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Introduction
The following Management’s Discussion and Analysis (“MD&A”) is prepared as of September
30, 2017, and should be read together with the HTC Purenergy Inc. (“HTC”, “HTC
Purenergy” or the “Corporation”) condensed consolidated unaudited interim financial
statements for the nine-month period ending September 30, 2017 (the “Period”)
(“Consolidated Financial Statements”) and related notes attached thereto, which are
prepared in accordance with International Financial Reporting Standards (“IFRS”). All
amounts are stated in Canadian dollars unless otherwise indicated. The Corporation has
adopted National Instrument 51-102F1 as the guideline in representing the MD&A. Terms
used but not defined in this MD&A shall bear the meaning as set out in Part 1 of National
Instruments (“NI”) 51-102 and NI 14-101 Definitions and accounting terms that are not defined
herein shall bear the meaning as described or used in IFRS applicable to publicly accountable
enterprises.
This MD&A is dated November 29, 2017.

FORWARD-LOOKING STATEMENTS DISCLAIMER
Statements in this MD&A that are not historical facts are forward-looking statements involving
known and unknown risks and uncertainties that may cause the Corporation's actual results
or outcomes to be materially different from those anticipated and discussed herein. In
assessing forward-looking statements contained herein, readers are urged to read carefully
all cautionary statements contained in this MD&A and accompanying Consolidated Financial
Statements, and in those other filings with the Corporation’s Canadian regulatory authorities
as found at ‘www.SEDAR.com’ and to not put undue reliance on such forward-looking
statements. Although HTC’s management (“Management”) believes that the expectations
reflected in the forward-looking statements are reasonable, Management cannot guarantee
future results, levels of activity, performance or achievements, or other future events.
Management is under no duty to update any of its forward-looking statements after the date
of this MD&A, other than as required and governed by law.
Additional information related to the Corporation is available for view on SEDAR at
www.sedar.com.
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Corporate Overview
In 2017 HTC has refocused its efforts into
the Environmental Technologies Sector and
has recently divested its Industrial & Agricultural Divisions
HTC as a company, is engaged in environmental technologies through its HTC
Group of Advanced Environmental Technology Companies, namely:

Energizing CO2
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Message from the Chairman
HTC has chosen to refocus its business units in the Environmental Technologies Sector. The
acceptance of climate change and the social license that corporations are moving towards,
are upon us in force. Carbon footprint and the capture and management of CO 2 has become
effectively a currency of business, a vehicle for penalty and taxation, and a statement to
shareholders who expect environmental responsibility from the companies they invest in. We
note as well, that all segments of the energy sector must contribute and as such, the
management of CO2 from combustion-fired plants, can be used not only to reduce emissions,
but also to improve oil production, through the use of enhanced oil recovery (“EOR”)
techniques. HTC has focused its efforts in this area over the past few years, as EOR provides
an immediate economic benefit to an oil company, in addition to being able to meet its social
license responsibilities.
The natural gas industry has taken on a new challenge of gas cleanup of CO2, SO2 and other
contaminants, while ensuring that the solvents and the glycols that are used in the clean-up
process are recycled and reused, while at the same time providing a significant cost reduction
to the customer.
Our Delta Purification Division and our investment in Clear Glycol & Solvents Inc. are showing
promising results, as the energy industry and many larger Industrial companies have joined
the re3 revolution: reclaim, recycle, reuse.
The tertiary oil production business requires a significant amount of water for production of
steam and at the same time a significant capital cost to install traditional heavy oil production
technologies. The Assist “SCV” technology allows the use of brackish production water, that
normally would have to be disposed of or treated, to be used as steam for energy production.
The SCV technology also allows the heavy oil producer to bring existing non-producing wells
back online, with a minimal investment in capital costs.
“Reclaim, Recycle, Reuse” is more than a tag line for our company, WE ARE WORLD
LEADERS delivering technology in this solvent and glycol sector. Please read in more detail
below, the exciting environmental technologies our company is now making a reality.

