Corporate Overview
HTC is an Environmental Energy Technology Development Company
with subsidiary operations in Agricultural Storage & Handling.

“Energizing CO2”
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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 nine-month period
ending September 30, 2018 (“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 the interim
management’s discussion and analysis for the period ending September 30, 2018 (“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 September 30, 2018.
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, Financial Statements and
attachments thereto. Based on our knowledge, having exercised reasonable diligence, these
interim 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 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 nine-month period ending
September 30, 2018 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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Condensed Consolidated Interim Statement of Financial Position
Unaudited (In Canadian dollars)
For the period ended
ASSETS
Current Assets:
Cash
Accounts receivable
Other receivables
Government remittances receivable
Prepaid Expenses
Held for trading investments
Current portion of lease receivable
Property, plant and equipment
Inventory
Other receivables – Long term
Loan Receivable
Notes receivable
Lease receivable
Product development
Investment in associates
Available for sale investments
Patents
Goodwill and intangible assets

Note

Sept. 30, 2018

$
25
5(a)

6
10
9
7
5(b)
8
8
10
11
12
13
14
15

Dec. 31, 2017

2,904,067
720,217
348,893
385,898
3,666
1,221,971
26,667
5,611,379
20,282,237
779,114
1,095,189
2,651,045
53,333
389,273
1,280,220
129,450
111,770
1,649,853
$34,032,863

$ 1,159,457
24,616
1,601,017
389,769
2,683,731
106,667
5,965,257
12,837,875
1,092,413
2,651,045
896,153
53,333
450,036
1,128,118
219,537
103,461
1,824,833
$27,222,061

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

25
20
16
17

$ 1,825,034
27,681
126,049
1,978,764

$ 1,300,170
175,136
108,930
1,584,236

Deferred tax liability
Financing lease
Long term debt

20
16
17

56,672
8,079,068
10,114,504

120,981
56,672
1,761,889

18
19

39,239,714
80,394
(19,481,818)
(184,080)

39,008,214
766,556
(18,533,466)
(93,992)

19,654,210

21,147,312

4,264,149
23,918,359

4,312,860
25,460,172

$34,032,863

$27,222,061

Shareholders’ equity:
Share capital
Contributed surplus
Accumulated 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

See accompanying notes to the Financial Statements
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Condensed Consolidated Interim Statement of Income (Loss)
Unaudited (In Canadian dollars except per share amounts)
For the nine-month period ended September 30
Revenue:
Sales

Note
27

Expenses:
Cost of sales
Commercialization, product development and administration
Research and Development
Amortization
Finance costs

2018
$

1,309,271
1,309,271

2017
$

257,175
257,175

Loss from commercial operations

772,764
2,029,701
432,262
121,321
3,356,048
(2,046,777)

102,837
2,157,079
15,750
278,829
7,232
2,561,727
(2,304,552)

Other income:
Interest and other income
Stock Compensation Expense
Loss from operations

90,874
(80,394)
(2,036,297)

113,098
(2,191,454)

(4,212)

4,530,792

Income (Loss) from disposal of Assets
Loss from equity Investment in Assist (net of tax)
Income from equity Investment in ClearGSI (net of tax)
Income for the period before tax

12
12

(49,815)
205,724
(1,884,600)

(21,045)
2,318,293

Tax (recovery) provision

20

120,981

589,182

(1,763,619)

2,907,475

-

93,341

Net income (loss) for the period

$(1,763,619)

$3,000,816

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

$(1,714,908)
(48,711)
$(1,763,619)

$1,996,952
1,003,864
$3,000,816

(0.05)
(0.05)
-

0.07
0.07
-

Income from continuing operations
Income (loss) from discontinued operations (net of tax provision)

28

Income per share – basic
Income per share – fully diluted
Income per share from continuing operations – basic
Income per share from continuing operations – diluted

See accompanying notes to the Financial Statements
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Condensed Consolidated Interim Statement of Other Comprehensive Income
(Loss)
Unaudited (In Canadian dollars)
For the nine-month period ended September 30

Note

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

2018

2017

$(1,763,619)

$3,000,816

(90,088)

(141,811)

(1,853,707)

2,859,005

(1,804,996)
(48,711)
$(1,853,707)

1,855,873
1,003,523
$2,859,005

13

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

See accompanying notes to the Financial Statements
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Condensed Consolidated Interim Statement of Income (Loss)
Unaudited (In Canadian dollars except per share amounts)
For the three-month period ended September 30
Revenue:
Sales

Note

2018

2017

749,011
749,011

$ 20,820
20,820

448,712
714,600
194,612
81,389
1,439,313

825,239
5,250
92,823
1,590
924,902

Loss from commercial operations

(690,302)

(904,082)

Other income:
Interest and other income
Stock compensation expense
Loss from operations

82,422
(607,880)

(132,431)
(1,036,513)

27

Expenses:
Cost of sales
Commercialization, product development and administration
Research and Development
Amortization
Finance costs

$

Loss on disposal of assets
Loss from equity Investment in Assist (net of tax)
Income from equity Investment in ClearGSI (net of tax)
Income (loss) for the period before tax

12
12

(13,551)
(7,869)
(629,300)

4,530,792
(3,494,279)

Tax (recovery) provision

20

-

218,967

(629,300)

3,713,246

-

(102,844)

Net income (loss) for the period

$(629,300)

$3,816,090

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

$(604,066)
(25,234)
$(629,300)

$2,776,910
1,039,180
$3,816,090

(0.02)

0.07

-

-

(0.02)

0.07

-

-

Income (loss) from continuing operations
Income (loss) from discontinued operations (net of tax provision)

28

Income per share – basic
Income per share – fully diluted
Income per share from continuing operations – basic
Income per share from continuing operations – diluted

See accompanying notes to the Financial Statements
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Condensed Consolidated Interim Statement of Other Comprehensive Income
(Loss)
Unaudited (In Canadian dollars)
For the three-month period ended September 30

