365,000
10. Product development:
Product development costs represent costs incurred to date in connection with the
design and construction of the CCS Purenergy® 1000, the HTC Delta Reclaimer
System™ (“Delta Reclaimer”), and the CCS FEEDengine®. Amortization of these costs
commence once the development is substantially complete.
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HTC Delta Reclaimer System™
Amortization

LCDesign™CCS
Amortization

PDOengine™
Amortization
Total product development costs

Mar. 31, 2016
$ 278,792
(13,179)
265,613

Dec. 31, 2015
$ 278,792
(8,237)
270,555

429,742
(205,890)
223,852

429,566
(195,054)
234,512

186,092
(83,742)
102,350
$ 591,815

186,092
(79,089)
107,003
$ 612,070

In 2015, the Corporation sold its Delta Reclaimer pilot plant for a price of $500,000 and
started amortizing the remaining balance of the reclaimer from July 2015.

11. Investments:
Share Investments (a)
Share Investments (b)
Share Investments (c)
Share Investments (d)

Mar. 31, 2016
280,000
$ 10,000
284,000
673,332
$1,247,332

Dec. 31, 2015
280,000
$ 10,000
284,000
242,200
$816,200

a) As of December 31, 2015 HTC’s effective direct and indirect interest in MCEPS
was 22% (2014 – 50%). The Corporation accounts for its interest in MCEPS as an
available for sale investment due to contractual restrictions on shares.
b) On October 31, 2015, the Corporation acquired Valhalla which has investments
in Black Spur Oil Corp. for 20,000 common shares. The Corporation has
classified these shares as available-for-sale.
c) On January 29, 2013 the Corporation acquired 6 million common shares in
Kingsland Energy Corp. (“KLE”). On November 27, 2013 the Corporation
acquired an additional 1,100,000 KLE common shares. The shares have been
recorded at their trading price at March 31, 2016 (December 31, 2015) based on
March 31, 2016 (December 31, 2015) quoted prices obtained from the TSX
Venture Exchange Inc.
Due to current conditions in oil and gas industry, management considers that
decrease in fair value represents impairment and has therefore, recycled the
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cumulative gain/loss previously recognized in “Other Comprehensive Income” to
the consolidated statement of loss. An amount of $2,120,500 has been
recognized as impairment in the consolidated statement of loss.
d) On December 4, 2008 HTC acquired 2,500,000 shares in EESTech Inc. Upon
expiry of trading restrictions in 2010, the Corporation has classified these shares
as available–for-sale at fair value through other comprehensive income. The
shares have been recorded at their trading price at March 31, 2016 (December
31, 2015) based on March 31, 2016, (December 31, 2015) quoted prices
obtained from over the counter exchanges.
12. Patents:

Carrying Value Dec. 31, 2015
Amortization
Carrying Value Mar. 31, 2016

Carrying Value Dec. 31, 2014
Amortization
Carrying Value Dec. 31, 2015

Cost

Accumulated
amortization

Net book
value

$150,610

$66,972

$83,638

-

2,510

2,510

$150,610

$69,482

$81,128

Cost

Accumulated
amortization

Net book
value

$150,610

$56,931

$93,679

-

10,041

10,041

$150,610

$66,972

$83,638

13. Goodwill and intangible assets:
Goodwill impairment is tested at the operating segment level and is determined
based on the carrying value of goodwill exceeding the operating segment’s
recoverable amount. The recoverable amount is the higher of fair value less cost to
sell (“FVLCS”) and value in use (“VIU”). If the impairment loss exceeds the carrying
amount of goodwill, the goodwill is written off completely. Any impairment loss left
over is allocated to the remaining assets of the operating segment.
For the determination of recoverable amount of the Maxx operating segment, the
Corporation has used the actual base price at which one of the CGU was sold
subsequent to the year end (see Note 28) and the discounted cash flow for 5 years
for the other CGU within the operating segment. The calculation of discounted cash
flow value was based on the following key assumptions:
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• Cash flows were projected over 5 years based on experience, actual operating
results and the operational plan for the year ended December 31, 2015 (the
“Year”). Cash flows were projected using a growth rate of 0%.
• Pre-tax discount rate of 25% has been used which reflects the size, risk profile
and circumstance in which CGU is being operated.
Intangible
assets subject
to amortization