Lionel Kambeitz
Chairman and CEO
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CO2 CAPTURE & GAS
PURIFICATION

Companies doing business in the energy industry are looking for cost-effective methods and
new energy technologies to produce their products, while at the same time being
environmentally sustainable and profitable. HTC’s CO2 Capture & Gas Purification
mandate is to develop and commercialize the technologies that satisfy these requirements
and to commercialize these product offers world-wide. HTC has developed cost-effective CO2
capture solutions for CO2 enhanced heavy oil production, coal and gas power generation and
the industrial food grade CO2 markets. HTC participates in this sector through its commercial
entity: HTC CO2 Systems Corp., within its proprietary LCDesign® and PDOengine
technologies.
HTC CO2 Systems Corp. (“HTC CO2 Systems”) has developed an improved proprietary
CO2 capture system that has been designed to significantly reduce the cost of CO 2 capture.
Brand named the HTC Low-Cost Design or LCDesign®, this system has been engineered
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to reduce capital and operating costs while at the same time delivering superior performance
by reducing energy usage, lowering emissions, and improving the quality of CO 2
product captured.
HTC CO2 Systems continues to focus its efforts on the sale of modular CO2 capture systems
using the LCDesign® and PDO Engine technologies, primarily focusing on servicing the
Heavy Oil Industry.

CO2 for Heavy Oil Production

Husky Pikes Peak CO2 Capture Facility

The LCDesign® unit can capture CO2 from coal-fired power plants and from the plentiful
supply of OTSG boilers (Once Through Steam Generators) used in SAGD (Steam Assisted
Gravity Drainage) and CSS (Cyclic Steam Stimulation) (CO2 – Huff and Puff market).
Previously, HTC announced that its LCDesign™ CO2 capture technology was selected to
be incorporated in a new CO2 capture unit to be built at Husky Energy’s Pikes Peak South
heavy oil facility, located in West Central Saskatchewan, Canada. In addition, HTC was
appointed the general contractor for the project. The unit was commissioned and the
commercial launch was completed last year. The plant is now operating in a steady state,
and Husky is testing various HTC recommended solvents to optimize the production
capacity.
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During the 2016 year, HTC completed the WTO patenting and
commercialization of the Delta Purification™ System, and now
has a commercial unit installed at the Husky Lashburn CO2
Capture plant.
A Delta Purification™ System reclaimer unit is like a kidney in
the human body, in that it removes the impurities that build up in
the liquid solvents and glycols used in most combustion gas and
natural gas clean-up systems, allowing cleaned up solvents and
glycols to be reused instead of having to buy more solvents and
disposing of the used solvents and glycols underground.
The HTC CO2 Systems proprietary Delta Purification™
System is unique in that it has been designed to remove the
impurities from mixed and formulated solvents and glycols,
resulting in a smaller environmental footprint and lower energy
costs in operation.

Delta Purification™ System in operation at the
Husky Lashburn CO2 Capture plant
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Going forward, HTC is excited about the opportunities in the Gas Processing Industry,
whereby the Delta Purification™ System can be utilized to clean up the solvent and glycols
used in over 800 natural gas processing plants and 6,800 natural gas compression and
pumping stations located in Western Canada. Pending changes in current legislation will
continue to open the market for solvent and glycol Reclaiming/Recycling vs the traditional
Disposal/Dump legacy methods. Delta Purification™ System advantages as compared
to existing technologies are:
•
•
•
•

Simple design with less capital and operating costs;
Less waste for disposal;
Higher recovery rates for solvents; and
Simple to operate and maintain.

HTC is currently bidding on a number of CO2 capture and glycol reclaiming projects worldwide.

HTC’s subsidiary Clear Glycol & Solvents Inc. (“ClearGSI”) is in the business of collection,
reprocessing and selling of reclaimed glycols and solvents. Glycol and solvent recycling have
been shown to substantially reduce operating costs in the gas processing, oil production and
mining industries, and can be utilized in a wide variety of other applications that use glycol
and solvents. Previously, these fluids were disposed of by injecting the contaminated fluid
down-hole. ClearGSI has developed a 9-step process to take the contaminated fluid and
regenerate it back into a usable like-new product, eliminating the waste disposal fee to the
customer, as well as not having to purchase new glycol. The added benefit of this process is
that it prevents millions of gallons of wasted glycols and solvents from being disposed
underground that could potentially harm our water aquifers. In addition, ClearGSI will be
using the Delta Reclaimer™ Technology as the primary method to reprocess glycols and
to expand its operations into reprocessing solvents.
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Market potential in Western Canada

