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INDEPENDENT AUDITORS' REPORT
To the Shareholders of
Pool Safe Inc.:
Opinion
We have audited the consolidated financial statements of Pool Safe Inc. and its subsidiary (the "Company"), which comprise the
consolidated statements of financial position as at December 31, 2018 and 2017, and the consolidated statements of operations and
comprehensive loss, changes in shareholders' equity and cash flows for the years then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.
In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the consolidated financial
position of the Company as at December 31, 2018 and 2017, and its consolidated financial performance and its consolidated cash flows
for the years then ended in accordance with International Financial Reporting Standards (IFRSs).
Basis for Opinion
We conducted our audits in accordance with Canadian generally accepted auditing standards. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the consolidated Financial Statements section of our
report. We are independent of the Company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.
Material Uncertainty Related to Going Concern
We draw attention to Note 2 in the consolidated financial statements, which indicates that as of December 31, 2018 and 2017 the
Company has incurred losses resulting in an accumulated deficit of $3,192,164. As stated in Note 2, these events or conditions, along
with other matters as set forth in Note 2, indicate that a material uncertainty exists that may cast significant doubt on the Company’s
ability to continue as a going concern. Our opinion is not modified in respect of this matter.
Responsibilities of Management and Those Charged with Governance for the consolidated Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRSs, and for such
internal control as management determines is necessary to enable the preparation of consolidated financial statements that are free from
material misstatement, whether due to fraud or error.
In preparing the consolidated financial statements, management is responsible for assessing the Company's ability to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so.
Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for the Audit of the consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements. As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:
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Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions,misrepresentations, or the override of internal control.



Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal
control.



Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by management.



Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor’s report. However, future events or conditions may cause the Company to cease to continue as a going
concern.



Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
The engagement partner on the audit resulting in this independent auditors' report is Kevin Ramsay.

Markham, Ontario
April 25, 2019

Chartered Professional Accountants
Licensed Public Accountants
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Pool Safe Inc.
Consolidated Statements of Financial Position
(Expressed in Canadian Dollars)
AS AT

Note

December 31,
2018

ASSETS
Current
Cash and cash equivalents
Receivables
Prepaids
Inventory

6
7
8

146,838
40,529
89,146
138,080
414,593

Deposit on lease
Patent design and costs
Equipment
Revenue share assets

7
10
9
11

44,754
222,994
166,367
128,606

$

TOTAL ASSETS

December 31,
2017

68,003
62,517
1,060
107,981
239,561

$

149,928
179,788
71,771

$

977,314

$

641,048

$

154,115
10,797
30,636
195,548
36,074
377,050
608,672

$

200,086
31,857
231,943
231,943

LIABILITIES AND EQUITY
Current
Trade payables and other liabilities
Deferred revenue
Obligations under capital lease
Current portion of long-term debt
Total current liabilities
Obligations under capital lease
Convertible debenture
Total liabilities

12
13
14
16
14
15

Going concern
Commitments and contingencies

2(a)
19

Shareholders' Equity
Share capital
Warrants
Equity component of convertible debentures
Reserves
Accumulated deficit
Total equity

2,310,674
93,917
200,142
(2,195,628)
409,105

3,074,649
147,751
30,300
308,106
(3,192,164)
368,642

TOTAL LIABILITIES AND EQUITY

$

977,314

$

These financial statements are approved on behalf of the Board of Directors:
(Signed) "David Berger"
Director
(Signed) "Steven Glaser"
Director

The accompanying notes are an integral part of these consolidated financial statements
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641,048

Pool Safe Inc.
Consolidated Statements of Operations and Comprehensive Loss
(Expressed in Canadian Dollars)
Year Ended
December 31,
2018
$

2017
$

Revenue
Cost of Sales

372,660
285,511

445,085
354,882

Gross Profit

87,149

90,203

456,136
107,964
105,590
289,000
8,903
40,341
2,117
6,225
(4,336)
71,745

607,969
199,777
459,885
34,469
28,543
37,443
2,652
(1,173)
(17,018)
9,924

Expenses
Selling, general and administrative
Stock-based compensation
Public listing expenses
Professional fees
Litigation settlement
Investor relations and regulatory
Advertising and promotion
Depreciation
Foreign exchange loss (gain)
Gain on debt repayment
Interest and accretion expense

1,083,685
Net loss and comprehensive loss
Weighted average shares outstanding, basic
Basic loss per share

(996,536)

(1,272,268)

57,030,627
(0.02)

50,006,376
(0.03)

The accompanying notes are an integral part of these consolidated financial statements
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1,362,471

Pool Safe Inc.
Consolidated Statements of Changes in Shareholders' Equity
(Expressed in Canadian Dollars)

Balance at December 31, 2016
Units issued via private placement
Shares issued to acquire public listing
Shares issued to repay debt
Stock-based compensation
Net loss
Balance at December 31, 2017
Units issued via private placement
Units issued via private placement
Shares issued to settle litigation
Shares issued to repay debt
Convertible debenture issuance
Stock-based compensation
Net loss
Balance at December 31, 2018

Number
of shares
39,765,908
11,052,040
1,786,923
1,704,892
54,309,763
5,643,020
1,725,000
3,400,000
173,456
65,251,239

Share
capital
$ 980,470
969,785
184,443
175,976
2,310,674
352,084
108,147
289,000
14,744
$ 3,074,649

Warrants
$
93,917
93,917
21,412
7,612
24,810
$ 147,751

Equity
portion of
convertible
debenture
$
30,300
$ 30,300

Sharebased
payments
reserve
$

200,142
200,142
107,964
$ 308,106

Accumulated
deficit
$ (923,360)
(1,272,268)
(2,195,628)
(996,536)
$ (3,192,164)

The accompanying notes are an integral part of these consolidated financial statements
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Total
57,110
1,063,702
184,443
175,976
200,142
(1,272,268)
409,105
373,496
115,759
289,000
14,744
55,110
107,964
((996,536)
$ 368,642
$