Goodwill
Cost
Balance at Dec. 31, 2014
Additions
Balance at Dec. 31, 2015
Transfer to Assets held for sale
Balance at Mar. 31, 2016
Accumulated amortization
Balance at Dec. 31, 2014
Amortization for 2015
Balance at Dec. 31, 2015
Amortization for the period
Balance at Mar. 31, 2016
Carrying amounts (by
operating segment)
HTC CO2 Systems
Maxx
At Dec. 31, 2014
HTC CO2 Systems
Maxx
At Mar. 31, 2016

Total

$8,664,201
$8,664,201

$4,429,582
2,161,636
$6,591,218

$13,093,783
2,161,636
$15,255,419

(6,320,166)
$2,344,035

$6,591,218

(6,320,166)
$8,935,253

$

-

$4,023,429
94,707
$4,118,136
37,146
$4,155,282

$4,023,429
94,707
$4,118,136
37,146
$4,155,282

$

8,664,201
$8,664,201

$2,453,082
20,000
$2,473,082

$2,453,082
8,684,201
$11,137,283

$

$2,431,286
4,650
$2,435,936

$2,431,286
2,348,685
$4,779,971

$
$

2,344,035
$2,344,035

Goodwill and intangible assets were recorded on acquisition of the subsidiaries. IFRS
requires identifiable intangible assets that meet recognition criteria be identified, valued
and disclosed separately from goodwill. Items giving rise to intangibles and related
goodwill include, but are not limited to: intellectual property (i.e. rights to provisional
patents, technology rights software rights), contractual rights with advantageous
conditions, human resources (i.e. research teams, project management, patent
resources), branding, name recognition related items (literature, data base, videos,
domain names, etc.) and various other items. Goodwill comprises the difference
between the purchase price of the respective subsidiary and identifiable net tangible and
intangible assets. Goodwill has been allocated to Maxx Group operating segment and
has been tested for impairment at the operating segment level.
HTC Purenergy Inc. | Condensed Consolidated Interim Financial Statements

25

2016

HTC Purenergy Inc. – Consolidated Financial Statements

Management performed an analysis of the carrying value of its goodwill and intangible
assets as at December 31, 2015, according to its policy as set out in Note 3. In respect
to the Year, management evaluated goodwill and intangibles under the same criteria,
but adjusted for operational, legislative and business conditions that changed during the
Year.
During the Year the Corporation acquired shares of CO2 Technologies Pty Ltd. back
from MCEPS at value of $ 2 million. Given the fact the CO2 Technologies Pty Ltd. has
no input, processes and output and the only item in the company is an intangible asset,
the acquisition has been accounted for as an asset acquisition. This addition has been
presented as part of total additions of $ 2,161,636 in 2015.
Amortization in the amount of $37,146 in March 31, 2016 (March 31, 2015 - $23,677)
has been included in the Consolidated Statement of Loss under the caption
Amortization.

14. Financing Lease:
Mar. 31, 2016 Dec. 31, 2015
Royal Bank of Canada lease bearing interest at 4.38% per
annum, repayable in monthly blended payments of $16,500.
The lease matures July 6, 2016 and is secured by specific
equipment.

$365,980

$411,143

Royal Bank of Canada lease bearing interest at 4.53% per
annum, repayable in monthly blended payments of $5,818.
The lease matures December 20, 2019 and is secured by
specific equipment.
Principal balance

235,468

250,144

601,448

661,287

(411,020)
$190,428

(470,859)
$190,428

Current portion

Future minimum financing lease payments are approximately:
2016
2017
2018
2019
Total future minimum lease payments
Less: Future financing charges
Principal balance
Current portion

$422,186
69,821
69,821
64,006
625,834
(24,386)
601,448
(411,020)
$190,428
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15. Long Term Debt:
All amounts in Canadian Dollars

Mar. 31, 2016

Dec. 31, 2015

182,715

191,148

78,455

82,076

242,756

251,726

365,050

387,400

466,667

466,667

200,000

200,000

Loan payable $3,438 per month plus interest at interest rate
of approximately 5% maturing December 15, 2017. Secured
by general security agreement.

