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NOTICE TO READER 

 

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of the 

interim financial statements, they must be accompanied by a notice indicating that the financial statements have 

not been reviewed by an auditor.   

 

The accompanying unaudited interim condensed consolidated financial statements have been prepared by and are 

the responsibility of management.  

 

The Company’s independent auditor has not performed a review of these financial statements in accordance with 

the standards established by the Canadian Institute of Chartered Accountants for a review of interim financial 

statements by an entity’s auditor.  
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Note

s 

(Unaudited) 

March 31, 

2017 

December 31,  

2016 

ASSETS    

Current assets    

Cash and cash equivalents 4 $        57,847 $       23,252 

Receivables 5 257 12,071 

Prepaid expenses  36,366 55,187 

  94,470 90,510 

Non-current assets    

Equipment 6 203,657 223,325 

    

TOTAL ASSETS  $      298,127 $     313,835 

LIABILITIES    

Current liabilities    

Trade payables and accrued liabilities 8 $   1,233,339  $     1,192,636 

Derivative liability 9 617,415 367,346 

TOTAL LIABILITIES  1,850,754 1,559,982 

DEFICIT    

Share capital 10 16,614,671 16,417,322 

Share-based payment reserve 10,11   4,323,027    4,275,173 

Accumulated deficit    (22,490,325)  (21,938,642) 

TOTAL DEFICIT    (1,552,627)     (1,246,147) 

TOTAL LIABILITIES AND DEFICIT  $      298,127 $     313,835 
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(Unaudited) 

For the Three Months Ended 

 

 

March 31, 

Notes 2017 2016 

  

  

Expenses 
 

  

Consulting 

 

 $        31,000 $      31,146 

Depreciation and amortization 6,7        19,668      48,106 

Filing Fees 

 

4,339 7,783 

Foreign exchange (gain) loss 

 

(48,139)        (19,991) 

Interest and bank charges 

 

         6,425         787 

Marketing 

 

     36,987       66,008 

Office and other operational expenses  

 

   35,650      48,946 

Professional fees 

 

    19,255     73,086 

Research and development 16    203,946    231,722 

Stock-based compensation 10    30,107      481,675 

Travel 

 

    1,115     8,374 

Wages and salaries 

 

   202,938      188,568 

  

 

  543,291   1,166,210 

Other income (expense) 

   Fair value adjustment on warrants 9    (8,393) (1,315,770) 

Interest income  

 

      1      5 

Net and comprehensive loss for the period 

 

$   (551,683) $   (2,481,975) 

Loss per share – basic and diluted 

 

$           (0.01) $            (0.04) 

Weighted average number of shares outstanding – basic and 

diluted 
 

  64,977,926    56,851,190 
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  Share capital     

 Notes 

 

 

Number of 

shares 

 

Amount 

Share-based 

payment 

reserve 

Share 

subscriptions 

received Deficit Total 

Balance at January1, 2016  56,333,247 $15,690,371 $3,375,710 $          31,102 $ (19,916,942) $    (819.759) 
Comprehensive loss for the year  - - - - (2,481,975) (2,481,975) 

        

Stock-based compensation  - - 481,675 - - 481,675 

Transactions with owners, in their capacity as 

owners, and other transfers:        

   Shares issued for cash – private placement  2,517,555 707,206 - (31,102) - 676,104 

   Shares issued for cash- options exercise  13,500 5,947 - - - 5,947 

   Derivative liability – warrants issued  - (541,377) -   (541,377) 

 Issuance costs – finders’ warrants  - (5,112) 5,112 - - - 

 Issuance costs – cash   - (4,497) - - - (4,497) 

        

Balance at March 31, 2016  58,864,302 $ 15,852,538 $3,862,497 $                   - $ (22,398,917) $    (2,683,882) 
        

Balance at January 1, 2017                                                        
Comprehensive loss for the period  - - - - (551,683) (551,683) 

Stock-based compensation 10 - - 30,107 - - 30,107 

Transactions with owners, in their capacity as 

owners, and other transfers:        

 Shares issued for cash – private placements 10 2,571,800 459,303 - - - 459,303 

 Shares issued for cash – options exercise 10 130,000 39,610 - - - 39,610 

Derivative liability – warrants issued  - (241,677) - - - (241,677) 

    Issuance costs – finder’s warrants  - (17,747) 17,747 - - - 

Issuance costs- cash  - (42,140) - - - (42,140) 

Balance at March 31,2017  67,568,602 $ 16,614,671 $4,323,027 $                  - $ (22,490,325) $  (1,552,627) 
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(Unaudited) 

For the Three Months Ended March 31,  

 

 

 2017 2016 

Operating Activities    

Net loss  $    (551,683) $      (2,481,975) 

Adjustments for non-cash items:    

 Depreciation and amortization         19,668 48,106 

 Fair value adjustment on warrants    8,393 1,315,770 

 Stock-based compensation  30,107 481,675 

 Shares issued for services   - - 

Changes in non-cash working capital items:    

 Receivables     11,814 

 

25,912 

 Prepaid expenses      18,821 23,499 

 Trade payables and accrued liabilities   40,702 (23,131) 

Net cash flows used in operating activities    (422,178) (610,144) 

Investing Activities    

Expenditures on equipment  - (1,295) 

Net cash flows used in investing activities  - (1,295) 

Financing Activities    

Subscriptions received for pending private placement  - - 

Proceeds on issuance of stock options  39,610 5,947 

Proceeds on issuance of common shares – net of issuance 

costs  417,163 671,607 

Net cash flows provided by financing activities  456,773 677,554 

Increase in cash and cash equivalents  34,595 66,115 

Cash and cash equivalents, beginning  23,252 521,521 

Cash and cash equivalents, ending  $            57,847 $        587,636 
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1. Nature and Continuance of Operations 

 Natcore Technology Inc. (the “Company”) was incorporated under the British Columbia Business Corporations 

Act on August 9, 2007. The Company’s common shares are listed on the TSX Venture Exchange (the 

“Exchange”) under the symbol NXT. Effective May 26, 2015, the Company became a fully-reporting issuer in 

the United States.  The Company develops and owns technology for the manufacturing of solar cells. 

