Clear Blue Technologies International Inc.
Interim Management’s Discussion & Analysis
Quarterly Highlights
For the six months ended June 30, 2019 and 2018

MANAGEMENT’S DISCUSSION & ANALYSIS
IN CONNECTION WITH THE FINANCIAL STATEMENTS OF
CLEAR BLUE TECHNOLOGIES INTERNATIONAL INC.
FOR THE SECOND QUARTER ENDED JUNE 30, 2019 AND 2018
This management’s discussion and analysis of the results of operations and financial condition (the
"MD&A") of Clear Blue Technologies International Inc. ("Clear Blue" or "Company") should be
read in conjunction with the interim consolidated financial statements of Clear Blue and the related
notes thereto for the interim period ended June 30, 2019. This MD&A is presented as of August
27, 2019 and is current to that date unless otherwise stated. The financial information presented in
this MD&A is derived from Clear Blue’s unaudited interim consolidated financial statements for
the interim period ended June 30, 2019, prepared in accordance with IFRS.
Caution Regarding Forward Looking Information
This management's discussion and analysis contains certain "forward-looking information" within
the meaning of applicable Canadian securities legislation and may also contain statements that
may constitute "forward-looking statements" within the meaning of the safe harbor provisions of
the U.S. Private Securities Litigation Reform Act of 1995. Such forward-looking information and
forward-looking statements are not representative of historical facts or information or current
condition, but instead represent only Clear Blue's beliefs regarding future events, plans or
objectives, many of which, by their nature, are inherently uncertain and outside of Clear Blue's
control. Generally, such forward-looking information or forward-looking statements can be
identified by the use of forward-looking terminology such as "plans", "expects" or "does not
expect", "is expected", "budget", "scheduled", "estimates", "forecasts", "intends", "anticipates" or
"does not anticipate", or "believes", or variations of such words and phrases or may contain
statements that certain actions, events or results "may", "could", "would", "might" or "will be
taken", "will continue", "will occur" or "will be achieved". By identifying such information and
statements in this manner, Clear Blue is alerting the reader that such information and statements
are subject to known and unknown risks, uncertainties and other factors that may cause the actual
results, level of activity, performance or achievements of Clear Blue to be materially different from
those expressed or implied by such information and statements.
An investment in securities of Clear Blue is speculative and subject to several risks including,
without limitation, the risks discussed under the heading "Risk Factors" in Clear Blue's listing
application dated July 12, 2018. Although Clear Blue has attempted to identify important factors
that could cause actual results to differ materially from those contained in the forward-looking
information and forward-looking statements, there may be other factors that cause results not to
be as anticipated, estimated or intended.
In connection with the forward-looking information and forward-looking statements contained in
this management's discussion and analysis, Clear Blue has made certain assumptions. Although
Clear Blue believes that the assumptions and factors used in preparing, and the expectations
contained in, the forward-looking information and statements are reasonable, undue reliance
should not be placed on such information and statements, and no assurance or guarantee can be
given that such forward-looking information and statements will prove to be accurate, as actual
results and future events could differ materially from those anticipated in such information and
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statements. The forward-looking information and forward-looking statements contained in this
management's discussion and analysis are made as of the date of this management's discussion and
analysis, and Clear Blue does not undertake to update any forward-looking information and/or
forward-looking statements that are contained or referenced herein, except in accordance with
applicable securities laws. All subsequent written and oral forward-looking information and
statements attributable to Clear Blue or persons acting on its behalf are expressly qualified in their
entirety by this notice.
Our Business
Clear Blue delivers clean managed wireless power – anytime and anywhere. It does this by
developing and selling "Smart Off-Grid" power solutions to power, control, monitor, manage, and
proactively service solar and hybrid-powered systems such as streetlights, security systems,
telecommunications systems, emergency power, and Internet of Things ("IoT") devices. Under
the Illumient brand, Clear Blue also sells solar and wind-powered outdoor lighting systems. Clear
Blue provides ongoing power and energy delivery and management services with our Illumience
service. In Q2 2019, Clear Blue also launched its Energy as a Service offering which provides a
higher level of ongoing service to its customers and earns Clear Blue long-term revenues in excess
of revenues received for a pure hardware sale.
In July 2018, Clear Blue Technologies Inc. ("CBTI"), completed a business combination with
Dagobah Ventures Ltd. ("Dagobah"), pursuant to which Dagobah acquired all the issued and
outstanding securities of CBTI (the "Transaction"). Under the terms of an amalgamation
agreement among Dagobah, 2621388 Ontario Ltd. (a wholly-owned subsidiary of Dagobah) and
CBTI, all the outstanding securities of CBTI were exchanged for equivalent securities of Dagobah
on a one-for-one basis, such that former securityholders of CBTI continued as security holders of
Dagobah. The Transaction constituted a reverse take-over ("RTO"), with the resulting issuer being
named "Clear Blue Technologies International Inc.", also referred to herein as "Clear Blue" or the
"Company".
How We Analyze and Report Our Results
Because our sales involve discrete projects with a wide range of order sizes, we experience high
variability of results on a quarter by quarter basis. A trailing four-quarter ("TFQ") analysis
therefore provides more relevant perspective on the progress and the potential growth of the
Company. The table below presents the Company’s trailing four-quarter financial results for the
periods ending June 30, 2019 and June 30, 2018, respectively. The TFQ analysis is provided in
addition to traditional quarterly and year-to-date analyses.
Quarterly highlights
•