Pool Safe Inc.
Consolidated Statement of Cash Flows
(Expressed in Canadian Dollars)
Year ended December 31,
2018
2017
Operating activities
Net loss
Items not affecting cash:
Disposal of revenue share assets
Stock-based compensation
Litigation settlement for shares
Accretion of convertible debentures
Gain on debt repayment for shares
Cost of public listing
Depreciation

$ (996,536)

$ (1,272,268)

35,633
107,964
289,000
30,195
(4,336)
53,443
(484,637)

40,562
199,777
(17,018)
459,885
60,469
(528,593)

Net changes in non-cash working capital:
Decrease (increase) in receivables
Increase in prepaids
Increase in inventory
Decrease in trade payables and other liabilities
Increase in customer deposits
Increase in obligation under capital lease
Cash flows used in operating activities

21,988
(88,087)
(30,099)
(26,891)
10,797
30,636
(566,293)

(35,908)
(97,048)
(129,676)
-

Investing activities
Deposit on lease
Revenue share assets
Purchase of equipment
Purchase of patent and design costs, net of tax credits
Cash flows used in investing activities

(75,390)
(120,475)
(85,080)
(280,945)

(19,149)
(19,149)

(31,857)
78,000
(11,290)
489,255
401,965
926,073
78,835
68,003
146,838

(196,076)
1,063,702
867,626
57,252
10,751
$
68,003

Financing activities
Repayment of bank loan
Proceeds from capital lease financing
Repayment of capital lease
Issuance of capital stock for cash
Proceeds from debenture issue
Cash flows provided by (used in) financing activities
Net change in cash
Cash - beginning of year
Cash - end of year

$

Non-cash investing and financing activities:
Shares issued for debt
Shares issued for public listing cost
Shares issued for litigation settlement
Cash paid for:
Interest

(791,225)

14,744
289,000

175,796
184,443
-

44,787

9,924

The accompanying notes are an integral part of these consolidated financial statements
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Pool Safe Inc.
Notes to Consolidated Financial Statements
Years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)

1.

Nature of business

Pool Safe Inc. ("Pool Safe" or the "Company"), was incorporated under the Business Corporations Act (Ontario) on October
27, 2011. The Company manufactures and sells a product known as the “PoolSafe”, which functions as a multi-purpose
safe, contains a solar-powered charger for USB compatible devices including phones, cameras and tablets as well as a
server call-button and a beverage cooler and holders. Pool Safe's head office located at 401 Magnetic Drive, Unit 14,
Toronto, Ontario, M3J 3H9.

2.

Basis of presentation

(a) Going concern
These financial statements have been prepared with the assumption that the Company will be able to realize its assets
and discharge its liabilities in the normal course of business rather than through a process of forced liquidation. The
Company's ability to continue in the normal course of operations is dependent on its ability to raise equity or debt financing
or through the sale of its products at a profit. Since inception the Company has incurred losses which as of December 31,
2018 totaled $3,192,164. In addition, the Company had working capital in the amount of $219,045 at December 31, 2018.
There are no assurances that the Company will be successful in achieving these goals. These circumstances cast
significant doubt on the Company’s ability to continue as going concern and ultimately on the appropriateness of the use
of the accounting principles applicable to a going concern. The financial statements do not include adjustments to amounts
and classifications of assets and liabilities that might be necessary should the Company be unable to continue operations.
These adjustments could be material.
(b) Statement of compliance
These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs) as issued by the International Accounting Standards Board with an effective date of December 31,
2018.
These consolidated financial statements were approved by the Board of Directors on April 25, 2019.
(c) Basis of consolidation
These consolidated financial statements include the accounts of the Company as well as its 100% owned subsidiary
1974134 Ontario Inc
(d) Basis of measurement
Apart from certain assets and liabilities measured at fair value as required under certain IFRS's, the financial statements
have been presented and prepared on the basis of historical cost.
(e) Functional and presentation currency
These financial statements are presented in Canadian dollars, which is the functional currency of the Company.
(f) Estimates and critical judgments by management
The preparation of these financial statements in conformity with International Financial Reporting Standards requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the current period. These estimates are reviewed periodically and adjustments are made to income as
appropriate in the year they become known. Items for which actual results may differ materially from these estimates are
described in the following section.
(i)

Useful lives of equipment, patent and design costs, and revenue share assets (collectively “Equipment”)
Depreciation of equipment is dependent upon estimates of useful lives, which are determined through the
exercise of judgment. The assessment of any impairment of these assets is dependent upon estimates of
recoverable amounts that take into account factors such as economic and market conditions and the useful lives
of the equipment.

(ii)

Income taxes
Income taxes and tax exposures recognized in the financial statements reflect management's best estimate of
the outcome based on facts known at the reporting date. When the Company anticipates a future income tax
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Pool Safe Inc.
Notes to Consolidated Financial Statements
Years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
payment based on its estimates, it recognizes a liability. The difference between the expected amount and the
final tax outcome has an impact on current and deferred taxes when the Company becomes aware of this
difference.
In addition, when the Company incurs losses that cannot be associated with current or past profits, it assesses
the probability of taxable profits being available in the future based on its budgeted forecasts. These forecasts
are adjusted to take account of certain non-taxable income and expenses and specific rules on the use of unused
credits and tax losses. When the forecasts indicate the sufficient future taxable income will be available to deduct
the temporary differences, a deferred tax asset is recognized for all deductible temporary differences.