 The Company’s head office address is 87 Maple Avenue, 1
st
 Floor, Red Bank, New Jersey, 07701.  The 

Company’s registered office is 2080 - 777 Hornby Street, Vancouver British Columbia V6Z 1S4. 

 These consolidated financial statements have been prepared on the assumption that the Company will continue as 

a going concern, meaning it will continue in operation for the foreseeable future and will be able to realize assets 

and discharge liabilities in the ordinary course of operations.  Different bases of measurement may be appropriate 

if the Company is not expected to continue operations for the foreseeable future.  As at March 31, 2017 the 

Company has had recurring losses from operations and a cumulative deficit of $22,490,325.  The Company’s 

continuation as a going concern is dependent upon its ability to attain profitable operations and generate funds 

there from and/or raise equity capital or borrowings sufficient to meet current and future obligations. These 

conditions indicate the existence of a material uncertainty that may cast significant doubt about the Company’s 

ability to continue as a going concern.  Management intends to finance operating costs over the next twelve 

months with existing cash resources and the private placement of common shares. 

2. Significant Accounting Policies and Basis of Preparation 

 Statement of Compliance with International Financial Reporting Standards 

 These consolidated interim financial statements of the Company have been prepared in accordance with IAS 34, 

Interim financial Reporting (“IAS 34"), as issued by the International Accounting Standards Board (“IASB”) and 

interpretations of the International Financial Reporting Interpretations Committee (“IFRIC”).  These condensed 

interim financial statements follow the same accounting policies and methods of application as the Company’s 

most recent annual financial statements.  Accordingly, they should be read in conjunction with the annual 

consolidated financial statements for the year ended December 31, 2016.  

 The condensed consolidated interim financial statements were authorized for issue by the Board of Directors on 

May 30, 2017. 

 Basis of Preparation 

 The consolidated financial statements of the Company have been prepared on an accrual basis and are based on 

historical costs, modified where applicable.  The consolidated financial statements are presented in United States 

dollars unless otherwise noted. 

 Consolidation 

 The consolidated financial statements include the accounts of the Company and its controlled entities.  Details of 

controlled entities are as follows: 

  
Percentage Owned* 

 Jurisdiction 

of 

Incorporation 

December 31, 

2016 

December 

31, 

2015 

Natcore Technology, Inc. United States 100% 100% 

Newcyte, Incorporated United States 100% 100% 

Vanguard Solar, Inc. 

Natcore Asia Technology, Limited 

United States 

Hong Kong 

100% 

100% 

100% 

100% 

 

*Percentage of voting power is in proportion to ownership. 

 

Inter-company balances are eliminated on consolidation. 
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2.  Significant Accounting Policies and Basis of Preparation (continued) 

 Significant Accounting Judgments, Estimates and Assumptions 

 The preparation of consolidated financial statements in accordance with IFRS requires the Company to make 

estimates and assumptions concerning the future.  The Company’s management reviews these estimates and 

underlying assumptions on an ongoing basis, based on experience and other factors, including expectations of 

future events that are believed to be reasonable under the circumstances.  Revisions to estimates are adjusted for 

prospectively in the period in which the estimates are revised.    

Estimates and assumptions where there is significant risk of material adjustments to assets and liabilities in future 

accounting periods include the useful lives of equipment, impairment considerations for equipment and intangible 

assets, determination of fair value for stock-based compensation and other share-based payments, valuations and 

assumptions used to determine deferred income taxes and the fair value of financial instruments.  

Foreign Currency Translation 

The functional currency of each of the Company’s entities is measured using the currency of the primary 

economic environment in which that entity operates. The consolidated financial statements are presented in 

United States dollars which is the functional currency of the Company and its subsidiaries.   

Transactions and Balances: 

Foreign currency transactions are translated into functional currency using the exchange rates prevailing at the 

date of the transaction. Foreign currency monetary items are translated at the period-end exchange rate. Non-

monetary items measured at historical cost continue to be carried at the exchange rate at the date of the 

transaction. Non-monetary items measured at fair value are reported at the exchange rate at the date when fair 

values were determined. 

Exchange differences arising on the translation of monetary items or on settlement of monetary items are 

recognized in profit or loss in the statement of comprehensive loss in the period in which they arise, except where 

deferred in equity as a qualifying cash flow or net investment hedge. 

 Exchange differences arising on the translation of non-monetary items are recognized in other comprehensive 

loss in the statement of comprehensive loss to the extent that gains and losses arising on those non-monetary 

items are also recognized in other comprehensive loss. Where the non-monetary gain or loss is recognized in 

profit or loss, the exchange component is also recognized in profit or loss. 

Intangible Assets 
 
Intangible Assets Acquired Separately  

 

Intangible assets with finite useful lives that are acquired separately are carried at cost less accumulated 

amortization and accumulated impairment losses. Amortization is recognized on a straight-line basis over their 

estimated useful lives. The estimated useful life and amortization method are reviewed at the end of each 

reporting period, with the effect of any changes in estimate being accounted for on a prospective basis. Intangible 

assets with indefinite useful lives that are acquired separately are carried at cost less accumulated impairment 

losses. 
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2. Significant Accounting Policies and Basis of Preparation (continued) 

Internally-Generated Intangible Assets - Research and Development Expenditure  

Expenditure on research activities is recognized as an expense in the period in which it is incurred.  

An internally-generated intangible asset arising from development (or from the development phase of an internal 

project) is recognized if, and only if, all of the following have been demonstrated:  

 The technical feasibility of completing the intangible asset so that it will be available for use or sale;  

 The intention to complete the intangible asset and use or sell it;  

 The ability to use or sell the intangible asset;  

 How the intangible asset will generate probable future economic benefits;  

 The availability of adequate technical, financial and other resources to complete the development and to use 

or sell the intangible asset; and  

 The ability to measure reliably the expenditure attributable to the intangible asset during its development.  