On April 11, 2019, the Company announced the launch of two new Illumient lighting
product lines, the Illumient Lithium Series and Illumient Concrete Series. Clear Blue’s
Illumient systems provide a range of reliable, cost-effective and long-lasting solar and
wind/solar lighting solutions, and have previously been installed by governments,
municipalities, schools, and corporations in 35 countries worldwide.
3

•

On May 22, 2019, the Company launched its Energy-as-a-Service (EaaS) business for
wireless power. This new subscription-based service provides clean, wireless power for
critical systems such as off-grid street lights, telecommunications systems, and Internet of
Things (IoT) devices. With Clear Blue’s Energy-as-a-Service, customers pay a fixed
annual service fee. Clear Blue uses its patented Smart Off-Grid technology and expert
service to manage charging cycles, state of charge, and other aspects of power management
that are key to maximizing system life and uptime performance. This enables Clear Blue
to provide an unparalleled level of reliability to assure power delivery. The Company
believes the Energy-as-a-Service model will contribute toward the growth of its recurring
revenue stream with the delivery of a highly valuable service for customers and a highly
valuable financial model for shareholders

•

On June 17, 2019, the Company announced the departure of Chief Financial Officer,
Lawrence Tjan. Paul Kania will serve as the interim CFO for the foreseeable future.
Coincidentally, the Company also announced that independent board member and audit
committee chair Hugh Rogers resigned to enable him to spend more time on another
venture. Independent director Steve Parry has assumed the role of Audit Committee Chair.

Financial highlights
Results of operations for the three months and six months ended June 30, 2019 and 2018 are:
Results from Operations
Revenue
Cost of Sales
Gross Margin
Gross Margin %

Three Months Ended
%
Six Months Ended
%
June 30, 2019 June 30, 2018
Change June 30, 2019 June 30, 2018 Change
$ 568,037
$ 1,697,696
-67%
$ 908,303
$ 2,022,512
-55%
442,663
1,405,439
-69%
676,662
1,638,827 -59%
125,374
292,257
-57%
231,641
383,685 -40%
22%
17%
26%
19%

Operating Expenses
Operating Loss
Other Expenses
Net Comprehensive Loss

1,694,338
(1,568,964)
(106,995)
(1,675,959)

1,251,771
(959,514)
(12,801)
(972,315)

35%
64%
736%
72%

3,212,580
(2,980,939)
(162,879)
(3,143,818)

2,347,949
(1,964,264)
(66,491)
(2,030,755)

37%
52%
145%
55%

Over the last 3 years, the first half of the Company’s fiscal year has traditionally been a small
portion of its full year revenue, ranging from 14% to 39% of fiscal year full revenue. 2018 was at
the high end of this range due to a single large order in Q2 of 2018. Notwithstanding this, the
YTD results for 2019 are lower than 2018. The Company believes this is not indicative of any
change in the company’s outlook and is due to timing of a number of orders and the lumpy nature
of Clear Blue’s current business.
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TFQ
Results from Operations
Ended June 30, 2019
Revenue
$ 2,665,967
Cost of Sales
1,878,769
Gross Margin
787,198
Gross Margin %
30%
Operating and Other Income/Expenses
9,998,828
Net Comprehensive Loss
($9,211,630)

TFQ
Ended June 30, 2018
$ 3,908,519
3,521,537
386,981
10%
4,116,033
($3,729,052)

%
Change
-32%
-47%
103%
143%
147%

Clear Blue had a 32% TFQ revenue decline to June 30, 2019 year over year but an increase in
gross margin of 103% in effect doubling gross margin with half the revenue. These results reflect
the Company’s focus on generating positive cash flows from operations. Management believes
this trend demonstrates that we are executing to plan and delivering on the opportunity for
profitable future growth.
The 143% growth in TFQ operating and other expenses in June 30, 2019 compared to 2018 is a
result of a) non-recurring reporting issuer and going public costs in the amount of $3,616,742.b)
expanding sales activity into the new Telecom vertical and expansion to greater international
markets, most notably Middle East and Africa, c) increased R&D, operations and finance
expenses.
Revenue
Clear Blue delivers clean managed wireless power – anytime and anywhere. It does this by
developing and selling "Smart Off-Grid" power solutions to power, control, monitor, manage, and
proactively service solar and hybrid-powered systems such as streetlights, security systems,
telecommunications systems, emergency power, and Internet of Things ("IoT") devices.
Clear Blue generates product revenue through the sale of our core smart off-grid controllers and
systems including several optional accessories, electrical subsystems (including batteries, solar
panels, wind turbines, cabling and lights) or full Illumient mechanical system solutions (including
pole, lighting arms, solar panel arm, external battery/electronic cabinets). In addition, the Company
generates recurring revenue through the provision of our ongoing remote (cloud-based) Illumience
and EaaS power and energy management services. Revenue received at the time of sale related to
these services is deferred and recognized rateably over the contract term.
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Clear Blue’s revenue by category, for the three months ended June 30, 2019 and 2018, was:
Three Months Ended
Revenue by Category
June 30, 2019
June 30, 2018
Product Revenue
Smart off-grid controllers and systems $ 43,759
$ 935,600
Illumient smart off-grid lighting
489,676
734,629
Recurring Revenue - Illumience
34,602
27,467
Total Revenue
568,037
1,697,696
Number of units under management
3,771
3,247
Average Contract Size
$ 31,962
$
79,544