-

82,500

Vehicle loan payable with blended payments of $1,582 per
month at interest rate of approximately 7% maturing October
1, 2016

10,596

15,343

43,989
1,590,228
(482,476)
$1,107,752

1,676,860
(563,422)
$1,113,438

Business Development Bank:
$2,811 per month plus interest at a variable rate of
approximately 6% maturing August 15, 2021. Secured by a
general assignment of a subsidiary’s equipment.
Business Development Bank:
$1,207 per month plus interest at a variable rate of
approximately 6% maturing August 15, 2021. Secured by a
general assignment of a subsidiary’s equipment.
Business Development Bank:
$2,990 per month plus interest at variable rate of
approximately 6% maturing August 15, 2023. Secured by a
general assignment of a subsidiary’s equipment.
Business Development Bank:
$7,450 per month plus interest at variable rate of
approximately 6% maturing April 15, 2020. Secured by a
general assignment of a subsidiary’s equipment.
Loan payable over three years with no fixed monthly
payment and expected minimum annual payment of
$233,333, bearing interest at 4%. Secured by MCEPS
shares.
Loan payable over three years with no fixed monthly
payment and expected minimum annual payment of
$100,000, bearing interest at 4%. Secured by MCEPS
shares.

Vehicle loan payable with principle payments of $936 per
month with 0% interest rate maturing February 1, 2020
Current Portion
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Principal payments over the next five years (based on a 12 month cycle ending
December 31) are approximately as follows:
2016
2017
2018
2019
2020
Thereafter
Total

$482,476

518,060
184,727
184,727
115,768
104,470
$1,590,228

The Corporation has a bank line of credit available through its subsidiaries in the
amount of $2,500,000. As of March 31, 2016 the line of credit has been drawn by
$60,000.
16. Share capital:
At March 31, 2016 and December 31, 2015, the Corporation had authorized an
unlimited number of common shares and an unlimited number of preferred shares
without par value.
Common Shares
Balance, beginning of period
Balance, end of period

As at Mar. 31, 2016
Number
Amount
30,309,195 $38,978,214
30,309,195 $38,978,214

As at Dec. 31, 2015
Number
Amount
30,309,195 $38,978,214
30,309,195 $38,978,214

17. Stock options and warrants:
The Corporation has a stock option plan for directors, officers, employees and
consultants providing for the issuance of options to acquire up to ten percent of the
issued and outstanding common shares of the Corporation. The following table
reflects the stock option activity from January 1, 2014 through March 31, 2016 and
the weighted average exercise price:

Outstanding, and exercisable,
beginning of year
Outstanding and exercisable, end
of period

As at Mar. 31, 2016
Options
Avg. Price
7,850,000
$0.15

As at Dec. 31, 2015
Options
Avg. Price
7,850,000
$0.15

7,850,000

7,850,000

$0.15

$0.15

Option pricing models require the input of highly subjective assumptions including
the expected price volatility. Expected volatility considers the historical volatility of
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the Corporation’s shares and any other features of the option grant that may impact
the measurement of fair value such as market conditions. Change in the subjective
input assumptions can materially affect the fair value estimate, and therefore the
existing models do not necessarily provide a reliable single measure of the fair value
of the Corporation’s stock options.
On June 5, 2014, the Corporation issued 2 million common shares at a price of $0.25
and 1 million warrants with an exercise price of $0.40, pursuant to a private
placement. These warrants have an expiry date of June 4, 2016. Warrants issued on
June 5, 2014 resulted in $30,000 (residual value of the consideration received and
share trading value at the issuance date) being classified as contributed surplus.
The total fair value of stock based compensation expense on outstanding stock
options and warrants granted to directors, employees and consultants of the
Corporation and through private placement as at December 31, 2015 and 2014 was
$940,556.

18. Provision for income taxes:
The Corporation is in a loss position and does not make adjustments to its income
tax note on an interim basis.
Tax positions showing on the Consolidated Financial Statement are a result of
provisions made for Maxx operations and are estimates based on income to
December 31, 2015 using a rate of 27% (2014 - 27%).
Income tax provision (recovery) differs from the amount that would be computed by
applying the Federal and Provincial statutory income tax rate of 27% (2014 – 27%)
for the following reasons:
As at December 31
Computed income tax recovery

$

Increase (reduction) attributable to:
Goodwill and other non-deductible expenses including
unutilized tax pools
Adjustment of net future tax assets for enacted changes
in tax laws and rates and other differences:
Change in unrecognized deferred tax asset

2015
(685,481)

659,975
(25,506)
$

31,579
6,072

2014
(96,486)