The amount initially recognized for internally-generated intangible assets is the sum of the expenditure incurred 

from the date when the intangible asset first meets the recognition criteria listed above. Where no internally-

generated intangible asset can be recognized, development expenditure is recognized in loss in the period in 

which it is incurred.  

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less accumulated 

amortization and accumulated impairment losses, on the same basis as intangible assets that are acquired 

separately.  

At March 31, 2017 and December 31, 2016, the Company has not recognized any internally-generated intangible 

assets. 

Share-Based Payments 

The Company operates a stock option plan. Share-based payments to employees are measured at the fair value of 

the instruments issued and amortized over the vesting periods.  Share-based payments to non-employees are 

measured at the fair value of goods or services received or the fair value of the equity instruments issued, if it is 

determined the fair value of the goods or services cannot be reliably measured, and are recorded at the date the 

goods or services are received.  The corresponding amount is recorded to the share-based payment reserve.  The 

fair value of options is determined using the Black–Scholes Option Pricing Model. The number of shares and 

options expected to vest is reviewed and adjusted at the end of each reporting period such that the amount 

recognized for services received as consideration for the equity instruments granted shall be based on the number 

of equity instruments that eventually vest. 

 

Financial Instruments 

The Company classifies its financial instruments in the following categories: at fair value through profit or loss, 

loans and receivables, held-to-maturity investments, available-for-sale and financial liabilities. The classification 

depends on the purpose for which the financial instruments were acquired. Management determines the 

classification of its financial instruments at initial recognition.  

Financial assets are classified at fair value through profit or loss when they are either held for trading for the 

purpose of short-term profit taking, derivatives not held for hedging purposes, or when they are designated as 

such to avoid an accounting mismatch or to enable performance evaluation where a group of financial assets is 

managed by key management personnel on a fair value basis in accordance with a documented risk management 

or investment strategy. Such assets are subsequently measured at fair value with changes in carrying value being 

included in profit or loss.  
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2. Significant Accounting Policies and Basis of Preparation (continued) 

Financial Instruments (continued) 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted 

in an active market and are subsequently measured at amortized cost. They are included in current assets, except 

for maturities greater than 12 months after the end of the reporting period. These are classified as non-current 

assets.   

Held-to-maturity investments are non-derivative financial assets that have fixed maturities and fixed or 

determinable payments, and it is the Company’s intention to hold these investments to maturity. They are 

subsequently measured at amortized cost.  Held-to-maturity investments are included in non-current assets, 

except for those which are expected to mature within 12 months after the end of the reporting period.   

Available-for-sale financial assets are non-derivative financial assets that are designated as available-for-sale or 

are not suitable to be classified as financial assets at fair value through profit or loss, loans and receivables or 

held-to-maturity investments and are subsequently measured at fair value.  These are included in current assets. 

Unrealized gains and losses are recognized in other comprehensive loss, except for impairment losses and foreign 

exchange gains and losses.   

Non-derivative financial liabilities (excluding financial guarantees) are subsequently measured at amortized cost.  

Derivative financial liabilities are classified at fair value through profit and loss and are subsequently measured at 

fair value with changes in carrying value being included in profit or loss.  

Regular purchases and sales of financial assets are recognized on the trade-date – the date on which the Company 

commits to purchase the asset.  

Financial assets are derecognized when the rights to receive cash flows from the investments have expired or 

have been transferred and the Company has transferred substantially all risks and rewards of ownership.  

At each reporting date, the Company assesses whether there is objective evidence that a financial instrument has 

been impaired. In the case of available-for-sale financial instruments, a significant and prolonged decline in the 

value of the instrument is considered to determine whether impairment has arisen. 

Impairment of Long-Lived Assets  

The carrying amount of the Company’s long-lived assets (which include equipment and intangible assets) is 

reviewed at each reporting date to determine whether there is any indication of impairment. If such indication 

exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss. 

An impairment loss is recognized whenever the carrying amount of an asset or its cash generating unit exceeds its 

recoverable amount. Impairment losses are recognized in the statement of comprehensive loss. 

The recoverable amount of assets is the greater of an asset’s fair value less cost to sell and value in use. In 

assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax 

discount rate that reflects the current market assessments of the time value of money and the risks specific to the 

asset. For an asset that does not generate cash inflows largely independent of those from other assets, the 

recoverable amount is determined for the cash-generating unit to which the asset belongs.  

An impairment loss is only reversed if there is an indication that the impairment loss may no longer exist and 

there has been a change in the estimates used to determine the recoverable amount, however, not to an amount 

higher than the carrying amount that would have been determined had no impairment loss been recognized in 

previous years.  

Assets that have an indefinite useful life are not subject to amortization and are tested annually for impairment. 

Cash and Cash Equivalents 

Cash and cash equivalents include cash on hand, deposits held at call with banks and other short-term highly 

liquid investments, such as guaranteed investment certificates with original maturities of three months or less.  

Guaranteed investment certificates are investments with Canadian banks that are the equivalent of a certificate of 

deposit.
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2. Significant Accounting Policies and Basis of Preparation (continued) 

Income Taxes 

Current Income Tax: 

Current income tax assets and liabilities for the current period are measured at the amount expected to be 

recovered from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are 

those that are enacted or substantively enacted, at the reporting date, in the countries where the Company 

operates and generates taxable income. 

Current income tax relating to items recognized directly in other comprehensive loss or equity is recognized in 

other comprehensive loss or equity and not in profit or loss. Management periodically evaluates positions taken 

in the tax returns with respect to situations in which applicable tax regulations are subject to interpretation and 

establishes provisions where appropriate. 

Deferred Income Tax: 

Deferred income tax is provided using the asset and liability method on temporary differences at the reporting 

date between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes. 

The carrying amount of deferred income tax assets is reviewed at the end of each reporting period and recognized 

only to the extent that it is probable that sufficient taxable profit will be available to allow all or part of the 

deferred income tax asset to be utilized.  

Deferred income tax assets and liabilities are measured at the tax rates that are expected to apply to the year when 

the asset is realized or the liability is settled, based on tax rates (and tax laws) that have been enacted or 

substantively enacted by the end of the reporting period.  