TFQ Ended June 30
2019
2018
$ 1,429,270
1,095,586
141,111
2,665,967

$ 2,065,545
1,732,684
110,291
3,908,519

Clear Blue’s revenue distribution by industry vertical is:

Revenue by Vertical
Lighting
Telecommunications
Security/ioT/Other
Total Revenue

Three Months Ended June 30
2019
%
2018
%
$486,865 86%
$1,627,052 96%
74,470
13%
69,518
4%
6,702
1%
1,126
0%
$568,037
$1,697,696

TFQ Ended June 30
%
2018
84%
$3,462,711
10%
417,189
6%
28,619
$3,908,519

%
89%
11%
1%

TFQ Ended June 30
2019
%
2018
$ 568,954 21% $ 858,601
1,224,649 46%
902,451
724,157 27%
2,113,136
148,207
6%
34,331
$ 2,665,967
$ 3,908,519

%
22%
23%
54%
1%

2019
$2,242,055
257,435
166,477
$2,665,967

Clear Blue’s revenue distribution by geography is:
Revenue by Geography
Canada
USA
MEA
Other
Total Revenue

Three Months Ended June 30
2019
%
2018
%
$ 26,167
5%
$ 522,256 31%
467,262
82%
239,349 14%
53,757
9%
928,915 55%
20,850
4%
7,176 0%
$ 568,037
$ 1,697,696

Because most of the Company’s large orders are from MEA, the reduction in revenue in MEA for
TFQ ended 2018 shows the lack of any larger orders in H1 2019, which is the main factor behind
the lower 2019 YTD results over 2018. As stated previously, the Company believes this is a shortterm timing issue and is not indicative of the growth prospects for the Company.
Cost of Sales and Gross Margin
Gross margin was $125,374 for the three months ended June 30, 2019, down by 57% compared to
the same period in 2018. However, gross margin percentage increased from 17% to 22%, showing
managements initiative for higher margin work. On a TFQ basis, gross margins increased by 20%
yielding a Gross Margin percentage of 30%, up from 10% during the previous equivalent TFQ
period. Gross margins vary depending on the configuration of products sold, order size and
location of sale. Product sales typically generate lower gross margins than recurring revenue. The
cost of sales is greatly impacted by working capital, which increases the efficiency of supply chain
management, procurement and inventory management. Clear Blue’s investments in these areas
have begun to yield results as can be seen by the gross margin result.
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Operating Expenses
Three months ended June 30
2019
2018
Operating expenses
Salaries, wages and benefits
516,848
Research and development
511,792
General and administrative
215,111
Stock-based compensation
38,833
Travel
94,589
Business development and marketing
169,595
Rent
26,589
Professional fees
120,981
Total operating expenses
1,694,338

313,844
392,137
106,055
62,509
43,915
224,865
25,946
82,500
1,251,771

Six months ended June 30
2019
2018
905,676
1,042,124
325,801
91,318
157,178
390,199
102,209
198,075
3,212,580

641,072
668,233
238,538
125,018
89,495
435,555
60,700
89,338
2,347,949

Operating expenses increased $442,567 or 35% for the three-month period ended June 30, 2019
compared to the same period in 2018. As the Company concluded its RTO in Q3 of 2018, the Q2
2018 period is prior to funding and Q2 2019 is post funding. The additional expense is mainly due
to increased research and development expenditures and increased business development
expenses.
Outlook
Clear Blue competes in a marketplace where most competitors focus on large, on-grid systems or
they focus only on one-time sales of hardware products. The Company’s focus is on the off-grid
market and the company’s business model is to provide an ongoing Energy as a Service (“EaaS”)
delivery model where customers receive long term assurance of reliable power and the Company
is paid additional revenue over time for that reliability. As a result, Clear Blue holds a first mover
advantage and leads the market as evidenced by deployment of our systems in more than 35
countries.
2018 was a year of 65% growth year over year. Although the first part of 2019 has shown smaller
numbers than in 2018, management believes its go forward growth plan and substantially enhanced
gross margins will follow the trajectory that it has demonstrated in the past.
In the lighting vertical, the company’s future growth prospects rely on three things:
•
•
•

Continued robust year over year growth in its North American off-grid streetlight business
Continued growth in the size and quantity of streetlight projects in emerging markets
Full rollout and implementation of its EaaS offering which was launched at the end of May
2019.