Note

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

13

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

2018

2017

$(629,300)

$3,816,090

(199,750)

(28,733)

(829,050)

3,787,357

(803,816)
(25,234)
$(829,050)

2,748,177
1,039,180
$3,787,357

See accompanying notes to the Financial Statements
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Condensed Consolidated Interim Statement of Changes in Equity
Unaudited (In Canadian dollars, except number of shares)
Equity attributable to the shareholders
Number of
Shares
Balance at
Dec. 31, 2017
Total income (loss)
Shares issued
Fair Value of warrants
issued
Options and warrants
expired (Note 19)
Other comprehensive
gain (loss)
Balance Sept. 30, 2018

Share Capital

Contributed
Surplus

Deficit

Other

Non

Comprehensive
income

Controlling
Interests

Total Equity

30,309,195

$39,008,214

$766,556

$(18,533,466)

($93,992)

$4,312,860

$25,460,172

-

-

-

(1,714,908)

-

(48,711)

(1,763,619)

2,104,546

231,500

-

-

-

-

231,500

-

-

80,394

-

-

-

80,394

-

-

(766,556)

766,556

-

-

-

32,413,741

$39,239,714

$80,394

$(19,481,818)

(90,088)
$(184,080)

$4,264,149

(90,088)
$23,918,359

Equity attributable to the shareholders
Number of
Shares
Balance at
Dec. 31, 2016
Total income (loss)
Other comprehensive
gain (loss)
Balance Sept. 30, 2017

Share Capital

Contributed
Surplus

Deficit

Other

Non

Comprehensive
income

Controlling
Interests

Total Equity

30,309,195

$39,008,214

$910,556

$(20,115,020)

$156,416

$3,477,347

$23,437,513

-

-

-

1,996,952

-

1,003,864

3,000,816

30,309,195

$39,008,214

$910,556

$(18,118,068)

(141,811)
$14,605

$4,481,211

(141,811)
$26,296,518

See accompanying notes to Financial Statements
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Condensed Consolidated Interim Statement of Cash Flows
Unaudited (In Canadian dollars)

For the nine-month period ended
September 30
Cash flows from operating activities:
Net income (loss)
Items not affecting cash:
Amortization
Gain (loss) on sale of assets
Stock compensation Expense
Unrealized gain on held-for-trading investments
Gain (loss) from Equity investment in Assist
Gain (loss) from Equity Investment in ClearGSI
Gain (loss) on Exchange
Deferred tax expense
Change in working capital and other

Note

2018

2017

$(1,763,619)

$3,000,816

432,262
4,212
80,394
164,866
49,815
(205,724)
61,762
(120,981)
177,275

497,294
(4,559,739)
(61,421)
21,045
(589,182)
1,667,311

(1,119,738)

(23,876)

(6,742,030)
1,239,230
(18,220)
80,000
-

(21,891)
991,322
(20,955)
(45)
(14,453)
80,000
1,158,631

(5,441,020)

2,172,609

8,205,117
(81,249)
181,500
-

(8,423)
(305,454)
95,000

8,305,368

(218,877)

1,744,610

1,929,856

1,159,457
$2,904,067

2,749,347
(799,780)
(7,037)
$3,872,386

22

Cash flows from investing activities:
Purchase of assets (net)
Net change in held-for-trading investments
Loan to Assist
Investment in Assist
Increase in patents
Finance leases received during the period
Proceeds from sale of NuVision

Cash flows from financing activities:
Change in loans during the period
Net increase (decrease) in capital leases
Cash received from issuance of shares
Net increase in bank line of credit

Increase (decrease) in cash during the period
Cash – beginning of period
Cash acquired (disposed) on acquisition (sale)
Cash (disposed) on ClearGSI ownership change
Cash – end of period

4, 28

Included in operating activities
Cash interest received
Cash interest paid

$

Corporate tax paid

10,102
123,232

$ 11,489
39,338

175,136

42,420

See accompanying notes to the Financial Statements
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Condensed Consolidated Interim Statement of Cash Flows
Unaudited (In Canadian dollars)

For the three-month period ended
September 30
Cash flows from operating activities:
Net income (loss)
Items not affecting cash:
Amortization
Gain (loss) on sale of assets
Unrealized gain on held-for-trading investments
Loss from equity investment in Assist
Gain (loss) from equity investment in ClearGSI
Gain on Exchange
Deferred tax expense
Interest on contingent consideration receivable
Change in working capital and other

Note

22

2018

2017

$(629,300)

$3,816,090

194,612
(10,234)
13,551
7,869
935
(172,570)

165,538
(4,535,195)
(15,088)
(218,967)
162,450
1,960,276

(595,138)

1,335,104

(1,371,413)
(4,451)
(6,733)
26,667
-

198,011
(43,278)
(10,367)
26,666
1,158,631

(1,355,930)

1,329,663

3,922,156
(27,380)
-

(2,807)
(102,958)
(60,000)

3,894,776

(165,765)

1,943,707

2,499,002

960,360
$2,904,067

1,217,802
155,582
$3,872,386

Cash flows from investing activities:
Purchase of assets (net)
Net change in held-for-trading investments
Increase in patents
Finance leases received during the period
Proceeds from sale of NuVision

Cash flows from financing activities:
Change in loans during the period
Net increase (decrease) in capital leases
Net increase in bank line of credit

Increase (decrease) in cash during the period
Cash – beginning of period
Cash acquired (disposed) on Clear ownership change
Cash – end of period

Included in operating activities
Cash interest received
Cash interest paid

$

Corporate tax paid

1,114
81,392

$ 3,379
11,437

175,136

42,420

See accompanying notes to the Financial Statements
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Notes to the Condensed Consolidated Interim Financial Statements
Unaudited for the periods ended September 30, 2018 and 2017

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. The unaudited condensed consolidated interim financial
statements for the nine-month period ending September 30, 2018 (“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 subsidiary Maxx Group of Companies Corp. (“Maxx”)
(78% owned by HTC), HTC and its subsidiaries are development stage companies
whose commercial business is the development, aggregation and commercialization
of proprietary technologies relating to CO2 capture, CO2 solvent reclamation and glycol
reclamation.
Maxx and its subsidiaries (together the “Maxx Group”) provide consulting and
logistical support for its subsidiary operations and others, should the opportunity arise.
Maxx is in the process of developing grain and fertilizer handling facilities at Western
Canadian rail locations and has recently began to sell and distribute fertilizer products
and micro-element plant nutrition supplements on a consignment basis.