$

1,231,290
1,134,804
(1,127,437)
$
7,367

The Corporation’s current expenditures on SR&ED are potentially eligible for a
Federal tax credit of 20% and a Saskatchewan tax credit of 15%. As at December
31, 2015 the Corporation had an anticipated balance of approximately $163,074
(2014: $211,081) of tax credits available to reduce future year taxes (expiring
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December 31, 2015 to 2031). The amounts of tax credits ultimately received by the
Corporation are subject to review by the Canada Revenue Agency and the
Saskatchewan Minister of Finance for technical and financial aspects of the tax credit
claims.
Deferred income taxes reflect temporary differences between the carrying amount of
the assets and liabilities for financial reporting purposes and the amounts for income
tax purposes. The components of the deferred income tax assets and liabilities are
as follows:
Property, plant and equipment
Investments
Intangible assets
Non-capital losses
Valuation allowance

2015
$ (171,549)
1,558,538
(192,679)
1,668,434
(2,862,744)
$
-

2014
99,436
422,459
396,692
1,975,736
(2,894,323)
$
-

$

Deferred taxes liabilities represent temporary differences arising from fair market
value increases resulting through the consolidation of Valhalla and Clear. The
Deferred tax liabilities will be decreased as these fair market value gains are
amortized. The amount cannot be offset against deferred tax liabilities above as
they relate to the specific acquisitions. Deferred tax recovery arising in the Period
results from the amortization of these amounts.
19. Financial instruments:
Fair Value
The Corporation’s financial instruments consist of cash and cash equivalents, short
term investments, accounts receivable, other receivables, bank line of credit,
accounts payable and accrued liabilities, long term debt and available-for-sale
investments. The fair values of cash, short term deposits, accounts receivable, bank
line of credit, accounts payable and accrued liabilities approximate carrying value
because of the short-term nature of these instruments. The fair value of other
receivables approximates their carrying value as the terms and conditions of this
loan (interest and collaterals) approximate the market conditions.
The fair value of available-for-sale investments, other than those carried at cost, is
based on prices quoted on various exchanges. The fair value of investment in
MCEPS is determined based on the price used in a recent transaction.
Fair value of loans also approximate their carrying values as the Corporation pays
market interest rates and there are no other arrangement fees or commissions
related to these loans.
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Fair value measurements recognized in the balance sheet must be categorized in
accordance with the following levels:
(i) Level 1: quoted prices (unadjusted) in active markets for identical assets or
liabilities;
(ii) Level 2: inputs other than quoted prices included in Level 1 that are observable
for the asset or liability, either directly (i.e. as prices) or indirectly (i.e., derived
from prices); and
(iii) Level 3: inputs for the asset or liability that are not based on observable market
data (unobservable inputs).
The Corporation categorized the fair value measurement of its short-term deposits,
and available-for-sale investments recorded at fair value and cash in Level 1 as they
are primarily derived directly from reference to quoted (unadjusted) prices in over the
counter markets.
The Corporation’s financial instrument classification is summarized as follows:

Cash
Accounts receivable and other
receivables
Available for sale investments
Accounts payable and accrued
liabilities
Long term debt including current
portion

Cash
Accounts receivable and other
receivables
Available for sale investments
Accounts payable and accrued
liabilities
Long term debt including current
portion

Level 1
$3,898,835
-

March 31, 2016
Level 2
Level 3
$
$
2,097,262
-

Total
$3,898,835
2,097,262

957,332

280,000

10,000

1,247,332

-

(3,817,919)

-

(3,817,919)

-

(2,191,676)

-

(2,191,676)

$4,856,167

$(3,632,333)

$10,000

$1,233,834

December 31, 2015
Level 2
Level 3
$
$
4,348,966
-

Total
$6,953,041
4,348,966

526,200
-

280,000
(9,312,287)

10,000
-

816,200
(9,312,287)

-

(1,676,860)

-

(1,676,860)

$7,479,241

$(6,360,181)

$10,000

$1,129,060

Level 1
$6,953,041
-
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20. Supplemental Cash Flow Information:
Information below is based on the consolidated operations prior to the consideration of
assets held for sale (see Note 7).
Change in working capital is comprised of

Mar. 31, 2016

Dec. 31, 2015

Accounts & other receivables

(688,045)

$4,808,933

Inventory

(412,915)

(2,080,453)

978

124,367

(1,909,568)

417,037

79,092

89,920

325,070

(2,712)

$(2,605,388)

$3,357,092

Prepaid expense
Accounts payable and accrued liabilities
Government remittances
Corporate tax payable

21. Per share amounts:
Basic net earnings (loss) per common share have been calculated using the
weighted average number of common shares outstanding during the Period. Diluted
net loss per common share is considered to equal basic earnings per share, where
the effect of common share options would be anti-dilutive.