The company believes the EaaS program will have a significant impact on its future growth. Clear
Blue estimates that for each million of upfront sales, the ten-year value of the contract with EaaS
is $1.48 million. The involved nature of EaaS revenues is projected to further facilitate customer
relationships for future contracts.
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With Clear Blue now able to demonstrate proven performance, long system life and ease of
installation and operation, the adoption of our Smart Off-Grid systems is accelerating. While Solar
lighting has been around for many years, it is only now where the performance and cost ratios have
made them also viable on main streets and in northern climates, while historically being mainly
used in parks and in warmer climates. Management expects this trend will continue to support
revenue growth in 2019 and beyond.
With respect to the Telecom vertical, it is now two years since the Company did its first pilot
project with its first telecom customer. As of the end of Q2 2019, the Company has delivered 146
systems over 8 Proof of Concept projects and 3 First Installs. Most of these projects are in
developing regions such as Africa and South America where off grid powered telecom will be the
primary communications network. This includes development of traditional tower infrastructure,
satellite/wifi networks and, in the future, new 5G networks.
The development and sales process in the telecoms market is critical to Clear Blue’s growth
strategy. In the telecom industry, infrastructure projects follow a frequent pattern of:
•
•
•

Proof of Concept pilots consisting of 1 – 10 systems, followed by,
First Installs of 10 – 100 systems, followed by
Large Rollout of hundreds to thousands of systems

# of Systems in Typical Telecom Rollout
10000

$100,000,000
$10,000,000

1000

$1,000,000
$100,000

100

$10,000

$1,000
10

$100
$10

1

$1
POC

First Install

Rollout

# of Systems

$ Value

As can be seen in the above graph, customers transition to the full rollout phase, the size and value
of the contracts grows significantly with a single telecom cell tower generating $5,000 to $25,000
in revenue for Clear Blue. Because telecom projects are bid openly and have multiple parties
engaged in each bid, and Clear Blue is often a participant in multiple bids for a project working
with large, well-funded bid partners, management has judged that it is prudent to provide
shareholders with the above description of magnitude of each phase of project development. Based
on the prior 8 Proof of Concepts and 3 First Install sales, management provides guidance that we
expect to win at least two more POC and one more first First Install in 2019 for a total of 10 Proof
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of Concepts and 4 First Installs in 2018/2019. There can be no assurance we will win a Rollout
contract, however the bid processes currently underway are structured for a mid-2020 decision by
the project operators. Taking into consideration our caution regarding forward looking statements,
the Company does see potential for one or more of its early installs transitioning to the larger roll
out stage if one of our bid partners wins a portion of one of the major Rollout contracts.
Clear Blue has chosen to initially focus on Africa for telecom. For the African market, Clear Blue
believes that it is participating in more than 50% of the rural cell phone bids in the market. This
is indicative of the Company’s first mover advantage and the credibility of our deployment in 35
countries around the world. Our next step in 2020 will be to work on expanding into other large
global markets such as India and South East Asia.
The Company expects to continue to see variable quarterly revenue due to the variance in size and
timing of new contracts and market expansion rates. Management’s longer-term goal and strategy
is to mitigate revenue variability through continued diversification into a balanced blend of
developed and emerging markets, as well as to increase the recurring portion of our revenue.
Fund Raising – Equity Private Placement & Working Capital Line
During the six months ended June 30, 2019, the Company closed three private placement equity
raise tranches for total cash consideration of $2,669,875 representing 10,679,500 units. Under the
terms of the offering, each unit is comprised of one common share of the Company and one
common share purchase warrant of the Company. Each warrant is exercisable at a price of $0.50
per share for a period of 36 months following the closing and will be subject to accelerated
expiration if the 10-day volume weighted average trading price of the Company’s common shares
is, at any time, greater than $0.80 per share.
With the Company having successfully completed a private placement and securing a $1 million
operating line from a Schedule 1 Canadian bank, the Company intends to continue to optimize
input costs through supply chain management and higher volume purchasing. Additionally, as the
Company’s technology and product have matured and have been validated, the Company has
started engineering cost reductions to the cost of manufacturing the product, thus improving
margins.
Liquidity and Capital Management
The Company's objectives when managing capital are:
• To allow the Company to respond to changes in economic and/or marketplace conditions
by maintaining the Company's ability to purchase new investments;
• To provide sustained growth and value by increasing equity; and
• To maintain a flexible capital structure which optimizes the cost of capital at acceptable
levels of risk.
The Company has financed its operations to date through the issuance of common shares and a
$1,000,000 revolving credit facility. The Company continues to seek capital through various
means including the issuance of securities.
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As of June 30, 2019, the Company had working capital of $2,216,849 compared to working capital
of $2,777,943 as of December 31, 2018. The Company's working capital needs fluctuate due to
multiple projects that place variable demands on resources and timing of expenditures. The
Company anticipates receiving cash proceeds from future revenue, the exercise of options and
warrants, and private placements; however, the Company cannot predict the timing or amount of
additional options and warrants that may be exercised, if any.
The ability of the Company to arrange additional financing in the future will depend, in part, on
the prevailing capital market conditions and the success of Clear Blue’s Smart Off-Grid. Any
quoted market for the Company's shares may be subject to market trends generally,
notwithstanding any potential success of the Company in creating new revenues, cash flows or
earnings.
Related Party Transactions
The Company transacts with key individuals from management who have authority and
responsibility to plan, direct, and control the activities of the Company. Key management
personnel are defined as the executive officers of the Company and certain other key employees,
including the Chief Executive Officer, Chief Power Officer, Chief Technology Officer, and Chief
Financial Officer.
Remuneration to key management was as follows for the six month ending:
June 30, 2019
Salaries and benefits, including
bonuses
Stock-based compensation
Total