2. Basis of Presentation:
a) Statement of Compliance with International Financial Reporting Standards
(“IFRS”):
These Financial Statements have been prepared in accordance with IFRS, as issued
by the International Accounting Standards Board (“IASB”) and Interpretations of the
International Financial Reporting Interpretations Committee (“IFRIC”).
These Financial Statements include the accounts of HTC and its subsidiaries. In
management’s opinion, the Financial Statements include all adjustments necessary
to fairly present such information.
These Financial Statements were authorized by the audit committee of the board of
directors (“Board”) for issue on November 29, 2018.
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b) Comparative Amounts
Comparative amounts have been restated to conform to the present basis of
presentation.
c) Functional Currency
The Financial Statements are presented in Canadian dollars, which is the
Corporation’s functional currency.
d) Use of Estimates and Judgment
The preparation of the 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 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 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 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
HTC Purenergy Inc. | Condensed Consolidated Interim Financial Statements
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whether or not an investment should be classified and accordingly accounted for as a
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.
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-for-sale; and other
financial 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.
HTC Purenergy Inc. | Condensed Consolidated Interim Financial Statements
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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 are
recognized on achieving defined milestones agreed with the customer under the
contract. Management monitors the progress achieved against these milestones and
considers which 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
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.
Disposal of subsidiary:
On December 27, 2017 HTC reduced its ownership position in Clear Glycol &
Solvents Inc. (“ClearGSI”) to 26%.
e) Basis of Measurement
The Financial Statements have been prepared on historical cost basis, except for
held-for-trading investments which are measured at fair value through profit and loss,
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as described in Note 3 and Note 6, and available for sale investments, which are
measured at fair value through other comprehensive income, as described in Note
13. The methods used to measure fair values are discussed in Note 21.

3. Significant Accounting Policies:
There were no new or amended accounting standards adopted by the Corporation for
the nine-month period ended September 30, 2018 (the “Period”).
Cash Equivalents
Cash includes balances in banks and cash on hand. 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 cash equivalents in the current or previous year.
Basis of Consolidation
a) Subsidiaries
Subsidiaries are entities controlled by the Corporation. The financial statements of the
subsidiaries are included in the 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 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 Financial Statements include the accounts of the Corporation and its subsidiaries.
As at September 30, 2018, wholly owned subsidiaries include HTC CO2 Systems
Corp. (“HTC CO2 Systems”), Carbon Rx Inc. and CO2 Technologies Pty. Ltd. The
Corporation owns 78% of Maxx. Maxx owns Port LaJord Terminal Corp. (“PLT”)
(collectively referred to as the “Maxx Group”).
Maxx operations are based in
Saskatchewan. The Corporation has accounted for the business combinations using
the acquisition method of accounting.
The Corporation has a 45% interest in Assist Energy Solutions Corp. (“Assist”) and
accounts for this using the equity method.
On December 27, 2017 HTC’s ownership of ClearGSI was reduced from 52% to 26%.
Beginning December 28, 2017, HTC accounts for ClearGSI using the equity method.
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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, labour 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). Property and equipment are amortized on declining balance 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. 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 are experiencing significant financial 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
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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 assets
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 September 30, 2018. The
discount rate used to determine the present value reflects current market assessments
of the time value of money. HTC performs evaluations to identify onerous contracts
and where applicable, records provisions for such contracts.
Financial Instruments
The Corporation classifies its financial instruments into one of the following categories:
held-for-trading; held-to-maturity; loans and receivables; available-for-sale; 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 the Consolidated Statement of Income
(Loss). 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
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interest rate method. Available-for-sale 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
Other receivables
Loan receivable
Available for sale investments
Held-for-trading investments
Contingent consideration receivable
Accounts payable and accrued liabilities
Operating line of credit
Long term debt

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

Measurement
Amortized cost
Amortized cost
Amortized cost
Amortized cost
Fair value
Fair value
Amortized cost
Amortized cost
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. The Corporation does
not have any such intangible assets.
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 of
the completed product. The carrying value of capitalized development costs are
examined for recoverability annually.
Costs associated with the development of the LCDesign®, Delta ReclaimerTM System,
and PDOengineTM have been capitalized in accordance with the specific criteria under
IFRS.
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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 is recognized to the extent that the carrying amount of goodwill
relating to certain acquired assets exceeds its estimated market value. 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 change, the carrying value of goodwill may differ from the
amount presented in the Financial Statements. There was no goodwill recorded at
December 31, 2017.
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 19. 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.
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
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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.
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 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.
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
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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 has determined that this change in the accounting
standard does not have a significant impact on the Statement of Financial Position or
Consolidated Statement of Income (Loss).
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.
Revenue recognition:
In May 2014, the IASB issued IFRS 15 – Revenue from Contracts with Customers,
which establishes a single revenue recognition framework that applies to contracts
with customers. The standard requires an entity to recognize revenue to reflect the
transfer of goods and services for the amount it expects to receive when control is
transferred to the purchaser. IFRS 15 is effective for years beginning on or after
January 1, 2018. The Corporation has determined that this change in the accounting
standard does not have a significant impact on the Statement of Financial Position or
Consolidated Statement of Income (Loss).