3. Significant accounting policies
The principal accounting policies applied to the preparation of these consolidated financial statements are set out below:
(a)

Financial instruments

The Company adopted IFRS 9 as of January 1, 2018.
Financial assets
Financial assets are classified as either financial assets at fair value through profit or loss (“FVTPL”), fair value through other
comprehensive income (“FVTOCI”) or amortized cost. The Company determines the classification of financial assets at
initial recognition.
Financial assets at Fair-value through profit or loss
Financial instruments classified as fair value through profit and loss are reported at fair value at each reporting date, and
any change in fair value is recognized in the statement of operations in the period during which the change occurs.
Realized and unrealized gains or losses from assets held at FVPTL are included in losses in the period in which they
arise.
Financial assets at Fair-value through other comprehensive income
Financial assets carried at FVTOCI are initially recorded at fair value plus transaction costs with all subsequent changes
in fair value recognized in other comprehensive income (loss). For investments in equity instruments that are not held for
trading, the Company can make an irrevocable election (on an instrument-by-instrument bases) at initial recognition to
classify them as FVTOCI. On the disposal of the investment, the cumulative change in fair value remains in other
comprehensive income (loss) and is not recycled to profit or loss.
Financial assets at amortized cost
Financial assets are classified at amortized cost if the objective of the business model is to hold the financial asset for the
collection of contractual cash flows, and the asset’s contractual cash flows are comprised solely of payments of principal
and interest. The Company’s accounts receivable are recorded at amortized cost as they meet the required criteria. A
provision is recorded based on the expected credit losses for the financial asset and reflects changes in the expected
credit losses at each reporting period
Financial liabilities
Financial liabilities are initially recorded at fair value and subsequently measured at amortized cost, unless they are required
to be measured at FVTPL (such as derivatives) or the Company has elected to measure at FVTPL. The Company’s financial
liabilities include trade and other payables which are classified at amortized cost.
The Company has completed a detailed assessment of its financial instruments as at January 1, 2018. The following table
shows the original classification under IAS 39 and the new classification under IFRS 9.
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Pool Safe Inc.
Notes to Consolidated Financial Statements
Years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
IAS 39
FVTPL
Loans and receivable
Amortized cost
Other financial liabilities

Cash and cash equivalents
Accounts receivable
Trade and other payables
Loans and debentures

IFRS 9
FVTPL
Amortized cost
Amortized cost
Amortized cost

The adoption of this standard did not have a material impact on the Company’s consolidated financial statements but
resulted in certain additional disclosures. The carrying value and measurement of all financial instruments remains
unchanged as at January 1, 2018 as a result of the adoption of the new standard.
Impairment
IFRS 9 requires an ‘expected credit loss’ model to be applied which requires a loss allowance to be recognized based on
expected credit losses. This applies to financial assets measured at amortized cost. The expected credit loss model
requires an entity to account for expected credit losses and changes in those expected credit losses at each reporting
date to reflect changes in initial recognition.
(a)

Revenue Recognition

Revenue is measured at the fair value of the consideration received or receivable, net of estimated returns and discounts.
The Company considers the terms of the sales contracts as well as industry practices, taking into consideration the type of
customer, the nature of the transaction and the specific circumstances of each arrangement. The Company’s revenue is
comprised of sales of its PoolSafe product line units and revenue sharing from its PoolSafe product line installations at
various locations.
The Company recognizes revenues on product sales at the time the product is delivered. At the time of delivery, the
following criteria for revenue recognition exist: title has transferred to the customer according to the shipping terms, the
Company no longer retains managerial involvement with the product associated with ownership, the amount of revenue
and costs incurred with respect to the underlying transaction are measured reliably, and collection of the related receivable
is probable. Anticipated product returns are provided for at the time of sale.
The Company recognizes revenues on revenue sharing units as it is earned.
(b)

Trade receivables

Trade receivables are recognized initially at fair value less allowances made for doubtful receivables based on a review of
year-end trade receivables, and do not carry any interest. An allowance for doubtful accounts receivables is generally made
when there is objective evidence that the Company will not be able to collect the amounts due according to original payment
terms or when there are indications of collection issues related to specific customers. As at December 31, 2018 and
December 31, 2017 no provision for uncollectible accounts was recorded by the Company.
(c)

Inventory

The Company's inventory is recorded at the lower of cost or net realizable value, with cost being determined on a first- in,
first-out basis. Net realizable value is defined as the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs.
The value of obsolete or unmarketable inventory is based on the Company's assessment of market conditions for its
product determined by historical usage, estimated future demand and in some cases, the specific risk of loss on specifically
identified inventory.
(d)

Equipment

Equipment is stated at cost less accumulated depreciation. They are depreciated on the basis of their useful lives using
the following methods and rates:

9

Pool Safe Inc.
Notes to Consolidated Financial Statements
Years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
Method
Furniture and equipment
Computer equipment
Manufacturing equipment tooling and moulds
Leasehold improvements
Revenue share assets

Declining balance
Declining balance
Straight-line
Straight-line
Declining balance

Rate
20%
30%
15 years
5 years
20%

An asset's residual value, useful life and depreciation method are reviewed at each financial year end and adjusted if
appropriate. When parts of an item of equipment have different useful lives, they are accounted for as separate items
(major components).
(e)

Provisions

In accordance with IAS 37 Provisions, Contingent Liabilities and Contingent Assets, provision for risks and expenses are
recognized for probable outflows of resources that can be estimated and that result from present obligations resulting from
past events. In the case where a potential obligation resulting from past events exists, but where occurrence of the outflow
of resources is not probable or the estimate is not reliable, these contingent liabilities are disclosed in off-balance sheet
commitments and litigation. The provisions are measured based on management's best estimates of outcomes on the
basis of facts known at the reporting date.
(f)

Share capital

Share capital is presented at the value of the shares issued. Costs related to the issuance of shares are reported in equity,
net of tax, as deduction of the issuance proceeds.
(g)

Foreign exchange translation

The consolidated financial statements of the Company are presented in Canadian dollars, which is the functional currency.
Transactions in foreign currencies are recorded at the exchange rate prevailing at the date of the transaction. At each
reporting date, foreign currency denominated monetary assets and liabilities are translated at year-end exchange rates.
Exchange differences arising from the transactions are recorded in profit or loss for the period. Exchange differences
arising from operating transactions are recorded in operating profit for the period; exchange differences related to financing
transactions are recognized in finance income or in equity.
(h)

Research and development

Research costs are expensed as incurred. Patent and Design costs are expensed as incurred unless they can be
measured reliably, the product or process is technically and commercially feasible, future economic benefits are probable,
and the Company intends to and has sufficient resources to complete development and to use the asset.
Capitalized Patent and Design costs are amortized on a straight-line basis over 15 years. Management reviews
amortization periods and methods annually, with any changes accounted for prospectively.
(i)