Deferred income tax assets and deferred income tax liabilities are offset, if a legally enforceable right exists to set 

off current tax assets against current income tax liabilities and the deferred income taxes relate to the same 

taxable entity and the same taxation authority. 

Equipment 

Equipment is stated at historical cost less accumulated depreciation and accumulated impairment losses.  

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate, 

only when it is probable that future economic benefits associated with the item will flow to the Company and the 

cost of the item can be measured reliably. The carrying amount of the replaced part is derecognized. All other 

repairs and maintenance are charged to the statement of comprehensive loss during the financial period in which 

they are incurred.  

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are 

recognized in profit or loss. 

Depreciation and amortization are calculated on a straight-line method to write off the cost of the assets to their 

residual values over their estimated useful lives. 

Comparative Information 

Certain expenses have been reclassified to conform with the presentation in the current year. 
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3. Accounting Standards Issued but Not Yet Effective 

 New Standard IFRS 16 “Leases” 

 This new standard replaces IAS 17 “Leases” and the related interpretative guidance.  IFRS 16 applies a control 

model to the identification of leases, distinguishing between a lease and a service contract on the basis of whether 

the customer controls the asset being leased. For those assets determined to meet the definition of a lease, IFRS 

16 introduces significant changes to the accounting by lessees, introducing a single, on-balance sheet accounting 

model that is similar to current finance lease accounting, with limited exceptions for short-term leases or leases of 

low value assets. Lessor accounting is not substantially changed. The standard is effective for annual periods 

beginning on or after January 1, 2019, with early adoption permitted for entities that have adopted IFRS 15.  

 The Company has not early adopted this new standard and is currently assessing the impact that these standards 

will have on its consolidated financial statements. 

 Other accounting standards or amendments to existing accounting standards that have been issued but have future 

effective dates are either not applicable or are not expected to have a significant impact on the Company’s 

consolidated financial statements. 

 

4. Cash and Cash Equivalents 

 March 31, 

2017 

December 31, 

2016 

Cash at Bank $  57,820 $  23,252 

Savings Certificates in Banks 27 - 

Guaranteed Investment Certificates         -         - 

 $     57,847 $     23,252 

 

5. Receivables 

 March 31, 

 2017 

December 31, 

 2016 

GST receivable $        257 $ 12,071 

Subscription receivable on share issuance - - 

 
$        257 $   12,071 

 

 

6. Equipment 

 

 Furniture and 

Office 

Equipment 

Production 

Equipment 

 

Total 

Cost:    
At December 31, 2015 $       360,742 $     932,808 $ 1,293,550 

Additions 2,708 834 3,542 

At December 31, 2016 363,450 933,642 1,297,092 

Depreciation:    

At December 31, 2015 342,512 584,309 926,821 

Charge for the Period 6,988 139,958 146,946 

At December 31, 2016 349,500 724,267 1,073,767 

Net Book Value:    

At March 31, 2017 $ 13,570 $  209,375 $   223,325 
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6. Equipment (continued) 
 

Cost:    

At December 31, 2016 $       363,450 $     933,642 $ 1,297,092 

Additions - - - 

At March 31, 2017 363,450 933,642 1,297,092 

Depreciation:    

At December 31, 2016 349,500 724,267 1,073,767 

Charge for the Period 1,191 18,477 19,668 

At March 31, 2017 350,691 742,744 1,093,435 

Net Book Value:    

At March 31, 2017 $ 12,759 $  190,898 $   203,657 

 

7. Trade Payables and Accrued Liabilities 

 
March 31, 

2017 

December 31, 

2016 

Trade Payables and Accrued Liabilities $     1,233,339 $   1,192,636 

 

8. Derivative Financial Liability 

 Three Months 

Ended 

March 31, 2017 

Year Ended 

December 31, 

2016 

Balance, Beginning $      367,346 $          1,135,157 

Fair value of warrants issued during the year 241,677       1,112,776 

Change in fair value of warrants outstanding (8,393) (1,880,587) 

Balance, Ending $         617,415 $       367,346 

The derivative financial liability consists of the fair value of share purchase warrants that have exercise prices 

that differ from the functional currency of the Company and are within the scope of IAS 32 “Financial 

Instruments: Presentation”.  Details of these warrants and their fair values are as follows: 
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8. Derivative Financial Liability (continued) 

 

 

 

Expiration Date 

 

 

Exercise 

Price 

Number of 

Warrants 

Outstanding at 

March 31, 

2017 

 

Fair Value at 

March 31, 

2017 

Number of 

Warrants 

Outstanding at 

December 31, 

2016 

 

Fair Value at 

December 31, 

2016 

 CDN $  US $  US $ 

July 20, 2017 0.90 3,840,700  1,843 3,840,700  574 

January 21, 2018 0.70 1,352,062 11,271 1,352,062 3,497 

April 14, 2018 0.95 1,200,050 6,241 1,200,050 4,028 

April 27, 2018 0.95 397,000 2,286 397,000 1,506 

July 23, 2018 0.74 1,000,000 12,951 1,000,000 8,052 

July 31, 2018 0.74 822,000 10,413 822,000 6,650 

November 30, 2018 0.55 1,694,444 49,567 1,694,444 26,938 

December 18, 2018 0.55 1,681,189 50,318 1,681,189 27,987 

February 2, 2019 0.55 273,058 8,602 273,058 6,144 

March 17, 2019 0.55 2,244,497 71,417 2,244,497 53,241 

June 28, 2019 0.55 1,000,000 37,339 1,000,000 26,377 

July 28, 2019 0.55 1,000,000 42,064 1,000,000 29,049 

September 16, 2019 0.55 650,000 33,870 650,000 23,768 

November 2, 2019 0.30 1,000,000 67,093 1,000,000 49,316 

November 22, 2019 0.30 427,500 29,045 427,500 20,328 

December 5, 2019 0.25 1,000,000 74,688 1,000,000 53,205 

December 14, 2019 0.25 500,000 37,308 500,000 26,686 

January 9, 2020 0.25 883,800 29,630 - - 

February 3, 2020 0.40 650,000 9,798 - - 

March 17, 2020 0.25 900,000 31,671 - - 

  22,516,300 617,415 20,082,500 367,346 

The fair values of these warrants were estimated using the Black-Scholes Option Pricing Model using the 

following assumptions. 