4. Business acquisition
On December 27, 2017, ClearGSI’s $500,000 in promissory notes was settled
through the transfer of 50 shares owned by HTC and hypothecated as security for the
repayment of the notes. Proceeds for HTC are recorded as $500,000 increase to long
term accounts receivable and $499,950 gain on fair market value of the shares.
Effectively, the transfer of the shares diluted HTC’s interest to 26% of the outstanding
stock. The transaction has been treated as a loss of control transaction and a gain of
$523,117 has been recognized in the Statement of Consolidated Income (Loss) (see
Note 28).
5. Other receivables
a.) Other current receivables

HTC Purenergy Inc. | Condensed Consolidated Interim Financial Statements

22

HTC Purenergy Inc. – Condensed Consolidated Interim Financial Statements
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Other receivables- short term
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Sept. 30, 2018
$
348,893
$348,893

Dec. 31, 2017
$ 146,475
1,454,542
$1,601,017

Sept. 30, 2018
$ 150,436
944,750
$1,095,189

Dec. 31, 2017
$
$
-

b.) Other long-term receivables

Loan to related party
Other receivables- long term

Loan to related party represents long-term loan to Kingsland Energy Corp. (“KLE”).
HTC has agreed not to take further steps in charging interest for 24 months beginning
March 14, 2018 for two years, at which time the loan will resume bearing interest at
6%. The loan is secured with a first charge on property of a third party.
Included in other long-term receivables is a $44,411 receivable from the sale of
101059035 Saskatchewan Ltd. dba Pinnacle Industrial Services (“Pinnacle”) and
$850,005 from ClearGSI (see Note 28), $50,337 receivable from Mr. Allison (see Note
18).

6. Held for trading investments
The Corporation has invested funds in an investment portfolio with RBC Dominion
Securities Inc. The Corporation has classified these shares as held-for-trading. The
securities have been recorded at their trading prices based on September 30, 2018,
quoted prices obtained from over the counter exchanges, and changes in fair value
have been accounted for in the Consolidated Statement of Income (Loss).

7. Inventory
Finished goods

Sept. 30, 2018
$779,114

Dec. 31, 2017
$1,092,413

During the Period, changes to work in progress, materials, supplies and finished goods
recognized as cost of sales amounted to $772,764 (September 30, 2017 - $102,837).
There were no adjustments for net realizable value or obsolescence during the Period
or for the year ending December 31, 2017. Finished goods are restricted by agreement
with respect to whom sales can be made to, for a period of 2 years, upon receipt of
goods. Due to the restriction, these goods have been classified as long term.
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8. Notes and loans receivable
At September 30, 2018, credit note for products and services resulting from the sale
of NuVision Industries Inc. (“NuVision”) to Ag Growth International Inc.(“AGI”) has
been paid in full. The note was redeemable by means of any, and all products,
materials produced by, and services provided by AGI and its subsidiaries.
Loan receivable amounts related to the sale of Pinnacle (January 1, 2017). Amounts
are non-interest bearing until March 24, 2020 at which time interest at prime plus .5 %
will commence until paid in full. Payment may be made at any time without penalty.
Payments are not anticipated until March 24, 2020. Accordingly, the amounts are
classified as long term.
9. Property, plant and equipment:
Equipment

Leaseholds

Vehicles

Buildings

Total

Carrying amount Dec 31, 2017
Additions
Disposals
Amortization
Carrying amount Sept. 30, 2018

$ 38,080
10,062
(108,002)
95,554
$ 35,694

$

-

$131,673
364,662
(53,687)
$442,648

$12,668,122
7,260,459
(124,686)
$19,763,615

$12,837,875
7,635,183
(108,002)
(82,819)
$20,282,237

Balance Sept. 30, 2018 is
comprised of:
Cost
Accumulated Amortization
Carrying Amount

$196,481
(160,787)
$ 35,694

$151,113
(151,113)
$
-

$563,861
(121,213)
$442,648

$19,888,301
(124,687)
$19,763,614

$20,840,036
(557,799)
$20,282,237

Equipment

Leaseholds

Vehicles

Buildings

Total

$1,751,929
2,335
-

$61,065
-

$528,753
52,800
-

$
32,777
12,668,122
-

$2,374,524
12,723,257
-

(757,300)
(945,924)
(12,960)
$ 38,080

(59,914)
(1,151)
$
-

(50,078)
(369,128)
(30,674)
$131,673

(32,777)
$12,668,122

(867,292)
(1,347,829)
(44,785)
$12,837,875

$294,421
(256,341)
$ 38,080

$151,113
(151,113)
$
-

$199,199
(67,526)
$131,673

$12,668,122
$12,668,122

$13,312,855
(474,980)
$12,837,875

Carrying amount Dec 31, 2016
Additions
Disposals
Disposal of subsidiary assets
(PIN)
Ownership change (CLEAR)
Amortization
Carrying amount Dec. 31, 2017

Balance Dec. 31, 2017 is
comprised of:
Cost
Accumulated Amortization
Carrying Amount

$

Building additions relate to construction of grain and fertilizer handling facilities. PLT
Fertilizer Plant was fully commissioned on April 30, 2018, amortization commenced May
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1, 2018. Other buildings remain in progress as of September 30, 2018, accordingly,
amortization has not commenced. These facilities are being constructed on a property
owned by Kambeitz Agri Inc., which is considered a related party due to common
directors. HTC intends to acquire the property, pursuant to a letter of intent dated October
1, 2017.
10. Lease receivables:
Sept. 30, 2018

Dec. 31, 2017

$80,000

$160,000

(26,667)
$ 53,333

(106,667)
$ 53,333

Delta Reclaimer™ System 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.
Current portion

Future minimum financing lease payments receivable are approximately:
2018
$ 26,667
2019
53,333
Total
$ 80,000
11. Product development:
Product development costs represent costs incurred to date in connection with the design
and construction of the CCS Purenergy® 1000, the Delta Reclaimer™ System (“Delta
Reclaimer”), and the CCS FEEDengine®. Amortization of these costs commence once
the development is substantially complete.
Sept. 30, 2018
$ 278,792
(62,602)
216,190