Income taxes

The Company accounts for its income taxes using the deferred tax assets and liabilities method. Deferred income tax
assets and liabilities are determined based on the difference between the carrying amount and the tax basis of the assets
and liabilities. Any change in the net amount of deferred income tax assets and liabilities is included in profit or loss or
equity. Deferred income tax assets and liabilities are determined based on enacted or substantively enacted tax rates and
laws which are expected to apply to taxable profit for the years in which the assets and liabilities will be recovered or
settled. Deferred income tax assets are recognized when it is probable they will be realized. Deferred tax assets and
liabilities are not discounted.
(j)

Share-based compensation

The Company has a stock option plan as noted below. Where equity-settled share options are awarded to employees,
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Pool Safe Inc.
Notes to Consolidated Financial Statements
Years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
officers and directors, the fair value of the options at the date of grant is charged to the statement of operations over the
vesting period. Performance vesting conditions are taken into account by adjusting the number of equity instruments
expected to vest at each reporting date so that, ultimately, the cumulative amount recognized over the vesting period is
based on the number of options that eventually vest. Non-vesting conditions and market vesting conditions are factored
into the fair value of the options granted. As long as all other vesting conditions are satisfied, a charge is made irrespective
of whether these vesting conditions are satisfied. The cumulative expense is not adjusted for failure to achieve a market
vesting condition or where a non-vesting condition is not satisfied.
Where the terms and conditions of options are modified before they vest, the increase in the fair value of the options,
measured immediately before and after the modification, is also charged to the statement of operations over the remaining
vesting period.
Where equity instruments are granted to employees, they are recorded at the fair value of the equity instrument granted
at the grant date. The grant date fair value is recognized in comprehensive loss/income over the vesting period, described
as the period during which all vesting conditions are to be satisfied.
Where equity instruments are granted to non-employees, they are recorded at the fair value of the goods or services
received in the statement of operations. Options or warrants granted related to the issuance of shares are recorded as a
reduction of share capital. When the value of goods or services received in exchange for the share-based payment cannot
be reliably estimated, the fair value is measured by use of a valuation model.
All equity-settled share-based payments are reflected in contributed surplus, until exercised. Upon exercise, shares are
issued from treasury and the amount reflected in contributed surplus is credited to share capital, adjusted for any
consideration paid.
Where a grant of options is cancelled or settled during the vesting period, excluding forfeitures when vesting conditions
are not satisfied, the Company immediately accounts for the cancellation as an acceleration of vesting and recognizes the
amount that otherwise would have been recognized for services received over the remainder of the vesting period. Any
payment made to the employee on the cancellation is accounted for as the repurchase of an equity interest except to the
extent the payment exceeds the fair value of the equity instrument granted, measured at the repurchase date. Any such
excess is recognized as an expense.
(k)

Earnings per share

The Company presents basic and diluted earnings per share data for its common shares. Basic earnings per share is
calculated by dividing the profit or loss attributable to common shareholders of the Company by the weighted average
number of common shares outstanding during the period. Diluted earnings per share is determined by adjusting the profit
or loss attributable to common shareholders and the weighted average number of common shares outstanding, adjusted
for the effects of all potentially dilutive common shares, which comprise convertible loans payable, warrants and share
options.
4.

New and revised standards and interpretations issued but not yet effective

(a) IFRS 16 LEASES
IFRS 16 was issued in January 2016 and replaces the previous guidance on leases. This standard provides a single
recognition and measurement model to be applied to leases, with required recognition of assets and liabilities for most
leases. This standard is effective for annual periods beginning on or after January 1, 2019, with early adoption permitted
if the Company is also applying IFRS 15, Revenue from Contracts with Customers. The Company is currently evaluating
the impact of the adoption of this new standard on its financial statements.
(b) IFRIC 23 – Uncertainty Over Income Tax Treatments
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
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Pool Safe Inc.
Notes to Consolidated Financial Statements
Years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
periods beginning on or after January 1, 2019. Earlier adoption is permitted.
5.

Acquisition of Pounder Venture Capital Corp.

On April 19, 2017, the Company completed qualifying transaction (“QT”) with Pounder Venture Capital Corp. (“PVC”) as
announced November 29, 2016. The transaction was completed via the merger of a wholly-owned subsidiary of PVC
(“PVC Subco”) and the Company, which constituted a reverse takeover of PVC by the shareholders of the Company. The
resulting company will continue to operate as Pool Safe Inc. and trade publicly on the TSX Venture under the symbol
“POOL”.
The completion consisted of a combination of the two companies, with the Company being the continuing entity, and a
concurrent financing, as required by the TSX Venture Exchange.
The terms of the Transaction including the following:
i)
The Company assumed the outstanding liabilities of PVC which were estimated to be $257,994. The Company
issued 1,704,892 common shares to settle $192,994 of these assumed debts;
ii)
All stock options of PVC were converted to 129,942 stock options of the Company at a deemed cost of $365.
These stock options had an exercise price of $0.40 per share and an expiry date of April 18, 2018;
iii)
The Company issued 1,786,923 common shares for all common shares of PVC;
iv)
The Company incurred transaction costs of $17,083 related to this portion of the transaction.
The table below summarizes the fair value of the assets acquired and the liabilities assumed at the acquisition date, as well
as the consideration paid:
Consideration:
Common shares
Stock options
Total Consideration

$ 184,443
365
184,808

Liabilities Acquired:
Accounts Payable
Transaction costs
Total Liabilities Acquired

257,994
17,083
275,077

Expense of public listing

$ 459,885

In conjunction with the RTO transaction, on April 19, 2017, the Company issued 11,052,040 units for cash proceeds of
$1,251,250 (proceeds net of broker cash fees of $48,394, and legal and other costs of $139,154, were $1,063,702). Each
unit was comprised of one common share and one half of one common share purchase warrant. Each whole share warrant
can be converted into one common share at an exercise price of approximately $0.18 for a period until April 18, 2019. The
net proceeds were allocated as $969,785 to common shares and $93,917 to warrants, based on a Black-Scholes valuation
of the warrants
The Company's consolidated statements of comprehensive income include the result of operations for Pounder from the
date of acquisition.
6.