 The stock price was based upon the publicly traded price at the time of issuance; 

 The risk-free interest rate assumption is based on the government of Canada marketable bonds for a period 

consistent with the expected term of the option in effect at the time of the grant; 

 The Company does not pay dividends on common stock and does not anticipate paying dividends on its 

common stock in the foreseeable future.  Therefore, the expected dividend rate was 0%; 

 The expected life of the warrants was estimated to be 75% of the remaining contractual term which is based 

on the historical exercise patterns of warrant holders; and  

 The expected volatility was based off of the historical trading prices of the Company’s common stock price 

over a period equivalent to the expected life of the warrants. 

 

The fair values of these warrants as of March 31, 2017 were estimated using the Black-Scholes Option Pricing 

Model using the following inputs: 

 

Input Range 

Expected volatility 94% - 126% 

Expected life 0.23 - 2.22 years 

Dividends 0.00% 

Risk-free interest rate 0.74% - 0.75% 
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8. Share Capital 
 

Authorized Share Capital 

Unlimited number of common shares without par value. 

Issued Share Capital 

At March 31, 2017, there were 67,568,602 issued and fully paid common shares (December 31, 2016 – 

64,866,802).  

Private Placements 

In February 2016, the Company completed a non-brokered private placement and issued 273,058 units at a price 

of CDN$0.36 per unit for gross proceeds of $70,908 (CDN$98,301).  Each unit comprised one common share 

and one purchase warrant, with each warrant exercisable at a price of CDN$0.55 per share for a period of three 

years from the date of closing.  The Company had received subscriptions of $31,102 at December 31, 2015 that 

related to this private placement.  On issue the fair value of the warrants was determined to be $26,464 and 

included in derivative liability (Note 8). 

In March 2016, the Company completed a non-brokered private placement and issued 2,244,497 units at a price 

of CDN$0.36 per unit for gross proceeds of $622,166 (CDN$808,019).  Each unit comprised one common share 

and one purchase warrant, with each warrant exercisable at a price of CDN$0.55 per share for a period of three 

years from the date of closing.  On issue the fair value of the warrants was determined to be $489,252 and 

included in derivative liability (Note 8).  The Company paid finders’ fees of $6,150 and incurred other share issue 

costs of $3,276.  The Company also issued 23,450 finders’ warrants with a fair value of $5,112 in connection 

with this private placement exercisable at a price of CAD$0.55 per share for a period of three years from the date 

of closing. 

In June 2016, the Company completed a non-brokered private placement and issued 1,000,000 units at a price of 

CDN$0.40 per unit for gross proceeds of $305,421 (CDN$400,000).  Each unit comprised one common share 

and one purchase warrant, with each warrant exercisable at a price of CDN$0.55 per share for a period of three 

years from the date of closing.  On issue the fair value of the warrants was determined to be $167,222 and 

included in derivative liability (Note 8).  The Company paid finders’ fees of $10,000.  The Company also issued 

70,000 finders’ warrants with a fair value of $10,940 in connection with this private placement exercisable at a 

price of CAD$0.55 per share for a period of three years from the date of closing. 

 In July 2016, the Company completed a non-brokered private placement and issued 1,000,000 units at a price of 

CDN$0.40 per unit for gross proceeds of $303,630 (CDN$400,000).  Each unit comprised one common share 

and one purchase warrant, with each warrant exercisable at a price of CDN$0.55 per share for a period of three 

years from the date of closing.  The Company also issued 70,000 finders’ warrants with a fair value of $9,841 in 

connection with this private placement exercisable at a price of CAD$0.55 per share for a period of three years 

from the date of closing. 

 In September 2016, the Company completed a non-brokered private placement and issued 650,000 units at a 

price of CDN$0.36 per unit for gross proceeds of $177,048 (CDN$234,000).  Each unit comprised one common 

share and one purchase warrant, with each warrant exercisable at a price of CDN$0.55 per share for a period of 

three years from the date of closing.  The Company also issued 45,500 finders’ warrants with a fair value of 

$5,333 in connection with this private placement exercisable at a price of CAD$0.55 per share for a period of 

three years from the date of closing. 
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9. Share Capital (continued) 
 

Private Placements (continued) 

 In November 2016, the Company completed a non-brokered private placement and issued 1,427,500 units at a 

price of CDN$0.23 per unit for gross proceeds of $244,966 (CDN$328,325).  Each unit comprised one common 

share and one purchase warrant, with each warrant exercisable at a price of CDN$0.30 per share for a period of 

three years from the date of closing.  The Company also issued 70,000 finders’ warrants with a fair value of 

$7,801 in connection with this private placement exercisable at a price of CAD$0.30 per share for a period of 

three years from the date of closing. 

 

 In December 2016, the Company completed a non-brokered private placement and issued 1,500,000 units at a 

price of CDN$0.21 per unit for gross proceeds of $238,373 (CDN$315,000).  Each unit comprised one common 

share and one purchase warrant, with each warrant exercisable at a price of CDN$0.30 per share for a period of 

three years from the date of closing.  The Company also issued 70,000 finders’ warrants with a fair value of 

$5,569 in connection with this private placement exercisable at a price of CAD$0.30 per share for a period of 

three years from the date of closing. 

 

For the year ended December 31, 2016, the Company determined the fair value at the time of issuance of the 

warrants included in the derivative liability and the finders’ warrants using the Black-Scholes Option Pricing 

Model using the following inputs: 

Input Range 

Expected volatility 86% - 95% 

Expected life 2.25 years 

Dividends 0.00% 

Risk-free interest rate 0.45% - 0.80% 

 In January 2017, the Company completed a non-brokered private placement and issued 1,021,800 units at a price 

of CDN$0.21 per unit for gross proceeds of $162,030 (CDN$214,578).  Each unit comprised one common share 

and one purchase warrant, with each warrant exercisable at a price of CDN$0.25 per share for a period of three 

years from the date of closing.  The Company also issued 70,000 finders’ warrants with a fair value of $7,139 in 

connection with this private placement exercisable at a price of CAD$0.25 per share for a period of three years 

from the date of closing. 