Dec. 31, 2017
$ 278,792
(47,774)
231,018

LCDesign® CCS
Amortization

431,509
(314,254)
117,255

430,979
(281,745)
149,234

PDOengineTM
Amortization

186,092
(130,264)
55,828

186,092
(116,308)
69,784

$ 389,273

$ 450,036

Delta Reclaimer
Amortization

TM

System

Total product development costs
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12. Investment in Associates
Investment in associates as of September 30, 2018 comprise of:
Investment in Assist
Investment in ClearGSI
Balance

Sept. 30, 2018
$
560,892
719,328
$
1,280,220

Dec. 31, 2017
$
614,514
513,604
$
1,128,118

The Corporation holds 45% interest in Assist. The Corporation accounts for this
investment using equity accounting. At September 30, 2018, the investment is as
follows:
Investment in Assist on Dec. 31, 2017
Loan recovered
Proportional loss for the Period
Investment in Assist on Sept. 30, 2018

$614,513
(3,806)
(49,815)
$560,892

Investment in Assist on Dec. 31, 2016
Original Investment
Investment in Assist
Proportional loss for the year
Investment in Assist on Dec. 31, 2017

$

45
658,807
(41,839)
$614,513

On December 27, 2017 there was a change in control reported regarding ClearGSI.
Effectively on that date, the Corporation has a 26% interest in ClearGSI. The
Corporation accounts for this investment using equity accounting. At September 30,
2018, the investment is as follows:
Investment in ClearGSI on Dec. 31, 2017
Proportional income for the Period
Investment in ClearGSI on Sept. 30, 2018

$513,604
205,724
$719,328

Investment in ClearGSI on Dec. 31, 2016
Investment
Proportional income for the year
Investment in ClearGSI on Dec. 31, 2017

$
50
499,950
13,604
$513,604

13. Available for Sale Investments
Share Investments

Sept. 30, 2018
$129,450

Dec. 31, 2017
$219,537
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On December 4, 2008 HTC acquired 2,500,000 shares in EESTech Inc. 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
September 30, 2018 (December 31, 2017) based on September 30, 2018, (December
31, 2017) quoted prices obtained from over the counter exchanges.
14. Patents:

Carrying Value Dec. 31, 2017
Additions
Amortization
Carrying Value Sept. 30, 2018

Cost

Accumulated
amortization

Net book
value

$192,157
18,220
$210,377

$(88,696)
(9,911)
$(98,607)

$103,461
18,220
(9,911)
$111,770

Accumulated
amortization
$(77,012)
(11,684)
$(88,696)

Net book
value
$91,301
23,844
(11,684)
$103,461

Cost
Carrying Value Dec. 31, 2016
Additions
Amortization
Carrying Value Dec. 31, 2017

$168,313
23,844
$192,157

15. Goodwill and intangible assets:
Intangible
assets subject
to amortization
Cost
Balance at Dec. 31, 2016
ClearGSI Change in Control
Adjustment for Pinnacle Disposition
Balance at Dec. 31, 2017
Balance at Sept. 30, 2018

Accumulated amortization
Amortization for 2016
Balance at Dec. 31, 2016
Amortization for the Year
Adjustment for Pinnacle Disposition
Balance at Dec. 31, 2017
Amortization for the Period
Balance at Sept. 30, 2018

$3,019,236
(161,636)
(358,000)
2,499,600
$2,499,600

$

307,185
853,339
179,428
(358,000)
674,767
174,980
$ 849,747
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Carrying amounts (by operating segment)
At Dec. 31, 2016
HTC CO2 Systems
At Dec. 31, 2017
HTC CO2 Systems
Balance at Sept. 30, 2018

Q3 2018

$2,165,897
$ 341,064
1,824,833
174,980
$1,649,853

Management performed an analysis of the existence of indicators of impairment for
intangible assets as at December 31, 2017. No indicators of impairment were noted that
would necessitate an evaluation for an impairment write-down of intangible assets during
the 2017 year (the “Year”).
Amortization in the amount of $174,980 in September 30, 2018 (September 30, 2017 $215,389) has been included in the Condensed Consolidated Interim Statement of
Income (Loss) under the caption “Amortization”.
16. Financing Lease:
Sept. 30, 2018 Dec. 31, 2017
Royal Bank of Canada sale leaseback bearing interest at
4.34% per annum, repayable in monthly blended payments of
$16,500 to July 2016 at which time payments terms were
amended and reduced to $9,501 per month for the remainder
of the lease. The lease matures July 6, 2019 and is secured
by the Delta Reclaimer System (see Note 10).
Principal balance
Current portion

$84,353

$165,602

84,353
(27,681)
$ 56,672

165,602
(108,930)
$ 56,672

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

$ 27,681
57,672
85,353
(1,000)
84,353
(27,681)
$ 56,672
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17. Long Term Debt:
All amounts in Canadian Dollars
Sept. 30, 2018
Scotiabank loan:
$7,933,334
$33,333 per month plus interest and Bankers’ acceptance at a
variable rate of approximately 3.92% maturing August 2038.
Secured by general assignment of subsidiary’s present and
future personal property.
CNH Capital Financing:
$14,871 payable in seven equal payments over three years
bearing fixed interest at 2.90%. Secured by assignment of
subsidiary’s equipment.