June 30, 2018

$

294,000

$

210,000

$

11,000
305,000

$

26,000
236,000

The remuneration related to stock-based compensation in the table above represents the entire fair
value of the stock options issued to key management during each year which will be recognized
as expense over the related vesting periods.
Accounts payable and accrued liabilities as at June 30, 2019 includes short-term amounts owing
to a shareholder of the Company for reimbursement of business expenses totaling $160,109
(December 31, 2018 – $263,706).
Disclosure of Outstanding Share Data
Clear Blue Technologies International Inc. common shares trade on the TSX Venture Exchange
under the symbol “CBLU”. The Company is authorized to issue an unlimited number of common
shares without par value. On May 30, 2019 there were 45,742,806 common shares issued and
outstanding, 3,575,011 stock options outstanding with a weighted average exercise price of $0.49
expiring between 2020 and 2027, 15,742,813 warrants outstanding with a weighted average
exercise price of $0.58 expiring between 2019 and 2025.
10

Changes in Accounting Policies
IFRS 16, Leases (“IFRS 16”)
On January 1, 2019, the Company adopted IFRS 16, which was issued in January 2016 and it
replaces IAS 17 “Leases”, IFRIC 4 “Determining Whether an Arrangement Contains a Lease”,
SIC-15 “Operating Leases-Incentives” and SIC-27 “Evaluating the Substance of Transactions
Involving the Legal Form of a Lease”.
This standard introduces a single lessee accounting model and requires a lessee to recognize assets
and liabilities for all leases with a term of more than 12 months unless the underlying asset is of
low value. A lessee is required to recognize a right-of-use asset representing its right to use the
underlying asset and a lease liability representing its obligation to make lease payments. This
standard substantially carries forward the lessor accounting requirements of IAS 17, while
requiring enhanced disclosures to be provided by lessors. Other areas of the lease accounting
model have been impacted, including the definition of a lease.
IFRS 9, Financial Instruments (“IFRS 9”)
On January 1, 2018 the Company adopted IFRS 9, Financial Instruments, which sets out the
accounting standards for the classification and measurement of financial instruments. IFRS 9
became effective for the annual periods beginning on or after January 1, 2018, and replaces IAS
39, Financial Instruments: Recognition and measurement. The new standard provides a model for
the classification and measurement of financial instruments, a single forward-looking “expected
loss” impairment model, and a reformed approach for hedge accounting. As most of the
requirements in IAS 39 for classification and measurement of financial liabilities were carried
forward into IFRS 9, the Company’s accounting policy with respect to financial liabilities is
unchanged.
IFRS 15, Financial Instruments (“IFRS 15”)
On January 1, 2018 the Company adopted IFRS 15, Revenue from Contract sand Customers,
which sets out the accounting standards for the classification and measurement of revenue. IFRS
15 became effective for the annual periods beginning on or after January 1, 2018. The new standard
provides a revenue model that has five steps: (i) Identify the contract with a customer; (ii) Identify
all the individual performance obligations within the contract; (iii) Determine the transaction price;
(iv) Allocate the price to the performance obligations; & (v) Recognize revenue as the performance
obligations are fulfilled.
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IFRIC 23, Uncertainty Over Income Tax Treatments (“IFRIC 23”)
IFRIC 23 was issued in June 2017 and clarifies the accounting for uncertainties in income taxes.
The interpretation committee concluded that an entity shall consider whether it is probable that a
taxation authority will accept an uncertain tax treatment. If an entity concludes it is probable that
the taxation authority will accept an uncertain tax treatment, then the entity shall determine taxable
profit (tax loss), tax bases, unused tax losses and credits or tax rates consistently with the tax
treatment used or planned to be used in its income tax filings. If an entity concludes it is not
probable that the taxation authority will accept an uncertain tax treatment, the entity shall reflect
the effect of uncertainty in determining the related taxable profit (tax loss), tax bases, unused tax
losses and credits or tax rates. IFRIC 23 is effective for annual periods beginning on or after
January 1, 2019.
Risks and Uncertainties
Liquidity risk
As at June 30, 2019, the Company had a working capital surplus of $2,372,730, therefore is
currently able to meet its current short-term obligations. The Company plans to realize our assets,
increase revenues and gross profit margins, and raise further capital as necessary, to maintain
sufficient liquidity. If the Company is unable to achieve some or all of these plans within a
reasonable timeframe, the Company may not be able to continue as a going concern.
Credit risk
Credit risk is the risk of loss associated with a counterparty’s inability to fulfill its payment
obligations. The Company’s credit risk is primarily attributable to cash and cash equivalents and
receivables. The Company has no significant concentration of credit risk arising from operations.
Cash is held at reputable financial institutions, from which management believes the risk of loss
to be remote.
Market risk
Market risk is the risk of loss that may arise from changes in market factors such as interest rates
and foreign exchange rates.
(a)