 

 In February 2017, the Company completed a non-brokered private placement and issued 650,000 units at a price 

of CDN$0.34 per unit for gross proceeds of $169,195 (CDN$221,000).  Each unit comprised one common share 

and one purchase warrant, with each warrant exercisable at a price of CDN$0.40 per share for a period of three 

years from the date of closing.  The Company also issued 45,500 finders’ warrants with a fair value of $4,894 in 

connection with this private placement exercisable at a price of CAD$0.40 per share for a period of three years 

from the date of closing. 

 

 In March 2017, the Company completed a non-brokered private placement and issued 900,000 units at a price of 

CDN$0.19 per unit for gross proceeds of $128,077 (CDN$171,000).  Each unit comprised one common share 

and one purchase warrant, with each warrant exercisable at a price of CDN$0.25 per share for a period of three 

years from the date of closing.  The Company also issued 63,000 finders’ warrants with a fair value of $5,693 in 

connection with this private placement exercisable at a price of CAD$0.25 per share for a period of three years 

from the date of closing. 
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9. Share Capital (continued) 
 

Private Placements (continued) 

 

For the three months ended March 31, 2017, the Company determined the fair value at the time of issuance of the 

warrants included in the derivative liability and the finders’ warrants using the Black-Scholes Option Pricing 

Model using the following inputs: 

Input Range 

Expected volatility 96% - 98% 

Expected life 2.25 years 

Dividends 0.00% 

Risk-free interest rate 0.75% 

Basic and Diluted Income (Loss) Per Share 

The calculation of basic and diluted loss per share for the three months ended March 31, 2017 and 2016 was 

based on the loss attributable to common shareholders of ($551,683) and ($2,481,975), respectively, and the 

weighted average number of common shares outstanding of 64,977,926 and 56,851,190, respectively, for basic 

and diluted.  Diluted loss per share did not include the effect of stock options and warrants as the effect would be 

anti-dilutive. 

 Stock Options 

 The Company has adopted an incentive stock option plan, which provides that the Board of Directors of the 

Company may from time to time, at its discretion, and in accordance with the Exchange requirements, grant to 

directors, officers, employees and technical consultants to the Company, non-transferable options to purchase 

common shares, provided that the number of common shares reserved for issuance will not exceed 6,779,255 

common shares.   Such options will be exercisable for a period of up to 10 years from the date of grant.  In 

connection with the foregoing, the number of common shares reserved for issuance to any one optionee will not 

exceed five percent (5%) of the issued and outstanding common shares and the number of common shares 

reserved for issuance to all technical consultants will not exceed two percent (2%) of the issued and outstanding 

common shares.  Options may be exercised no later than 90 days following cessation of the optionee’s position 

with the Company or 30 days following cessation of an optionee conducting investor relations activities’ 

position. 

 Stock-based compensation expense has been calculated using the Black-Scholes option pricing model.  The 

expected life of the options has been estimated to be the contractual term of the option given the limited history 

of early exercise.  Future volatility has been determined based on historical volatility for a period equivalent to 

the expected life of the option.   

 During the three months ended March 31, 2017 and 2016, the Company recorded stock-based compensation 

expense of $30,107 and $481,675, respectively. 
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9. Share Capital (continued) 

Stock Options (continued) 

 On January 31, 2016, the Company granted 1,975,000 stock options to employees.  The options vested 

immediately.  The options are exercisable at CDN$0.40 and expire January 13, 2021.  The options had a grant 

date fair value of $395,116 (CDN$562,580) determined using the Black-Scholes Option Pricing Model with the 

following assumptions: Risk free rate of 0.92%; Expected life of 5.00 years; Volatility of 94%; and a Dividend 

yield of 0%. 

 

 On February 15, 2016, the Company granted 120,000 stock options to an employee.  The options vest 

accordingly: 80,000 after 6 months, and 40,000 after 1 year.  The options are exercisable at CDN$0.51 and expire 

February 15, 2021.  The options had a grant date fair value of $31,489 (CDN$43,622) determined using the 

Black-Scholes Option Pricing Model with the following assumptions: Risk free rate of 0.92%; Expected life of 

5.00 years; Volatility of 94%; and a Dividend yield of 0%. 

 

 On December 9, 2016, the Company granted 1,830,000 stock options to employees.  The options vested 

immediately.  The options are exercisable at CDN$0.20 and expire December 9, 2021.  The options had a grant 

date fair value of $197,874 (CDN$260,531) determined using the Black-Scholes Option Pricing Model with the 

following assumptions: Risk free rate of 1.08%; Expected life of 5.00 years; Volatility of 93%; and a Dividend 

yield of 0%. 

 

 On December 30, 2016, the Company granted 1,830,000 stock options to employees.  The options vested 

immediately.  The options are exercisable at CDN$0.18 and expire December 30, 2021.  The options had a grant 

date fair value of $54,561 (CDN$73,250) determined using the Black-Scholes Option Pricing Model with the 

following assumptions: Risk free rate of 1.11%; Expected life of 5.00 years; Volatility of 94%; and a Dividend 

yield of 0%. 