ClearGSI’s wholly owned subsidiary dba Valhalla Filtration 2006 (“Valhalla”) is in the
business of filtering and purifying degraded glycols for reuse instead of disposal. The process
would typically be used by a gas processing plant to improve the quality and longevity of the
glycol, before it must be recycled or disposed. The net benefit to the customer is decreased
costs and reduced environmental foot print.
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HTC views the new ClearGSI entity and its operations, as an operating template for the
commercialization role out in other countries that are natural gas producers. With the existing
oil and gas sector looking to reduce operating costs, and the potential growth into other
sectors, such as pipeline compression, mining industrial cooling systems, the Delta
Reclaimer is well positioned to drive major growth areas for the Corporation.
During the past year, ClearGSI expanded and re-branded its operations to include two new
distributors in the Alberta market area, focussing on east central heavy oil operations. The
company also commenced operations in Saskatchewan. This initiative has led to the sale of
recycled and reclaimed glycol to the Southern Saskatchewan oil patch.
ClearGSI’s wholly owned subsidiary, Clear Glycol Inc. (“Clear”), has also been recently
qualified as a Saskatchewan approved “Glycol Recycling Centre”, which now allows Clear to
participate in the Government sponsored glycol recycling program. This program pays
“collectors” for collecting glycol from recycling depots and delivering this product to approved
Glycol Recycling Centres.
Clear and Valhalla are also working hard on expanding the glycol processing capacity at the
Stettler, Alberta, glycol processing plant. The new plant being designed will triple the capacity
of existing operations, as well as, give the plant the option to process solvents and glycol. In
addition, increased Government regulation, shareholder expectations, environmental and
social license pressures are reducing the amount of glycols and solvents presently being
disposed underground. This has resulted in strong market traction for the companies’
products and services.
ClearGSI’s plans for the 2017 year include expanding the existing plant operations in Alberta,
which will be accomplished through purchasing of additional equipment assets, expanding
current sales force and looking for future expansion locations and market acquisitions, for the
potential of growing organic and accretive earnings. HTC’s first three quarter financial results
reflect substantial increases of revenue over last years’ results, which is a direct result of last
year’s efforts.
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ASSIST Energy Solutions Corp. (“ASSIST”) is the newest addition to the HTC Group of
Advanced Environmental Technology Companies which was added in the first quarter of
the year.
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ASSIST has engineered and manufactured a portable process facility called the
Submerged Combustion Vaporizer (“SCV”) technology that can be used for enhanced
oil recovery primarily in non-thermal heavy oil Cold Heavy Oil with Sand (“CHOPS”) wells.
The SCV EOR process involves production and injection of a mixture of steam and
combustion gases (CO2 and Nitrogen), into a heavy oil reservoir for an injection period,
followed by a soaking period and a production period.
The SCV facility is unique, because it offers the advantage over the competition of being a
fully portable, above-ground, steam-gas generation system, as compared with downhole
systems, which have been demonstrated to often be problematical and expensive to
maintain.
The direct-contact SCV reservoir steam heating process also offers significant advantages
over existing technology due to its higher energy efficiency, by utilizing all hot combustion
gases for pressurization of reservoirs, and due to its unique ability to utilize raw untreated
produced water for steam generation.
Current Stage of Development
Over the past 5 years, over $5 MM has been invested by Thermal Recovery Technologies
Inc. in the SCV research and development (“R&D”) program, resulting in design and
manufacture of a 5 MM BTU/Hour, SCV Pilot System. R&D has now reached a point at which
the SCV process is ready for field operation to obtain data, experience and demonstrate the
product for commercialization.
ASSIST has recently obtained approval for setting up a test CHOPS well at an existing
production facility. In addition, ASSIST has obtained significant funding from Provincial and
Federal Governments to initiate the formal test program, and a significant investment by one
of the major oil companies to contribute funding to the project. Well preparation work is
expected to be completed by the fourth quarter of this year, with the testing to start in the first
quarter of 2018.
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ASSIST is owned 45% by HTC Purenergy and 55% by Thermal Recovery Technologies
Inc. – a company which was set up by the developers of the SCV technology.
HTC views the technology as a potential breakthrough in low cost EOR technologies, and
this could change how oil companies approach their existing CHOPS wells, SAGD
production and thin pay zone potential properties.
The Lloydminster oilfields of Alberta and Saskatchewan have over 10,000 suspended and
another 10,000 existing operating CHOPS wells that require an affordable EOR process, to
reactivate wells and recover more of the existing billions of barrels of stranded heavy oil
reserves. New cost effective EOR processes are required to increase the percentage of oil
recovered, improve production rates, and provide positive economic returns from these
thousands of operating and suspended heavy oil wells.