Receivables

Receivables are comprised of:
Dec. 31, 2018
$
23,395
17,134
$
40,529

Trade receivables
Taxes receivable

The following table shows the aging of the Company’s trade receivables:
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Dec. 31, 2017
$
23,352
39,165
$
62,517
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Dec. 31, 2018
$
23,395
23,395
-

1 to 60 days
61 days and older
Allowance for bad debts
Accounts receivable

$

23,395

Dec. 31, 2017
$
20,447
2,905
23,352
$

23,352

The Company considers all trade receivables to be collectable and has not made any allowance for doubtful accounts as at
December 31, 2018 nor December 31, 2017.
7.

Prepaids

Equipment lease deposits
Prepaids and deposits
Current portion
Deposit on lease
Total prepaids
8.

Dec. 31, 2018
$ 31,836
57,310
89,146
44,754
$ 133,900

Dec. 31, 2017
$
1,060
1,060
$ 1,060

Dec. 31, 2018
$ 138,080
$ 138,080

Dec. 31, 2017
$ 107,981
$ 107,981

Inventory

The following comprises inventory:

Raw materials
Finished goods

There was no write-down of inventory during the years ended December 31, 2018 nor December 31, 2017. During the year
ended December 31, 2018, $198,553 (December 31, 2017 - $$251,249) of inventory was expensed as cost of sales.
9.

Equipment

December 31, 2018
Cost
Furniture and equipment
Computer equipment
Manufacturing equipment tooling and moulds
Leasehold improvement
Equipment

Accumulated depreciation
Furniture and equipment
Computer equipment
Manufacturing equipment tooling and moulds
Leasehold improvement

Balance at
December 31, 2017
2017
$ 4,206
1,367
204,764
14,145
$ 224,482

Additions
$ $ -

As at
December 31, 2018
$ 4,206
1,367
204,764
14,145
$ 224,482

Balance at
December 31, 2017
$ 1,746
638
35,196
7,114
$ 44,694

Additions
$
492
219
11,304
1,406
$ 13,421

As at
December 31, 2018
$
2,238
857
46,500
8,520
$ 58,115

$

Net book value
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December 31, 2017
Cost
Furniture and equipment
Computer equipment
Manufacturing equipment tooling and moulds
Leasehold improvement
Equipment

Accumulated depreciation
Furniture and equipment
Computer equipment
Manufacturing equipment tooling and moulds
Leasehold improvement

Balance at
December 31, 2016
$
3,096
1,367
203,788
5,730
$ 213,981

Balance at
December 31, 2016
$
853
325
21,512
3,442
$ 26,132

Additions
$
893
313
13,683
3,671
$ 18,560

$ 187,847

Net book value

10.

Additions
$ 1,110
976
8,415
$ 10,501

As at
December 31, 2017
$
4,206
1,367
204,764
14,145
$ 224,482

As at
December 31, 2017
$
1,746
638
35,196
7,114
$ 44,694
$ 179,788

Patent and design costs

Cost
Accumulated amortization
Carrying value

Balance at
December 31, 2017
$ 180,203
(30,275)
$ 149,928

Additions, net
$ 85,080
(12,014)
$ 73,066

As at
December 31, 2018
$ 265,283
(42,289)
$ 222,994

Cost
Accumulated amortization
Carrying value

Balance at
Dec. 31, 2016
$ 180,203
(18,261)
$ 161,942

Additions, net
$
(12,014)
$ (12,014)

As at
December 31, 2017
$ 180,203
(30,275)
$ 149,928

The Company commenced amortization on June 1, 2015.
11.

Revenue share assets

Cost
Accumulated amortization
Carrying value

Balance at
December 31, 2017
$ 102,856
(31,085)
$ 71,771

Disposals
$ (61,550)
25,918
$ (35,632)

Additions,
net
$ 120,475
(28,008)
$ 92,467

As at
December 31, 2018
$ 161,781
(31,752)
$ 128,606

Cost
Accumulated amortization
Carrying value

Balance at
Dec. 31, 2016
$ 156,958
(23,379)
$ 133,579

Disposals
$ (62,751)
22,189
$ (40,562)

Additions,
net
$ 8,649
(29,895)
$ (21,246)

As at
December 31, 2017
$ 102,856
(31,085)
$ 71,771
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12.

Trade payables and other liabilities
Trade payables and accrued liabilities are comprised as follows:
December 31, 2018
$ 51,220
102,895
$ 154,115

Trade payables
Accrued liabilities

December 31, 2017
$
182,336
17,750
$ 200,086

The following table shows the aging of the Corporation’s trade payables:
Current
>60 days

13.

December 31, 2018
$ 48,220
3,000
$ 51,220

December 31, 2017
$
85,897
96,439
$ 182,336

December 31, 2018
$ 10,797

December 31, 2017
$
-

Deferred revenue
Deferred revenue is comprised as follows:

14.

Obligation under capital lease

During the current year the Company entered into a capital lease agreement for the revenue share
equipment. The lease bear effective interest rates of 10.98% per annum and is repayable in 36 monthly
blended principal and interest payments of $2,553 per month. The lease obligation and interest has been
prepaid.
The future minimum payments under the lease are as follows:
2019
2020
2021

$ 30,636
30,636
15,318
76,590
9,880
66,710
30,636
$ 36,074

Less Amount representing interest
Balance December 31, 2018
Current portion
Long term portion

Total interest expense for the year related to the Company's obligations under capital lease was $4,028
(2017 - $nil).
15.

Convertible debenture
Convertible debenture financing
Less: Current portion of long-term debt

$ 377,050
$ 377,050

During 2018, the Company issued a $460,000 principal amount of unsecured convertible
debentures (the “Debentures”). The Debentures bear interest at a rate of 10% per annum,
calculated annually and matures on February 8, 2020 ($300,000), May 11, 2020 ($125,000)
and June 21, 2020 ($35,000).