22. Related party transactions:
Related party transactions include transactions with corporate investors who have
representation on the Corporation’s Board. The revenue and costs recognized with
such parties reflect the prices and terms of sales and purchase of transactions with
related parties in accordance with normal trade practices.
During the Period, the Corporation paid $Nil (March 31, 2015 - $424) for legal
services from a law firm that a director is a partner of. As of March 31, 2016 there
are no outstanding amount owing to the law firm (March 31, 2015 - $Nil).
HTC currently rents facilities on a month to month basis from KF Kambeitz Land
Corp. (“LC”). LC is considered a related party through one of HTC’s directors. Total
rent paid to LC for the Period is $27,645 (March 31, 2015 - $18,885). As of March
31, 2016, there are no outstanding amount owing to LC (March 31, 2015 - $Nil).
KLE is considered a related party due to common directors and common
management. HTC has secured a short term loan to KLE (see Note 5). HTC has
consultancy expenses of $Nil (March 31, 2015 - $Nil) to KLE and administrative
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revenues of $Nil (March 31, 2015 - $3,000) from KLE. As of March 31, 2016, there is
an outstanding amount of $13,233 owing from KLE (March 31, 2015 - $1,100).
The transactions were conducted in the normal course of business.
Compensation
The key management personnel of the Corporation consist of the executive officers,
vice-presidents, other senior managers and members of the Board. Key
management personnel also include those persons that have the authority and
responsibility for planning, directing and controlling the activities of the Corporation,
directly or indirectly. Compensation for the Period was $98,500 (2015 - $73,450).
During the Period, the Corporation paid director compensation in the amount of $Nil
(2015 - $Nil). In addition to their salaries, senior management and directors also
participate in the Corporation’s share-based compensation plans.
The Corporation has employment agreements with its Chairman and CEO, and with
its Sr. Vice-President and CFO. Compensation is paid in accordance with the
remuneration package agreed upon by the Corporation’s Compensation Committee
and the individuals respectively. This remuneration package is subject to periodic
review and adjustment by the Compensation Committee, based on performance.
The terms of the agreement for the Chairman and CEO state that he shall receive
upon termination of employment or in the event of a change of control, the
equivalent of thirty six months, plus one month for every year of service to a
maximum of forty eight months, in total compensation. The terms of the agreement
for the Sr. Vice-President and CFO state that he shall receive upon termination of
employment or in the event of a change of control, the equivalent of twenty four, plus
one month for every year of service to a maximum of thirty six months, in total
compensation. The total compensation is calculated using the average for the twelve
months prior to termination or change of control, alternatively the average since
January 1, 2008, whichever amount is greater. This total compensation includes all
benefits.
23. Financial risk management:
Management’s risk management policies are typically performed as a part of the
overall management of the Corporation’s operations. Management is aware of risks
related to these objectives through direct personal involvement with employees and
outside parties. In the normal course of its business, the Corporation is exposed to a
number of risks that can affect its operating performance. Management’s close
involvement in operations helps identify risks and variations from expectations. The
Corporation has not designated transactions as hedging transactions to manage risk.
As a part of the overall operation of the Corporation, management considers the
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avoidance of undue concentrations of risk. These risks and the actions taken to
manage them include the following:
Liquidity risk is the risk that the Corporation cannot meet its financial obligations
associated with financial liabilities in full. The Corporation's main sources of liquidity
are its operations and equity financing. The funds are primarily used to finance
working capital and capital expenditure requirements and are adequate to meet the
Corporation’s financial obligations associated with financial liabilities. Risk associated
with debt financing is mitigated by having negotiating terms over several years and
renegotiating terms before they are due.
The timing of cash outflows relating to the financial liabilities are outlined in the table
below:
Mar. 31, 2016
Accounts payable
and
accrued liabilities
Government
remittances
Corporate tax
payable
Finance leases
Long term debt