$104,102

Komatsu Financing:
$3,726 payable over four years bearing 0% interest. Secured
by assignment of subsidiary’s equipment.
Principal Balance
Current Portion

$167,681

Dec. 31, 2017
-

-

8,205,117
(126,049)
$8,079,068

-

$

- -

Principal payments over the next five years (based on a 12-month cycle ending
December 31) are approximately as follows:
2018
2019
2020
2021
2022
Thereafter
Total

126,049
474,454
474,454
474,454
422,354
6,233,352
$8,205,117

The Corporation has a bank line of credit available through its subsidiaries in the amount
of $5,300,000. As of September 30, 2018, the line of credit has been drawn by $Nil
(September 30, 2017 - $Nil).
18. Share capital:
At September 30, 2018 and December 31, 2017, the Corporation had authorized an
unlimited number of common shares and an unlimited number of preferred shares without
par value. Common shares are voting, participating and are not subject to restrictions.
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Common Shares
Balance, beginning of period
Issued Stock
Balance, end of period

As at Sept. 30, 2018
Number
Amount
30,309,195
$39,008,214
2,104,546
231,500
32,413,741
$39,239,714

Q3 2018

As at Dec. 31, 2017
Number
Amount
30,309,195
$39,008,214
30,309,195
$39,008,214

On January 30, 2018, the Corporation issued 2,104,546 units at a price of $0.11 per
unit, for the gross proceeds of $231,500. These units were issued to two directors of
the Corporation. Each unit consists of one common share and one common share
purchase warrant (“Warrant”). Each Warrant entitles the holder to purchase one
common share of HTC at $0.15 per common share until January 29, 2023. The
purchase of 454,546 of these warrants were financed by a loan receivable to an officer
and director, Mr. Allison, and secured against future severance due. Under the terms
of the agreement, the loan bears interest at 1% per annum. Should the director’s
employment be terminated and determined by HTC, in its sole discretion, that he is
not entitled to a severance payment, then the loan amount will immediately become
due and payable and the outstanding amount shall bear interest from the due date, as
a rate of 5% per annum.

19. 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 September 30, 2018
and the weighted average exercise price:
As at Sept. 30, 2018
Options
Avg. Price
Outstanding,
and
beginning of year
Expired options

exercisable,

Outstanding and exercisable,
end of period

As at Dec. 31, 2017
Options
Avg. Price

850,000

$0.14

2,250,000

$0.13

(850,000)

$0.14

(1,400,000)

(0.13)

-

$Nil

850,000

$0.14

Options issued on October 26, 2012 and November 26, 2012, expired on October 25,
2017 and November 25, 2017 respectively. The original valuation of the options of
$36,000 (residual value of the consideration received and share trading value at the
issuance date) originally recorded to contributed surplus has been reclassified to
deficit.
On March 27, 2013 the Corporation issued 250,000 stock options with a fair market
value of $97,724. These options expired March 26, 2018.
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On April 4, 2013 the Corporation issued 350,000 stock options with a value of $47,250
These options expired April 3, 2018.
On May 3, 2013 the Corporation issued 250,000 stock options with a value of $33,750.
These options expired May 2, 2018.
Option pricing models require the input of highly subjective assumptions including the
expected price volatility. Expected volatility considers the historical volatility of 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.
Share purchase warrants
Outstanding and exercisable,
beginning of year
Expired
Issued
Outstanding and exercisable, end of
Period

As at Sept. 30, 2018
Warrants
Avg. Price
4,250,000
$0.16

As at Dec. 31, 2017
Warrants
Avg. Price
5,600,000
$0.20

(4,250,000)
2,104,546

(0.16)
0.11

(1,350,000)
-

(0.40)
-

2,104,546

$0.11

4,250,000

$0.16

On January 30, 2018, the Corporation issued 2,104,546 units. Each unit consists of
one common share and Warrant. Each Warrant entitles the holder to purchase one
common share of HTC at $0.15 per common share until January 29, 2023.
The Black Scholes Option Pricing Model is used to estimate the fair value of stock
option for calculating stock-based compensation expense. The Corporation
recognized a stock-based compensations expense and increase to contributed surplus
based on the following assumptions:
Date Granted
Number of options granted
Weighted average share price
Risk free interest rate
Expected dividend yield
Expected stock price volatility
Expected option life in years
Estimated forfeiture before exercise

January 30,2018
2,104,546
$0.17
1%
NIL
7.18%
5
Unknown

Warrants issued on October 25, 2012, expired on October 24, 2017. The original
valuation of the warrants of $108,000 (residual value of the consideration received and
share trading value at the issuance date) originally recorded to contributed surplus has
been reclassified to share capital. The total fair value of stock-based compensation
expense on outstanding stock options and fair value of warrants granted to directors,
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employees and consultants of the Corporation and through private placement as at
September 30, 2018 was $80,394 (December 31, 2017 - $766,556).
On January 10, 2013 the Corporation issued 1,500,000 warrants with a fair market
value of $165,000. These warrants expired January 9, 2018.
On May 1, 2013 the Corporation issued 750,000 warrants with a value of $123,750.
These warrants expired on April 30, 2018.
On May 22, 2013 the Corporation issued 2,000,000 warrants with a value of $348,000.
These Warrants expired on May 21, 2018.
20. Provision for income taxes:
The Corporation does not make adjustment to its income tax note on an interim basis.
Tax positions shown on the Consolidated Financial Statement are a result of tax
provision made for Maxx Group operations and are estimates based on income to
December 31, 2017 using a rate of 27% (2016 - 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% (2016 – 27%) for
the following reasons:
As at December 31
Computed income tax expense (recovery)
Increase (reduction) attributable to:
Difference in accounting versus taxable gain on disposition
of subsidiary
Extinguishment of deferred tax liabilities on property and
equipment
Deferred tax liability on future consideration receivable
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

$

2017
218,973

2016
$1,146,892
(299,539)

(1,488,306)
(183,427)
-

1,480,858
55,006

48,962
(1,220,371)
35,640
$(1,184,731)

2,199,790
(859,939)
$1,339,851

As at December 31, 2017, the Corporation had an anticipated balance of
approximately $163,074 (2016: $163,074) of tax credits available to reduce future year
taxes (expiring December 31, 2017 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.
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As at December 31, 2017, the Corporation had accumulated non-capital losses for
income tax purposes of approximately $8,537,864 (2016: $7,983,531) available for
carry-forward as a deduction from future income. The losses expire between the years
of 2029 to 2037.
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 Corporation’s non-recognized deferred income
tax asset are as follows:
Property, plant and equipment
Investments
Intangible assets
Finance leases
Non-capital losses
Valuation allowance