Interest rate risk

The Company has cash balances and the majority of debt with fixed interest rates and therefore is
not significantly exposed to fluctuating interest rates. The Company's current policy is to invest
some of excess cash in investment-grade highly liquid demand deposit certificates issued by its
banking institutions.
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(b)

Foreign currency risk

The Company's functional currency is the Canadian dollar; however, there are transactions in U.S.
dollars and the Company keeps some of its cash in US currency. The Company is exposed to
financial risk arising from fluctuations in foreign exchange rates and the degree of volatility in
these rates. The Company does not use derivative instruments to reduce its exposure to foreign
currency risk. A 10% change in the foreign exchange rate would have had an approximate $16,000
impact on foreign exchange gain or loss.
Going concern risk
These consolidated interim financial statements have been prepared assuming the Company will
continue as a going concern. The Company has incurred losses as the Company continues invest
in research and development while expanding operations. Currently, revenues have not been
enough to cover all costs, and may not be sufficient in the foreseeable future.
The Company’s ability to continue as a going concern is dependent upon achieving sustained
profitability through its business plan and the ability to raise additional debt or equity financing to
fund its operations. Various risks and uncertainties affecting the Company’s operations including,
but not limited to, the rate of commercialization of the Company’s offerings, the public policy
environment for renewable energy solutions, the Company’s ability to raise sufficient equity
and/or debt financing, the ability of the Company to work with its bank to resolve any defaults of
its loan agreement as they may arise, and general global economic conditions. There are no
guarantees that the funds raised will be sufficient to sustain the Company’s ongoing operations
beyond twelve months or that additional debt or equity financing will be available to the Company
or available at acceptable terms. Failure to implement the Company’s business plan or the ability
for the Company to raise sufficient funds could have a material adverse effect on the Company’s
financial condition and/or financial performance. Accordingly, there are material risks and
uncertainties that cast significant doubt about the Company’s ability to continue as a going
concern.
These consolidated financial statements do not include any adjustments or disclosures that may
result from the Company’s inability to continue as a going concern. If the going concern
assumption were not found to be appropriate for these consolidated financial statements,
adjustments might be necessary in the carrying amounts of assets and liabilities and the reported
expenses and consolidated balance sheet classifications; such adjustments could be material.
Customer concentration risk
Sales risk
Our sales efforts target medium and large organizations and the Company spends significant time
and resources educating prospective customers about the features and benefits of our solutions.
Our sales cycle usually ranges from ZXX months and sales delays could cause our operating results
to vary. The Company balances this risk by continuously assessing the condition of our backlog
and pipeline and making the appropriate adjustments as far in advance as possible. Our strategy
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also includes a comprehensive program to build and improve relationships with our customers to
better understand their needs and proactively manage incoming business levels effectively.
Ability to Hire and Retain Key Personnel and Dependence on Management
The business and technical expertise of its management is heavily relied by the Company for it to
succeed. The contributions of the existing management team to the operations of the Company are
vital.
The Company’s success depends in large part on key personnel. The loss of such key personnel
may have a material adverse effect on the Company’s operations. Identifying and recruiting
qualified personnel and training them requires significant time, expense and attention. It can take
several months before a new salesperson is fully trained and productive. If the Company is unable
to hire, develop and retain talented sales personnel or if new sales personnel are unable to achieve
desired productivity levels in a reasonable period of time, the Company may not be able to grow
its business.
Additional Financing
To date, the Company has funded losses by issuing additional equity and loans, and through
government R&D grants. To the extent that the Company does not achieve or maintain positive
cash flows from operations in the future, or financing is not available or not available on reasonable
terms, reductions in expenditures will be required or the Company may not be able to continue as
a going concern. These conditions raise significant doubt about the ability of the Company to
continue as a going concern. If the Company is unable to continue as a going concern, then the
carrying value of certain assets and liabilities would require revaluation to a liquidation basis,
which could differ materially from the values presented in the Company’s financial statements.
In order to achieve profitability, make further investments, or take advantage of future
opportunities, the Company will require additional financing. The ability of the Company to
arrange such financing in the future will depend in part upon prevailing capital market conditions,
as well as upon the business success of the Company. There can be no assurance that the Company
will be successful in its efforts to arrange additional financing on terms satisfactory to the
Company. If additional financing is raised by the issuance of shares or other forms of convertible
securities from treasury, control of the Company may change, and shareholders may suffer
additional dilution. If adequate funds are not available, or are not available on acceptable terms,
the Company may not be able to take advantage of opportunities, or otherwise respond to
competitive pressures and remain in business.
Negative Cash Flows and Profitability
During the six months ended June 30, 2019, the Company had negative cash flow and since its
inception has not been profitable. There is no assurance that the Company will earn profits in the
future, or that profitability will be sustained. There is no assurance that future revenues will be
sufficient to generate the funds required to continue the Company’s business development and
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marketing activities. If the Company does not have sufficient capital to fund its operations, it may
be required to reduce its sales and marketing efforts or forego certain business opportunities.
Significant Competition
There are companies in competition with us in each of the markets that the Company or its
subsidiaries operate in. There can be no guarantee that the Company will be able to effectively
compete in the marketplace with such competition.
The renewable energy industry is competitive and continually evolving as participants strive to
distinguish themselves within their markets. The Company’s competitors can be expected to
continue to develop competitive advantages and could cause a decline in market acceptance of the
Company’s services. In addition, the Company’s competitors could cause a reduction in the prices
for some services as a result of intensified price competition.
Also, the Company may be unable to effectively anticipate and react to new entrants in the
marketplace competing with the Company’s services.
Third Party Suppliers
The Company’s relies on subcontractors and may run into funding, supply chain, technical, and/or
other difficulties. As a result, they could be unable to deliver essential services or components in
time and could cause significant delays in the delivery of the Company’s projects. Any significant
delivery delays could negatively impact the Company’s future revenue and may have a material
adverse effect on the business, financial position or results of operations of the Company. In
addition, it is possible that certain vendors may face high demand for their services or products
and not be able to supply the Company with what it needs, and/or when it needs it. Trade barriers,
such as tariffs imposed by governments on import, also have the potential to disrupt the Company’s
supply chain, necessitating the Company to find other suppliers, sometimes on short notice. Such
tariffs could also impose additional costs on the Company, negatively impacting its profitability.
The declining cost of solar panels has been a driver in the pricing of the Company’s projects and
customer adoption of this form of renewable energy. If solar panel prices increase or do not
continue to decline, the Company’s growth could slow, and the Company’s financial results could
suffer. Such events could harm the Company’s financial results by requiring it to pay higher prices.
Warranty
The Company’s business exposes it to potential liability risks. The Company sometimes provides
warranty for its services, often for one year or more after the service is completed. If the Company
experiences a greater number of warranty claims than budgeted in the normal course, the
Company’s gross margins could be negatively affected.
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Commercial and Industrial Customers
Projects with commercial and industrial customers may create concentrated operating and financial
risks. The effect of recognizing revenue or other financial measures on the sale of a larger project,
or the failure to recognize revenue or other financial measures as anticipated in a given reporting
period because a project is not yet completed under applicable accounting rules by period end,
may materially impact the Company’s quarterly or annual financial results. In addition, if
operational issues arise on a larger project, or if the timing of such projects unexpectedly shifts for
other reasons, such issues could have a material impact on the Company’s financial results. If the
Company is unable to successfully manage these significant projects in multiple markets, including
related internal processes and external construction management, or if the Company is unable to
continue to attract such significant customers and projects in the future, the Company’s financial
results would be harmed.
Dilution
The Company may make future acquisitions or enter into financings or other transactions involving
the issuance of securities of the Company which may be dilutive to the existing shareholders.
Damage to Reputation
The Company depends significantly on its reputation for high-quality products, services,
engineering abilities and exceptional customer service to attract new customers and grow its
business. If the Company fails to continue to deliver its solutions within planned timelines, if
products and services do not perform as anticipated, or if the Company damages any of its
customers’ properties or cancels projects, its brand and reputation could be significantly impaired.
In addition, if the Company fails to deliver, or fails to continue to deliver, high-quality services to
customers through long-term relationships, the Company’s customers will be less likely to
purchase future services from the Company, which is a key strategy to achieve desired growth.
The Company also depends on referrals from existing customers for growth, in addition to other
marketing efforts. Therefore, the Company’s inability to meet or exceed current customers’
expectations would harm the Company’s reputation and growth through referrals.
Fluctuating Results of Operations
The Company’s quarterly operating results are difficult to predict and may fluctuate significantly
in the future. Given that the Company is an early-stage company operating in a rapidly growing
industry, fluctuations may be masked by recent growth rates and thus may not be readily apparent
from historical operating results. As such, past quarterly operating results of the Company may
not be good indicators of future performance.
In addition to the other risks described in this “Risk Factors” section, the following factors could
cause the Company’s operating results to fluctuate:
•
•