< 1 year
$3,817,919

1-2 years
$
-

3-5 years
$
-

Thereafter
$
-

Total
$33,817,919

20,759

-

-

-

20,759

37,852

-

-

-

37,852

422,187
531,128

139,641
767,874

64,006
399,034

37,585

625,834
1,735,621

Balance

$4,829,845

$907,515

$463,040

$37,585

$6,237,985

< 1 year
$9,312,287

1-2 years
$
-

3-5 years
$
-

Thereafter
$
-

Total
$9,312,287

206,615

-

-

-

206,615

39,895
489,142
614,685
$10,662,624

139,641
787,822
$927,463

64,006
385,931
$449,937

37,582
$37,582

39,895
692,789
1,826,020
$12,077,606

Dec. 31, 2015
Accounts payable and
accrued liabilities
Government
remittances
Corporate tax payable
Finance leases
Long term debt
Balance

Currency risk is the risk that changes in foreign exchange rates may have an effect
on future cash flows associated with financial instruments. The Corporation has no
significant transactions denominated in foreign currency and is not exposed to any
material foreign currency risk, aside from broad unquantifiable macro-economic
factors arising from fluctuations in foreign exchange, which could result in Canadian
products becoming more expensive to international purchasers.
Foreign exchange risk is primarily associated with contracts for services and
contracts of supplies and services. Substantially all of the Corporation’s revenues
and expenses are denominated in Canadian dollars, and therefore isolated from
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foreign exchange risk. HTC has limited exposure to US/Canadian dollar fluctuations
through its interest in MCEPS.
Interest rate risk primarily is associated with interest fluctuations earned on the
Corporation’s cash and term deposits and long term debt. The Corporation mitigates
exposure by attempting to match rates and terms to expected cash requirements,
and through having the majority of its revenues and expenses denominated in
Canadian dollars. Interest risk associated with long term loans is mitigated by
arranging terms that extend for multiple years (see Note 15). A 1% change in the
prime interest rate would have a negligible impact on the Corporation’s income.
Credit risk is the risk of financial loss if counterparty to a financial transaction fails to
meet its obligations. The Corporation attempts to reduce such exposure to its cash
and short term deposits by only investing in low risk investments with Canadian
Chartered Banks and taking advantage of government guarantees. The Corporation
attempts to reduce its loss on amounts receivable by assessing the ability of the
counterparties to fulfill their obligation under contract prior to entering into the
contracts and by the nature of customers the Corporation deals with. At March 31,
2016 the Corporation had an allowance for doubtful accounts of $28,600 (December
31, 2015 - $28,600).
Due to project-based nature of the Corporation’s operations, management considers
accounts receivable outstanding less than 90 days to be current amounts. Over 90
days are also considered current, if extended terms exist and security is provided or
amounts are subject to contract restrictions and performance markers. The aging of
the Corporation’s accounts receivable at December 31, 2015 and December 31,
2014 is as follows:

Aging of accounts receivable at Mar. 31, 2016

Current
$1,170,842

Over 90 Days
Total
$208,147 $1,378,989

Aging of accounts receivable at Dec. 31, 2015

$3,788,000

$292,147 $4,080,147

24. Capital Disclosures:
Except as otherwise disclosed in these Consolidated Financial Statements, there are
no restrictions on the Corporation’s capital. The Corporation’s capital is summarized
as follows:
Shareholders’ equity
Current portion of financing lease
Current portion of long term debt
Financing leases
Long term debt
Balance

Mar. 31, 2016

Dec. 31, 2015

$19,768,825
411,020
482,476
190,428
1,107,752
$21,960,501

$19,436,014
470,859
563,422
190,428
1,113,438
$21,774,161
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The Corporation’s objectives when managing capital are to:
- maintain financial flexibility in order to preserve its ability to meet financial
obligations;
- deploy capital to provide an appropriate investment return to its shareholders in
the future; and
- maintain a capital structure that allows multiple financing options to the
Corporation, should a financing need arise.
The Corporation’s financial strategy is designed and formulated to maintain a flexible
capital structure consistent with the objectives stated above and to respond to
changes in economic conditions and the risk characteristics of underlying assets. In
order to maintain or adjust its capital structure, the Corporation may issue new
shares, raise debt (secured, unsecured, convertible and/or other types of available
debt instruments) or refinance existing debt with different characteristics.
25. Operating Segments:
The Corporation has two reportable operating segments: HTC CO2 Systems and
Maxx, of which there is a material non-controlling interest as described in Note 26.
These operating segments are differentiated by the products and services that each
produces. HTC CO2 Systems provides products and services related to energy
technologies and CO2 Systems. Maxx provides manufacturing sales and distribution
services, relating to oil and gas equipment supply and service, as well as fertilizer
and grain handling solutions. Both segments utilize various brands and trading
names in their operations.
HTC CO2
Systems
$270,570