15

Pool Safe Inc.
Notes to Consolidated Financial Statements
Years ended December 31, 2018 and 2017
(Expressed in Canadian Dollars)
For Debentures with a face value of $310,000, each $0.11 of the principal amount of the
Debentures is convertible into one Purchase Unit (“Unit”). Each Unit is exercisable to
purchase one Common Share and one-half Common Share warrant at a price of $0.11 per
Common Share for a period of two years following issuance. Each full warrant can be
exercised for one Common Share at a price of $0.15 for a period of two years following the
issuance of the Note. The securities issued in connection with the loan are subject to a
statutory four month hold period from the date of issuance. The Company issued 196,364
broker warrants in connection with these Debentures. Each broker warrant is exercisable
into one share and one-half common share purchase warrant at a price of $0.11. Each full
warrant can be exercised for one share at a price of $0.15. The broker warrants expire
February 8, 2020.
For the Debentures with a face value of $150,000, each $0.11 of the principal amount is
convertible into one share. This series of debentures were issued with 681,750 warrants.
Each of these warrants is exercisable into one Common Share at a price of $0.15 for two
years from the date of issuance of the debenture.
The warrants and brokers warrants issued with the debenture financing were valued at
$24,810 using a Black-Scholes valuation option model and are considered a cost of issuance.
The proceeds of the Financing will be used for general working capital purposes.
The debenture is classified as a liability, with the exception of the portion relating to the
conversion feature, resulting in the carrying value of the debenture being less than face value.
The equity portion of this debt was valued at $30,300 using the residual method of valuation.
The discount is being accreted over the term of the debenture utilizing the effective interest
rate method at a 22.2% discount rate. An amount of $30,195 was recorded as interest
accretion expense on the consolidated statements of loss and comprehensive loss for the
year.

Principal repayments required in the next two years are as follows:
2018
2019
2020

16.

$ 460,000
$ 460,000

Loans
The Company had a small business investment loan, bearing interest at the rate of prime
plus 3.0% per annum, repayable in monthly principal repayments of $4,673 plus interest,
secured by a general security agreement over all assets of the Company and a personal
guarantee from the majority shareholders, amounting to 25% of the original loan balance.
The loan was repaid in full on July 15, 2018.
Less: Current portion of long-term debt

The shareholder loan and accrued interest was repaid in 2017 from proceeds of the financing.
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17.

Share capital

(a)

Authorized
An unlimited number of common shares without par value.
An unlimited number of voting class "A" shares.

(b)

Issued common shares
Number
39,051,600
714,308
39,765,908
1,786,923
1,704,892
11,052,040
54,309,763
5,643,020
1,725,000
3,400,000
173,456
65,251,239

Balance at June 30, 2016
Issuance of shares for cash (i)
Balance at December 31, 2016
Issuance of shares for public company shell (ii)
Issuance of shares for debt (iii)
Issuance of units for cash (iv)
Balance at December 31, 2017
Issuance of units for cash (v)
Issuance of units for cash (v)
Issuance of shares for litigation settlement (vi)
Issuance of shares for debt (vii)
Balance at December 31, 2018
(i)
(ii)

(iii)

(iv)

(v)

Amount
930,470
50,000
980,470
184,443
175,976
969,785
2,310,674
352,084
108,147
289,000
14,744
$ 3,074,649
$

During July 2016, the Company issued 714,308 common shares for net proceeds of $50,000.
During April 2017, the Company issued 1,786,923 common shares in exchange for all the shares of Pounder Venture
Capital Corp., a publicly traded company (see Note 5). The share portion of units issued had a deemed value of
$0.1032 each for a deemed exchange value of $184,443.
During April 2017, the Company issued 1,704,892 common shares in exchange for $192,994 of assumed liabilities of
Pounder Venture Capital Corp., a publicly traded company (see Note 5). The Company recognized a gain on
settlement of $17,018 related to this settlement.
During April 2017, the Company issued 11,052,040 units for cash proceeds of $1,251,250 (proceeds net of broker
cash fees of $48,394, and legal and other costs of $139,154, were $1,063,702). Each unit was comprised of one
common share and one half of one common share purchase warrant. Each whole share warrant can be converted
into one common share at an exercise price of approximately $0.18 for a period until April 18, 2019. The net proceeds
were allocated as $969,785 to common shares and $93,917 to warrants (Note 17(c)), based on a Black-Scholes
valuation of the warrants.
In addition, 427,476 broker units were issued. Each broker unit is exercisable into a unit of the Company at
approximately $0.11 per broker unit. Each broker unit is comprised of one share and one-half share warrant. Each
whole share warrant can be converted into one common share at an exercise price of approximately $0.18 for a period
until April 18, 2019.
During September 2018, the Company issued 5,643,020 units for cash proceeds of $395,011 (proceeds net of broker
cash fees and legal and other costs, were $373,496). Each unit was comprised of one common share and one
common share purchase warrant. Each share warrant can be converted into one common share at an exercise price
of $0.12 until September 27, 2020, subject to certain acceleration rights in favour of the Company. The net proceeds
were allocated as $352,084 to common shares and $21,412 to warrants (Note 16(c)), based on a Black-Scholes
valuation of the warrants.
In addition, 81,143 finder warrants were issued and valued at $665. Each finder warrant is exercisable into a common
share of the Company at a price of $0.12 until September 27, 2020.
During November 2018, the Company issued 1,725,000 units for cash proceeds of $120,750 (proceeds net of broker
cash fees, legal and other costs, were $115,759). Each unit was comprised of one common share and one common
share purchase warrant. Each share warrant can be converted into one common share at an exercise price of $0.12
until November 26, 2020, subject to certain acceleration rights in favour of the Company. The net proceeds were
allocated as $108,147 to common shares and $7,612 to warrants (Note 15(c)), based on a Black-Scholes valuation of
the warrants.
In addition, 80,800 finder warrants were issued and valued at $597. Each finder warrant is exercisable into a common
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share of the Company at a price of $0.12 until November 26, 2020.
During September 2018, the Company issued 3,400,000 shares in settlement of litigation. The shares were valued at
$289,000 and were expensed in the September 2018 period.
(vii) During September 2018, the Company issued 173,455 to settle $19,080 of debt. The shares were valued at $14,744
and the difference was recognized as a gain on settlement of debt in the September 2018 period.
(vi)