 

 In January 2017, an option holder exercised 130,000 options for proceeds of $39,610 (CDN$52,000). 
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9. Share Capital (continued) 

Stock Options (continued) 

The changes in options during the three months ended March 31, 2017 and the year ended December 31, 2016 

are as follows:  

 March 31, 2017 December 31, 2016 

 

Number of 

options 

Weighted 

average 

exercise 

price 

Number of 

options 

Weighted 

average 

exercise 

price 

Options outstanding, beginning   7,421,500 CDN $ 0.46  5,275,000 CDN $ 0.65 

Options granted   - -  4,605,000 CDN $ 0.24 

Options exercised     (130,000) CDN $ 0.40   (38,500) CDN $ 0.46 

Options expired  - - 

  

(2,330,000) CDN $ 0.90 

Options outstanding, ending   7,291,500 CDN $ 0.46  7,511,500 CDN $ 0.46 

Options exercisable, ending   6,458,167 CDN $ 0.45 6,070,000 CDN $ 0.45 

 

Details of options outstanding as of March 31, 2017 are as follows: 

Exercise Price Expiration Date 

Number of Options 

Outstanding 

 CDN$ 0.51 April 17, 2017 120,000 

 CDN$ 1.11 September 4, 2017 200,000 

 CDN$ 0.80 December 20, 2017 295,000 

 CDN$ 0.57 December 20, 2017 80,000 

 CDN$ 0.80 January 4, 2018 20,000 

 CDN$ 0.71 April 5, 2018 40,000 

 CDN$ 0.83 June 3, 2018 25,000 

 CDN$ 0.58 July 31, 2018 100,000 

 CDN$ 1.08 January 10, 2019 315,000 

 CDN$ 0.75 December 17, 2019 405,000 

 CDN$ 0.65 December 20, 2019 80,000 

 CDN$ 0.58 April 30, 2020 1,236,500 

 CDN$ 0.54 June 15, 2020 15,000 

 CDN$ 0.40 January 13, 2021 1,820,000 

 CDN$ 0.51 February 15, 2021 120,000 

 CDN$ 0.20 December 9, 2021 1,830,000 

 CDN$ 0.18 December 30, 2021 680,000 

   7,291,500 

 

Each option entitles the holder to purchase one common share of the Company. 
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9. Share Capital (continued) 

 Warrants 

 The changes in warrants during the three months ended March 31, 2017 year ended December 31, 2016 are as 

follows: 

 March 31, 2017 December 31, 2016 

 

Number of 

Warrants 

Weighted 

Average 

Exercise Price 

Number of 

Warrants 

Weighted 

Average 

Exercise 

Price 

Warrants outstanding, beginning 26,679,670 CDN $ 0.72 18,708,432 CDN $ 0.72 

Warrants issued 3,112,300 CDN $ 0.28 8,446,105 CDN $ 0.44 

Warrants expired   - -   (474,867) CDN $ 0.96 

Warrants outstanding, ending 29,791,970 CDN $ 0.59 26,679,670 CDN $ 0.63 

 

The weighted average remaining life of the warrants outstanding as at March 31, 2017 is 1.66 years. 

Details of warrants outstanding as March 31, 2017 are as follows: 

 

 

 

Exercise Price 

 

 

Expiration Date 

Number of Warrants 

Outstanding and 

Exercisable 

 CDN$ 0.90 July 20, 2017 3,840,700 

 CDN$ 0.70 January 21, 2018 1,356,312 

 CDN$ 0.95 April 14, 2018 1,209,080 

 CDN$ 0.95 April 27, 2018 421,500 

 CDN$ 0.74 July 23, 2018 1,070,000 

 CDN$ 0.74 July 31, 2018 825,500 

 US$ 0.62 August 20, 2018 6,038,240 

 CDN$ 0.74 November 30, 2018 1,764,444 

 CDN$ 0.74 December 18, 2018 1,707,789 

 CDN$ 0.55 February 2, 2019 273,058 

 CDN$ 0.55 March 17, 2019 2,267,947 

 CDN$ 0.55 June 28, 2019 1,070,000 

 CDN$ 0.55 July 28, 2019 1,070,000 

 CDN$ 0.43 September 16, 2019 695,500 

 CDN$ 0.30 November 2, 2019 1,070,000 

 CDN$ 0.30 November 22, 2019 429,600 

 CDN$ 0.25 December 5, 2019 1,070,000 

 CDN$ 0.25 December 14, 2019 500,000 

 CDN$ 0.25 January 9, 2020 1,453,800 

 CDN$ 0.40 February 3, 2020 695,500 

 CDN$ 0.25 March 17, 2020 963,000 

   29,791,970 
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9. Share Capital (continued) 

 

In July 2016, the Company issued 400,000 shares for services at a value of CDN$0.44 per share for a total cost of 

$135,312 (CDN$176,000). 

 

10. Reserves 

Share-Based Payment Reserve 

The share-based payment reserve records the fair value of options and warrants recorded in accordance with 

IFRS 2 “Share-based payments” until such time that the stock options or warrants are exercised, at which time 

the corresponding amount will be transferred to share capital. 

 

11. Financial Instrument Fair Values 

The fair value of the Company’s financial assets and liabilities approximates the carrying amount. 

Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy 

according to the relative reliability of the inputs used to estimate the fair values. The three levels of the fair value 

hierarchy are: 

 Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 

 Level 2 – Inputs other than quoted prices that are observable for the asset or liability either directly or 

indirectly; and 

 Level 3 – Inputs that are not based on observable market data. 

Financial liabilities measured at fair value at March 31, 2017 and December 31, 2016 consisted of the derivative 

financial liability, which is measured using level 3 inputs. 

 

The fair value of the derivative liability is determined by the Black-Scholes option pricing model using the 

historical volatility as an estimate of future volatility.  At March 31, 2017 if the volatility used was increased by 

10% the impact would be an increase to the derivative liability of $115,773, with a corresponding decrease to 

comprehensive loss. 

 

12. Related Party Transactions and Balances 

 Related Party Balances 

 As of March 31, 2017 and December 31, 2016 $263,294 and $318,685, respectively, owed to directors, officers, 

and companies controlled by directors that has been included in trade payables and accrued liabilities. 
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12. Related Party Transactions and Balances (continued) 

 Key Management Personnel Compensation 

 

 March 31, 2017 March 31, 2016 

Administrative fees $       15,000 $       15,000 

Consulting       12,000       - 

Wages and benefits 129,500 104,698 

 $    156,500 $    119,698 

 

13. Financial Risk and Capital Management 

The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board of 

Directors approves and monitors the risk management processes, inclusive of documented investment policies, 

counterparty limits, and controlling and reporting structures. The type of risk exposure and the way in which such 

exposure is managed is provided as follows:  

Credit Risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the 

other party to incur a financial loss.  The Company’s primary exposure to credit risk is on its cash, and cash 

equivalents. The majority of cash is deposited in bank accounts held with major banks in Canada and the United 

States.  As most of the Company’s cash is held by two banks there is a concentration of credit risk.  This risk is 

managed by using major banks that are high credit quality financial institutions as determined by rating agencies.  