Maxx

Combined

$1,136,233

$1,406,803

Engineering, process design and
consulting

25,262

-

25,262

Cost of sales

68,340

811,820

880,160

Engineering and process design
services

19,809

-

19,809

Commercialization, product
development and administration

872,363

448,632

1,320,995

98,053

72,014

170,067

7,116

10,796

17,912

$(769,849)

$(207,029)

$(976,878)

March 31, 2016
Sales

Amortization
Finance costs
Income (loss) from commercial
operations
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HTC CO2
Systems
$
-

Maxx

Combined

$2,184,594

$2,184,594

436,317

-

436,317

-

1,444,204

1,444,204

Engineering and process design
services

299,981

-

299,981

Commercialization, product
development and administration

364,109

596,448

960,557

40,402

87,165

127,567

-

19,812

19,812

$(268,175)

$36,965

$(231,210)

HTC CO2
Systems
$1,439,364

Maxx

Combined

$2,158,800

$3,655,428

Property and equipment

1,287,906

1,022,784

2,800,559

Goodwill and intangibles

2,431,286

2,348,685

4,779,971

March 31, 2015
Sales
Engineering, process design and
consulting
Cost of sales

Amortization
Finance cost
Income (loss) from
commercial operations

March 31, 2016
Cash

HTC CO2
Systems
$1,077,253

Maxx

Combined

$5,875,787

$6,953,041

Property and equipment

1,166,274

1,542,014

2,708,288

Goodwill and intangibles

2,453,082

8,684,201

11,137,283

December 31, 2015
Cash

26. Details of non-wholly owned subsidiaries with material non-controlling
interest:
The portion of net assets and net loss attributable to Maxx third party shareholders is
reported as non-controlling interests and net loss attributable to non-controlling
interests on the Consolidated Statements of Financial Position and Loss respectively.
Non-consolidated details of the revenue and expenses associated with Maxx
(excluding available for sale assets - Note 7) are summarized in Note 25. Additional
information is as follows.
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Cash
Other current assets
Property and equipment
Other non-current assets (including
goodwill and intangibles)
Current liabilities
Long term debt

March 31, 2016

December 31, 2015

$2,216,064
9,407,208
1,512,653
8,948,851

$5,875,787
7,814,346
1,542,014
9,624,201

5,772,870
1,072,188

7,677,141
1,072,188

27. Commitments and Contingencies:
The Corporation rents office facilities on a month to month basis under a lease
agreement with a related party of the Corporation (see Note 22), with minimum
monthly rental payments of $9,475.
On February 1, 2014, a subsidiary of Maxx, Pinnacle, entered into a lease
agreement for its Regina, Saskatchewan operations. Monthly base lease costs are
$27,500 from February 1, 2014 to January 31, 2019.
On March 11, 2014, Pinnacle entered into a lease agreement for its new overhead
crane division in Saskatoon, Saskatchewan. Monthly base lease costs are $2,961
from January 1, 2015 to April 30, 2015 and $3,172 from May 1, 2015 to April 30,
2017 with additional occupancy costs currently estimated at approximately $899 per
month.
On January 15, 2015, NuVision, a subsidiary of Maxx, entered into a lease
agreement for its building complex in Carseland, Alberta. Monthly base lease costs
are $17,390 from February 1, 2015 to January 31, 2018.
HTC is engaged in a license dispute with one of its CO2 capture technology
providers. The commercial effect and outcome of this license technology dispute
cannot be determined at this time.
On April 15, 2015, ClearGSI entered into a lease agreement for its Stettler, AB
operations. Monthly base lease costs are $6,500 from November 1, 2015 to
November 30, 2020.

28. Subsequent Events:
On April 1, 2016, Maxx sold its wholly owned subsidiary NuVision to AG Growth
International Inc. The purchase price will be based on 5 times the average Earnings
Before Interest Tax Depreciation and Amortization (“EBITDA”) of NuVision for the
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financial years 2015, 2016, 2017 and 2018. At closing, the initial payment of the
purchase price was settled with a consideration equal to $12,000,000. The balance
of the purchase price will be partially paid annually and will not exceed $14,000,000,
with the last payment to be made after calculation of the 2018 EBITDA, subject to
final adjustments. Total potential purchase price not to exceed $26,000,000.
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