(c)

Warrants
At December 31, 2018, the following warrants were outstanding:
Number of Warrants
Broker Units
427,476
196,364
81,143
80,800
Warrants
5,526,020
568,125
113,625
2,821,510
862,500

Exercise Price

Expiry Date

$0.11
$0.11
$0.12
$0.12

April 18, 2019
February 8, 2020
September 27, 2020
November 26, 2020

$0.18
$0.15
$0.15
$0.12
$0.12

April 18, 2019
May 11, 2020
June 21, 2020
September 27, 2020
November 26, 2020

Warrant transactions and the number of warrants outstanding are summarized as follows:
December 31, 2018
Balance, beginning of period
Issued
Exercised
Expired
Balance, end of period

5,953,496
4,724,067
—
—
10,677,563

$0.17
$0.13

$0.15

December 31, 2017
—
5,953,496
—
—
5,953,496

$0.17

$0.17

The Company determined that the fair value of the warrant liability at April 18, 2017 related to the 5,526,020 warrants,
using the Black-Scholes Options Pricing Mode, was $93,917 and for the warrants issued in the current year, including
those issued with the convertible debentures was $53,831. The Company determined the fair value of the warrants
using the Black-Scholes Options Pricing Model, using the following inputs; Dividend yield – Nil, interest rate of .62%,
volatility of 85% and an expected life of 2 years.
As related to debenture financings, the Company determined that the fair value of the broker warrant liability at
February 8, 2018 related to the 196,364 broker warrants, using the Black-Scholes Options Pricing Mode, was $6,214.
The Company determined that the fair value of the warrant liability at May 11, 2018 related to the 568,125 warrants,
using the Black-Scholes Options Pricing Mode, was $15,467. The Company determined that the fair value of the
warrant liability at June 21, 2018 related to the 113,625 warrants, using the Black-Scholes Options Pricing Model,
was $3,129. The Black-Scholes Options Pricing Model used the following inputs; Dividend yield – Nil, interest rate of
.62%, volatility of 85% and an expected life of 2 years.
As related to equity financings, the Company determined that the fair value of the warrant liability at September 27,
2018 related to the 2,821,510 warrants, using the Black-Scholes Options Pricing Mode, was $21,412. The Company
determined that the fair value of the finders warrant liability at September 27, 2018 related to the 81,143 finders
warrants, using the Black-Scholes Options Pricing Mode, was $665. The Company determined that the fair value of
the warrant liability at November 26, 2018 related to the 862,500 warrants, using the Black-Scholes Options Pricing
Model, was $6,350. The Company determined that the fair value of the finders warrant liability at November 18, 2018
related to the 80,800 finders warrants, using the Black-Scholes Options Pricing Mode, was $597. The Black-Scholes
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Options Pricing Model used the following inputs; Dividend yield – Nil, interest rate of .62%, volatility of 85% and an
expected life of 2 years.
In addition to the above the Company has reserved for issuance 5,590,909 common share for issuance should the
convertible debentures and attached warrants be exercised.
(d)

Stock options
On April 19, 2017, the Company approved the 10% rolling stock option plan (the “Plan”). Pursuant to the Plan, the
Company is entitled to grant options and reserve for issuance up to 10% of the shares issued and outstanding at the
time of grant. The terms and conditions of any options granted, including the number and type of options, the exercise
period, the exercise price and vesting provisions, are determined by the Compensation Committee which makes
recommendations to the board of directors for their approval. The maximum term of options granted cannot exceed
10 years.
The TSXV’s rules require the Plan to be approved annually by shareholders.
At December 31, 2018, the following stock options were outstanding:
Number of
Options

Exercise
Price

100,000
150,000
4,100,000
500,000
500,000

$0.11
$0.11
$0.11
$0.11
$0.11

Expiry Date
July 27, 2019
December 17, 2020
June 22, 2022
April 11, 2023
December 17, 2023

Stock option transactions and the number of stock options outstanding are summarized as follows:

Outstanding, beginning of year
Granted
Exercised
Cancelled/Expired
Outstanding, end of period
Exercisable, end of period

December 31, 2018
Weighted
Number of
Average
Options
Exercise
Price
4,429,942
$ 0.12
1,300,000
0.11
(379,942)
0.24
5,350,000
$ 0.11
3,204,167

$ 0.11

December 31, 2017
Weighted
Number of
Average
Options
Exercise
Price
4,429,942
$ 0.12
4,429,942
$ 0.12
1,646,609

$ 0.13

The aggregate intrinsic value for options vested and for total options as of December 31, 2018 is $nil (December 31,
2017- $nil). The weighted average contractual term of stock options outstanding and exercisable as at December
31, 2018 is 3.6 years (December 31, 2017 – 4.4 years).
The weighted average fair value of stock options granted, vested, and modified during the period was $0.08 (year
ended December 31, 2017 - $0.05).
The following assumptions were used for the Black-Scholes valuation of stock options granted during the periods:
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Risk-free interest rate
Expected life
Annualized volatility
Dividend rate
18.

December 31, 2018

Dec. 31, 2017

0.5%
2.0 to 4.0 years
85%
-

0.5%
0.8 to 4.0 years
85%
-

Related party transactions

The following is a summary of the Company's related party transactions during the year:

(a) Key management compensation
Key management personnel are persons responsible for planning, directing and controlling activities of an entity, and
include executive and non-executive directors. Compensation provided to key management is as follows:
December 31, 2018
Short-term employee benefits, including salaries and fees
Stock-based compensation
Sub-contractors

December 31, 2017

$ 250,000
90,917
$ 340,917

$

$

196,788
189,733
3,150
389,671

Loans of $140,000 and interest of $6,292 were repaid to related parties in 2017.
On November 26, 2018, the Company issued 1,725,000 units for gross proceeds of $120,750. Insiders purchased 1,525,000
of these units.
Of the total of $460,000 of convertible debentures issued in the year $150,000 was issued to executive officers and directors
of the Company.
19. Commitments and contingencies
(a)

The following is a summary of the Company's operating lease obligations due in future fiscal years:

2019
20.