The Company’s secondary exposure to risk is on its receivables.  The risk is considered to be minimal. 

Liquidity Risk  

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The 

Company has a planning and budgeting process in place to help determine the funds required to support the 

Company’s normal operating requirements on an ongoing basis. The Company ensures that there are sufficient 

funds to meet its short-term business requirements, taking into account its anticipated cash flows from operations 

and its holdings of cash and cash equivalents. 

Historically, the Company's sole source of funding has been the issuance of equity securities for cash, primarily 

through private placements. The Company’s access to financing is always uncertain. There can be no assurance 

of continued access to significant equity funding. 

The following is an analysis of the contractual maturities of the Company’s non-derivative financial liabilities as 

at March 31, 2017: 

 

 

Within One 

Year 

Between One 

and Five 

Years 

More Than 

Five Years 

Trade Payables and Accrued Liabilities  $ 1,233,339  $ -  $ - 

 

Foreign Exchange Risk  

Foreign exchange risk is the risk that the fair values of future cash flows of a financial instrument will fluctuate 

because they are denominated in currencies that differ from the respective functional currency. The Company 

does not hedge its exposure to fluctuations in foreign exchange rates. 
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13. Financial Risk and Capital Management (continued) 

Foreign Exchange Risk (continued) 

The following is an analysis of the United States dollar equivalent of financial assets and liabilities that are 

denominated in Canadian dollars: 

 March 31, 

2017 

December 31, 

2016 

Cash and cash equivalents $         40,763  $        21,933 

Trade payables and accrued liabilities (126,912)       (140,756) 

Net $         (86,149) $   (118,823) 

 

Based on the above net exposures, a 1% change in the Canadian dollar to United States dollar exchange rate 

would impact the Company’s net loss by $862 and $1,188 at March 31, 2017 and December 31, 2016, 

respectively. 

Interest Rate Risk 

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because 

of changes in market interest rates.  The Company is exposed to interest rate risk on its cash equivalents as these 

instruments have original maturities of three months or less and are therefore exposed to interest rate fluctuations 

on renewal.  A 1% change in market interest rates would have an impact on the Company’s net loss of 

approximately $1,000. 
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14. Commitments 

Employment Agreement 

The Company has an agreement (the “Employment Agreement”) dated October 1, 2007, and amended July 31, 

2008, with an officer of the Company under which the Company pays a fee for employee services at a base salary 

of $220,000 per annum. On April 30, 2010, the Board of Directors passed a resolution to increase this to 

$250,000 per annum and on May 13, 2011 passed a resolution to increase this to $275,000 per annum. The 

employee is entitled to receive options under the terms and conditions of the Company’s stock option plan.  The 

employee will serve as the President and Chief Executive Officer of the Company.  On April 5, 2012, the 

employment agreement was extended for an additional two years under the same terms.  On April 5, 2014, the 

employment agreement was extended for an additional three years under the same terms. 

Pursuant to the Employment Agreement, the Company has committed to granting 500,000 stock options based on 

the Company achieving certain consolidated net revenue targets.  The exercise price and term of the options will 

be set at time the targets are met.   

The employee has the right, upon 30-days notice, to terminate the Employment Agreement.  The Company may 

terminate the Employment Agreement on 10-days notice if for cause or on 60 days notice if without cause.  

Should the Company terminate the contract without cause, it is obligated to pay the employee an amount equal to 

three month’s base salary.  

License Agreement 

In 2004, the Company entered into a License Agreement with a university under which the university is entitled 

to receive: (i) 2% of the Company’s adjusted gross sales as defined in the License Agreement, and (ii) 2% of the 

adjusted gross sales of any sub licensee as defined in the License Agreement. The License Agreement gives the 

Company an exclusive license to a certain United States patent and the related technology for low temperature 

growth of inorganic materials from solution using catalyzed growth and re-growth.   

Research and Development Facility Lease  

On June 1, 2013, the Company entered into a new two-year lease for its research and development facility in 

Rochester, New York.  The Company will pay a base rent of $103,596 per year in monthly installments of 

$8,633.  The lease was set to expire on June 30, 2015.  On June 26, 2015, the Company extended the lease from 

July 1, 2015 to June 30, 2017 at a base rent of $105,212 per year in monthly installments of $8,768. 

Administrative Office Lease 

On August 1, 2013, the Company entered into a new three-year lease agreement for its administrative office. The 

Company will pay a base rent of $22,000 per year in monthly installments of $1,833. After year one the annual 

rent will increase 3% for each year of the lease, the lease expired on July 31, 2016.  

Patent License Agreement 

On December 9, 2011, the Company entered into a Patent License Agreement to use certain licensed patents.   

The Company is required to pay an annual fee of $25,000 for as long as the Company uses the patents. 
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14. Subsequent Events 

 In April 2017, the Company completed a non-brokered private placement and issued 1,030,000 units at a price of 

CDN$0.19 per unit for gross proceeds of $146,186 (CDN$195,700).  Each unit comprised one common share 

and one purchase warrant, with each warrant exercisable at a price of CDN$0.25 per share for a period of three 

years from the date of closing. The Company also issued 72,100 finders warrants with an exercise price of 

CDN$0.25. 

  

 In May 2017, the Company completed a non-brokered private placement and issued 500,000 units at a price of 

CDN$0.21 per unit for gross proceeds of $76,603 (CDN$105,000).  Each unit comprised one common share and 

one purchase warrant, with each warrant exercisable at a price of CDN$0.27 per share for a period of three years 

from the date of closing.  The Company also issued 35,000 finders warrants with an exercise price of CDN$0.27. 