significant fluctuations in customer demand for the Company’s offerings;
market acceptance of the Company’s new or existing offerings;
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•
•
•
•
•

the Company’s ability to complete installations in a timely manner;
the Company’s ability to continue to expand operations, and the amount and timing
of expenditures related to this expansion;
announcements by the Company or its competitors of significant acquisitions,
strategic partnerships, joint ventures or capital-raising activities or commitments;
changes in the Company’s pricing policies or terms, or those of its competitors,
including electric utilities; and
actual or anticipated developments in the competitive landscape.

For these or other reasons, the results of any prior quarterly or annual periods of the Company
should not be relied upon as indications of the Company’s future performance. In addition, actual
revenue, key operating metrics and other operating results in future quarters may fall short of the
expectations of investors and financial analysts, which could have a severe adverse effect on the
trading price of the Company’s shares.
International Operations
The Company has a customer base internationally. Risks inherent to international operations
include the following:
•
•
•
•
•
•
•

inability to work successfully with third parties with local expertise to co-develop
or build international projects;
multiple, conflicting and changing laws and regulations, including export and
import restrictions, tax laws and regulations, labour laws and other government
requirements, approvals, permits and licenses;
changes in general economic and political conditions in the countries where the
Company operates, including changes in government incentives relating to power
generation;
political and economic instability, including wars, acts of terrorism, political unrest,
boycotts, curtailments of trade and other business restrictions;
difficulties and costs in recruiting and retaining individuals skilled in international
business operations;
financial risks, such as longer sales and payment cycles and greater difficulty
collecting accounts receivable; and
inability to obtain, maintain or enforce intellectual property rights, including
inability to apply for or register material trademarks in foreign countries.