2017
$268,973
1,196,660
(39,101)
(44,713)
2,305,223
(3,687,042)
$
-

2016
$ (200,552)
1,551,656
(94,123)
310,147
2,155,555
(3,722,683)
$
-

Deferred taxes liabilities recognized at December 31, 2017 represent temporary
differences arising from future consideration receivable from AGI on the sale of
NuVision. The provision for September 30, 2018 represents the reversal of the prior
years deferred tax liability arising from realization in the current year.
21. Financial instruments:
Fair Value
The Corporation’s financial instruments consist of cash, held for trading investments,
accounts receivable, other receivables, loan receivable, certain portion of contingent
consideration receivable, bank line of credit, accounts payable and accrued liabilities,
long term debt and available-for-sale investments. The fair values of cash, accounts
receivable, bank line of credit, and accounts payable and accrued liabilities
approximate their carrying value because of the short-term nature of these
instruments. The fair value of other receivables and contingent consideration
receivable approximate their carrying value as the terms and conditions of these
receivables (interest and collaterals) approximate the market conditions.
The fair values of long-term debt 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.
Fair value measurements recognized in the Consolidated Statement of
Financial Position must be categorized in accordance with the following levels:
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(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 held-for-trading
investments, 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:
September 30, 2018
Cash
Accounts receivable and other
receivables
Available for sale and held for trading
investments
Loan receivable
Accounts payable and accrued liabilities
Long term debt including current portion

Level 1
$2,904,067
-

Level 2
$
1,069,110

Level 3
$
-

Total
$2,904,067
1,069,110

1,221,971

-

-

1,221,971

(8,205,117)

2,651,045
(1,825,034)
-

-

2,651,045
(1,825,034)
(8,205,117)

$(4,079,079)

$1,895,121

-

$(2,183,958)

-

$1,159,457
1,625,633

-

2,903,267

-

3,068,916
896,153
(1,300,170)

-

$8,353,256

$

December 31, 2017
Level 1
Cash
Accounts receivable and other
receivables
Available for sale and held for trading
investments
Loan receivable
Notes receivable
Accounts payable and accrued liabilities

Level 2

$1,159,457
-

$

Level 3

1,625,633

2,903,267

-

-

3,068,916
896,153
(1,300,170)

$4,062,724

$4,290,532

$

$

Total

22. Supplemental Cash Flow Information:
Information below is based on the consolidated operations.
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Change in working capital is comprised of
Accounts receivables

Sept. 30, 2018
$ (695,500)

Q3 2018

Dec. 31 2017
$1,224,149

Other Receivables – short-term

(68,892)

-

Other Receivables – Long-term

278,435

-

Inventory - Long-term

313,299

-

(3,666)

21,000

524,864

458,887

3,871

(292,004)

(175,136)

175,136

$ 177,275

$1,587,168

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

23. 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
earnings (loss) contemplate the potential effect of holders of stock options and share
purchase warrants exercising their right to acquire shares.
Weighted average shares outstanding:
Basic
Diluted

Sept. 30, 2018
32,190,181
33,180,889

Dec. 31, 2017
30,309,195
32,149,361

24. 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 $32,973 (September 30, 2017 - $23,729) for
legal services from a law firm that a director is a partner of. As of September 30, 2018,
there are outstanding amounts of $205 owing to the law firm (September 30, 2017 $Nil).
HTC currently rents facilities on a month to month basis from KF Group of Companies
(“KFG”). KFG is considered a related party through one of HTC’s directors. Total rent
paid to KFG for the Period is $96,225 (September 30, 2017 - $97,194). As of
September 30, 2018, there are no outstanding amount owing to KFG (September 30,
2017 - $Nil).
HTC Purenergy Inc. | Condensed Consolidated Interim Financial Statements

35

HTC Purenergy Inc. – Condensed Consolidated Interim Financial Statements

Q3 2018

KLE is considered a related party due to common directors and common management.
The Corporation had an outstanding loan of $386,475 from KLE. KLE, due to financial
difficulties, made a proposal to its creditors. Pursuant to the proposal $240,000 of
HTC’s loans receivable was converted to 4,678,367 common shares and the
remaining balance of $150,436 is payable by KLE, subject to the terms of a
forbearance agreement (see below). On March 14, 2018, all required legal and
regulatory approvals were obtained, the proposal closed, and common shares were
issued. These common shares were restricted from trading until July 15, 2018.
The remaining loan balance from KLE in the amount of $150,436 is secured by a first
charge on property of a third party (see Note 5). HTC has agreed not to take further
steps in charging interest for 24 months beginning March 14, 2018, at which time the
loan will resume bearing interest at 6%.
HTC has consultancy expenses to KLE of $Nil (September 30, 2017 - $Nil) and
administrative revenues from KLE of $Nil (September 30, 2017 - $Nil). As of
September 30, 2018, there is no amounts payable owing from KLE (September 30,
2017 - $Nil), with the exception of, the loan described in Note 5.
As a subsidiary of KLE, Enhanced Hydrocarbon Recovery Inc. (“EHR") is considered
a related party. HTC CO2 Systems has subcontract expenses for the Period of
$46,960 (September 30, 2017 - $Nil). As of September 30, 2018, there is amounts
owing of $3,150 (September 30, 2017- $Nil).
The transactions were conducted in the normal course of business, except the above
transaction with KLE.
Also, see Related Party Transaction detail regarding share issuance to two directors
of the Corporation, under the caption “Share Capital” above (Note 18).
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 $295,500 (2017 - $295,500). During the Period, the
Corporation paid director compensation in the amount of $2,000 (2017 - $2,000). 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
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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.
25. 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
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:
Sept. 30, 2018
Accounts payable and
accrued liabilities
Long term finance
Lease
Long term debt
Balance