$ 16,033
Income taxes

The reconciliation of the combined Canadian federal and provincial statutory income tax rate of 26.5% (2014 - 26.5%)
to the effective tax rate is as follows:

Net loss before income taxes
Combined statutory tax rate
Theoretical tax expense (recovery)
Non-deductible expenses
Listing expense
Share issue costs
Other adjustments
Changes in unrecognized deferred tax assets
Income tax recovery

Dec. 31, 2018
$ (996,536)
26.5%
(264,082)
118,208
13,788
132,086
$
-

Dec. 31, 2017
$ (1,272,268)
26.5%
(337,100)
64,500
117,250
9,925
145,425
$
-

Deferred taxes are provided as a result of temporary differences that arise due to the differences between the income tax
values and the carrying amount of assets and liabilities. Deferred tax assets have not been recognized in respect of the
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following deductible temporary differences because it is not probable that future taxable profit will be available against
which the Company can utilize the benefits there from.
Dec. 31, 2018

Dec. 31, 2017

$2,293,000

$1,713,000

Non-capital loss carry-forwards

For income tax purposes, the Company has losses carried forward from prior years which can be used to reduce future
years' taxable income. These losses expire as follows:
Non-capital losses
$
29,000
302,000
297,000
580,000
587,000
498,000

2032
2033
2034
2036
2037
2038
$

2,293,000
21.

Operating segment information
Management has determined that the Company’s operations have similar economic characteristics and are similar in the
nature of products and services, production processes, types and classes of customer, methods of distribution and
regulatory environment and as such have aggregated its operating units into a single reportable segment. The Company
undertakes its operations in the U.S. and has no significant assets located or revenues generated outside the U.S.
Therefore, no segment reporting is included in these financial statements.
22.

Earnings (loss) per share

Basic and diluted loss per share are calculated using the following numerators and denominators:
Numerators

December 31, 2018

Loss attributable to common shareholders
Loss used in the computation of basic and diluted earnings per share
Denominators
Weighted average number of common shares for
computation of basic and diluted loss per share

December 31, 2017

$ (994,013)
$ (994,013)

$ (1,272,268)
$ (1,272,268)

December 31, 2018

December 31, 2017

57,030,627

50,006,376

Denominators did not include balances for stock options or warrants as these items were anti-dilutive.
23.

Financial instruments

(a)

Financial risks

(i)
Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. The
Company's policy is to review liquidity resources and ensure that sufficient funds are available to meet financial obligations
as they become due. Further, the Company's management is responsible for ensuring funds exist and are readily
accessible to support business opportunities as they arise. The Company's funding is provided in the form of capital raised
through the issuance of shares and long-term debt.
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(ii) Credit risk
Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation. The company’s main credit risk relates to its accounts receivable. The accounts receivable are
due from various government bodies; therefore, the company does not anticipate any significant loss for non-collection.
(iii) Market risk
(1) Price risk
Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices (other than those arising from interest rate risk or currency risk), whether those changes are caused by
factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded
in the market. The company is not exposed to price risk
(2) Concentration risk
Concentration risk is the risk that any single investment or group thereof, has the potential to materially affect the operating
results of the Company. The Company is not exposed to this risk.
It is management's opinion that the Company is not subject to significant interest rate risk.
(b) Fair value hierarchy
Financial instruments recorded at fair value on the statement of financial position are classified using a fair value hierarchy
that reflects the significance of the inputs used in making the measurements. The fair value hierarchy has the following
levels:
Level 1 - valuation based on quoted prices (unadjusted) in active markets for identical assets and liabilities;
Level 2 - valuation techniques based on inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly; and
Level 3 - valuation techniques using the inputs for the asset or liability that are not based on observable market data
(unobservable inputs).
In these financial statements, classification of financial instruments measured at fair value is as follows:
Level 1 - cash;
Level 2 - none;
Level 3 - none.
During the year, there were no transfers of amounts between Level 1 and Level 2 and 3.
24.

Capital management

The Company considers its capital to be its equity, and debt as disclosed in Notes 15 and 17. The Company's objectives
when managing its capital are to maintain a sufficient capital base in order to meet its short-term obligations and at the
same time preserve investors' confidence required to sustain future investments.
The Company is not subject to any capital requirements imposed by a lending institution or regulatory body, other than that
of the TSXV which requires adequate working capital or financial resources of the greater of (i) $50,000 and (ii) an amount
required in order to maintain operations and cover general and administrative expenses for a period of 6 months. As of
December 31, 2018, management believes it is compliant with the policies of the TSXV.
25.

Subsequent event

Subsequent to year end, the Company completed a credit agreement with Intrexa Ltd. (the “Lender”) that enables Pool
Safe to establish secured revolving credit facilities of $1,000,000 (the “Facilities”) to be advanced in installments. The
Lender has also agreed to allow the Company to use the proceeds of the Facilities to recover the manufacturing, delivery
and installation costs the Company expended under prior and future Revenue Sharing Agreements. The Facilities are
due March 31, 2022, bear interest at a rate of 10% per annum, and are secured by first ranking security over the PoolSafe
units that the Company manufactures using the proceeds of the Facilities and the accounts receivable derived from such
PoolSafe units.
In connection with the Facilities, the Company may grant up to 3,500,000 bonus warrants (“Bonus Warrants”) to the Lender.
Each Bonus Warrant will be exercisable into one common share of the Company (a “Bonus Share”) at an exercise price
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equal to the market price of the Company’s common shares plus $0.01 (the “Exercise Price”), will have a term that expires
on maturity of the Facilities, and will be non-transferable. The number of Bonus Warrants issued to the Lender will be
determined by dividing the amount of any advance under the Facilities by the then-current Exercise Price of the Bonus
Warrants. Subsequent to year end the Company was advanced $159,500 under the facility and issued 2,278,571 bonus
warrants exercisable at $0.07 per share expiring March 31, 2022.
On April 18, 2019, 5,526,020 warrants and 427,476 broker units expired unexercised.
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