Doing business in foreign markets requires the Company to be able to respond to rapid changes in
market, legal, and political conditions in these countries. The success of the Company’s business
depends, in part, on its ability to succeed in differing legal, regulatory, economic, social and
political environments.
The Company will continually and selectively consider new international markets. In other
instances, the Company may rely on the efforts and abilities of foreign business partners in such
markets. Certain international markets may be slower than domestic markets in adopting the
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Company’s products and services, and operations in international markets may not develop at a
rate that supports the Company’s level of investment.
Existing Industry Regulations
Federal, state, provincial, and local government regulations and policies concerning the electric
utility industry, and internal policies and regulations promulgated by electric utilities, heavily
influence the market for electricity generation products and services. These regulations and
policies often relate to electricity pricing and the interconnection of customer-owned electricity
generation. Governments and utilities continuously modify these regulations and policies. These
regulations and policies could deter customers from purchasing solar solutions.
In addition, any changes to government or internal utility regulations and policies that favour
electric utilities could reduce the Company’s competitiveness and cause a significant reduction in
demand for its products and services.
Drop in Retail Price of Utility-Generated Electricity and Improved Infrastructure
The Company believes that a customer’s decision to implement a renewable energy solution is
driven largely by its desire to reduce its cost of electricity. A customer’s decision may also be
affected by the cost of other renewable energy sources. Decreases in the retail prices of electricity
from the utilities or from other renewable energy sources or improved distribution of electricity
would harm the Company’s ability to offer competitive pricing and could harm its business. The
price of electricity from utilities could decrease as a result of:
•
•
•
•

the construction of a significant number of new power generation plants,
particularly in emerging markets, including nuclear, coal, natural gas or renewable
energy;
the construction of additional electric transmission and distribution lines which
improve access, reliability and/or cost of electricity;
a reduction in the price of natural gas or other fossil fuels; and
development of new renewable energy technologies that provide less expensive
energy.

If the retail price of energy available from utilities were to decrease due to any of these reasons, or
others, or the distribution of electricity is improved as a result of improved infrastructure, the
Company may be at a competitive disadvantage, limiting growth.
Conflicts of Interest
Certain directors of the Company are also directors of other companies and as such may, in certain
circumstances, have a conflict of interest requiring them to abstain from certain decisions.
Issuance of Debt
From time to time, the Company may enter into transactions to acquire assets or the shares of other
organizations or seek to obtain additional working capital. These transactions may be financed in
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whole or in part with debt, which may increase the Company’s debt levels above industry standards
for companies of similar size. Depending on future plans, the Company may require additional
equity and/or debt financing that may not be available or, if available, may not be available on
favourable terms to the Company. Neither the Company’s articles nor its by-laws limit the amount
of indebtedness that the Company may incur. As a result, the level of the Company’s indebtedness
from time to time, could impair its ability to obtain additional financing on a timely basis to take
advantage of business opportunities that may arise.
No Guarantee of Active Liquid Market
There may not be an active, liquid market for the Common Shares. There is no guarantee that an
active trading market for the Common Shares will be maintained on the TSX Venture Exchange
(“TSXV”). Investors may not be able to sell their Common Shares quickly, on satisfactory terms
or at the latest market price if trading in the Common Shares is not active.
Issues Related to Acquisitions
With acquisitions there is a risk that integration will result in challenges that were not anticipated,
such as key staff departures, diversion of management time and resources, or projected revenues
that do not materialize. Should the future projected revenue attributed to any acquisition not
materialize, the Company’s overall revenues will be negatively impacted, which may have a
material adverse effect on the Company’s revenues going forward. The Company may not be able
to successfully overcome these risks and this may adversely affect the Company’s financial
condition, and ability to execute its business plan.
Government Policies
The Company is subject to policies, laws, and regulations established by various levels of
government and government agencies. These are subject to change by the government or their
agencies or the courts and are administered by agencies that may have discretion in their
interpretation. Future legal and regulatory changes or interpretations may have a material adverse
effect on the Company.
Critical Accounting Estimates
The preparation of financial statements in accordance with IFRS requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amount
of revenues and expenses during the reported period. Actual results could differ from those
estimates.
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Management’s Report on Disclosure Controls and Procedures and Internal Control over
Financial Reporting
Management is committed to delivering timely and accurate disclosure of all material information.
Disclosure controls and procedures ensure that reporting requirements are satisfied, and that
material information is disclosed in a timely manner. Due to the limitation on the ability of the
officers to design and implement cost-effective policies for disclosure controls and procedures and
internal control over financial reporting, the officers are not making representations that such
controls and procedures would identify and allow for reporting material information on a timely
basis, nor are they representing that such procedures are in place that provide reasonable assurance
regarding the reliability of financial reporting.
Additional information and other publicly filed documents relating to the Company are available
through the internet on the Canadian Securities Administrators’ System for Electronic Document
Analysis and Retrieval (“SEDAR”), which can be accessed at www.sedar.com.
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