< 1 year
$1,825,034

1-2 years
$
-

3-5 years
$
-

Thereafter
$
-

Total
$1,825,034

27,681

56,672

-

-

84,353

126,049
$1,978,764

948,908
$ 1,005,580

1,423,362
$1,423,362

5,706,798
$5,706,798

8,205,117
$10,114,504
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Dec. 31, 2017
Accounts payable and
accrued liabilities
Balance

< 1 year
$1,300,170

1-2 years
$
-

3-5 years
$
-

$1,300,170

$

$

-

-

Thereafter
$
$

-

Q3 2018
Total
$1,300,170
$1,300,170

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 foreign exchange
risk.
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 17). 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 September 30, 2018,
the Corporation had an allowance for doubtful accounts of $128,600 (September 30,
2017 - $67,439).
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 September 30, 2018 and December 31, 2017
is as follows:
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Aging of accounts receivable at Sept. 30, 2018

Current
$602,016

Over 90 Days
$118,201

Total
$720,217

Aging of accounts receivable at Dec. 31, 2017

$11,001

$13,615

$24,616

26. Capital Disclosures:
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

Sept. 30, 2018

Dec. 31, 2017

$23,918,359
27,681
126,049
56,672
8,079,068
$32,207,829

$25,460,172
108,930
56,672
$25,625,774

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.
27. 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 29.
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 consulting and logistical support for
its subsidiary operations and others, should the opportunity arise. Maxx is also in the
process of developing grain and fertilizer handling facilities at Western Canadian rail
locations. Both segments utilize various brands and trading names in their operations.
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September 30, 2018

HTC CO2 Systems

Sales

$

$ 1,237,844

$ 1,309,271

-

772,764

772,764

1,390,660

639,041

2,029,701

272,144

160,118

432,262

3,137
$(1,594,514)

118,184
$ (452,263)

121,321
$(2,046,777)

Commercialization, product
development and administration
Amortization

September 30, 2017

HTC CO2 Systems

Sales

$154,605
-

102,837

102,837

1,415,542

741,537

2,157,079

15,750

-

15,750

278,829

-

278,829

7,027

205

7,232

$(1,562,543)

$(742,009)

$(2,304,552)

Research and Development
Amortization

Cash

$

Combined
$257,175

Commercialization, product
development and administration

September 30, 2018

Maxx
102,570

Cost of sales

Finance cost
Loss from commercial operations

Combined

71,427

Cost of Sales

Finance costs
Loss from commercial operations

Maxx

Q3 2018

HTC CO2 Systems
$

212,066

Maxx
$

Combined

2,692,001

$ 2,904,067

Property and equipment

102,096

20,180,141

20,282,237

Goodwill and intangibles

1,649,853

-

1,649,853

$1,964,015

$22,872,142

$24,836,157

Total

September 30, 2017

HTC CO2 Systems

Maxx

Combined

Cash

$ 82,744

$3,789,642

$ 3,872,386

Property and equipment

1,344,565

5,444,585

6,789,150

Goodwill and intangibles

1,950,508

-

1,950,508

$3,377,817

$9,234,227

$12,612,044

Total
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28. Discontinued Operations:
On December 27, 2017 HTC ownership position in ClearGSI was reduced from 52%
to 26%. This event resulted in loss of control at ClearGSI and therefore, the
Corporation has disclosed the net income from operations as income from
discontinued operations. As of December 27, 2017, HTC reports any earnings arising
from ClearGSI using equity accounting.
Net income of $93,341 from ClearGSI operations has been reported as income from
discontinued operations in the Consolidated Statement of Income (Loss) for
September 30, 2017.
The following is an analysis of the income from discontinued operations at September
30, 2017.
Net profit from discontinued operations:
Sales

September 30, 2017
$2,041,488

Cost of Sales

780,819

Commercialization, product development and
administration

949,702

Amortization

218,465

Finance cost

32,105

Operating loss
Other income (loss)
Gain on disposal of assets
Net profit from discontinued operations
Earnings per share from discontinued operations
attributable to shareholders of the Corporation – basic
Earnings per share from discontinued operations
attributable to shareholders of the Corporation – diluted

$60,397
3,998
28,946
$93,341
.003

Cash flows of discontinued operations

.003
September 30, 2017

Cash flows from (used by) operations

(325,870)

Cash flows from (used by) investing

(41,375)

Cash flows from (used by) financing

(8,423)

In addition to the net income above, the Corporation earned gain of disposal at
December 31, 2017 of $523,117.
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The gain on loss of control in ClearGSI is computed as follows:
Gain from divestment of business:
Cash
Accounts receivable
Goodwill and intangibles
Inventory
Prepaid
Property and equipment
Accounts payable and accrued liabilities

December 27, 2017
$74,794
1,076,194
53,878
266,221
21,922
1,177,035
470,359

Current portion long term debt

11,231

Current portion lease payable

319,355

Government remittances payable

6,297

Current portion deferred income

49,087

Line of credit

420,000

Loans payable

13,103

Lease payable

425,913

Shareholder Loans

850,005

Long term deferred income
Accumulated non-controlling interest

55,605
422,794

Net assets

$476,883

Sale price:

1,000,000

Receivable

500,000

Fair value of retained investment

500,000

Gain from divestment of business

$523,117

29. 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 are
summarized in Note 27. Additional information is as follows.
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September 30, 2018
Maxx
Total Assets
Total Liabilities

HTC

$27,788,851 $34,032,863
$10,511,035 $10,114,504

Q3 2018

December 31, 2017
Maxx
$20,540,444
$ 1,523,295

HTC
$27,222,061
$ 1,761,889

30. 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 24), with minimum
monthly rental payments of $9,475.
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 can’t be
determined at this time. On September 14, 2017 the Court of Queen’s Bench of
Saskatchewan, in a summary judgement, awarded preliminary cost recoveries to
HTC.
HTC’s subsidiary PLT intends to buy property, on which its facility is located on
approval of subdivision, for an estimated value of $950,000. In the event subdivision
is not allowed, the property will be leased at commercial rates.
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