SELECTED ANNUAL INFORMATION
Year ending

Year ending***

Year ending

Dec 31, 2016

Dec 31, 2015

Dec 31, 2014

9,091,313

12,675,270

34,430,373

(4,785,732)

1,313,192

(313,523)

Income (Loss) from asset disposition,
valuation and impairment adjustments

8,453,798

(3,897,735)

(43,834)

Net Income (Loss)

3,773,662

(2,544,891)

(364,724)

Income (Loss), in total and on a pershare basis*

0.08

(0.07)

(0.01)

Income (Loss), in total and on a pershare basis diluted**

0.07

-

-

Earnings (Loss) per share from
continued operations – basic

0.06

(0.19)

-

Earnings (Loss) per share from
continued operations – fully diluted

0.05

-

-

Comprehensive Net Income (Loss)

4,001,407

(2,427,692)

(2,112,064)

Total Assets

29,839,303

31,516,385

29,192,713

Total Long-Term Financial Liabilities

1,674,048

1,303,866

1,191,617

(4,203,694)

5,722,422

(5,267,452)

NIL

NIL

NIL

In Canadian Dollars

Total Revenue
Income (Loss) from Operations

Increase (Decrease) in cash
Cash Dividends Declared per-share
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*Net

Income (Loss) per common share for the years has been calculated using the weighted average number
of common shares outstanding during the respective years.
**Net Income per common share on a fully diluted basis. (Loss) per common share is not presented, on a fully
diluted basis as the effect of common share options would be anti-dilutive.
***December 31, 2015 amounts have been restated to the current basis presentation arising from the disposition
of NuVision Industries Inc.

DISCUSSIONS OF HTC’s
QUARTER END FINANCIAL RESULTS
3 months
ending
Sept. 30,
2017
Unaudited

3 months
ending
Sept. 30,
2016
Unaudited

3 months
ending
Jun. 30,
2017
Unaudited

3 months
ending
Jun. 30,
2016
Unaudited

3 months
ending
Mar. 31,
2017
Unaudited

3 months
ending
Dec. 31,
2016
Unaudited

3 months
ending
Dec. 31,
2015
Unaudited

946,762

632,083

669,521

377,854

682,380

295,833

749,549

3,305,018

Net Income (Loss)
from Continuing
Operations

3,816,090

(370,361)

(317,804)

2,720,441

(476,425)

(888,652)

1,446,469

3,708,002

Net Income (Loss)

3,816,090

(280,879)

(338,849)

2,727,964

(476,425)

(98,322)

1,424,899

(7,729,470)

Total Assets

29,941,383

26,389,279

26,442,614

30,650,044

27,058,731

30,326,114

29,839,303

31,516,385

Long Term
Liabilities

3,646,284

2,137,137

2,150,530

1,599,991

2,335,639

1,476,112

3,259,598

1,487,293

Shareholder
Equity

21,814,227

22,237,702

22,509,161

20,625,689

22,823,893

19,768,825

23,437,513

19,436,014

Cash flow from
Operations

1,490,687

(1,316,377)

(1,034,961)

100,167

(1,040,577)

(2,512,412)

(198,721)

2,307,776

Increase
(Decrease) in
Cash

2,654,584

(3,392,075)

(731,765)

280,401

(1,104,798)

(3,297,613)

(351,393)

2,233,634

Net income (Loss)
from Continuing
Operations, In
total, on a pershare basis –
Basic

0.13

(0.01)

(0.02)

0.071

(0.01)

(0.03)

0.09

(0.19)

Net income (Loss)
from Continuing
Operations, In
total, on a pershare basis Diluted

0.12

(0.07)

-

0.071

-

-

0.07

-

In Canadian
Dollars (other than
share amounts)
Total Revenues

3 months
ending
Mar. 31,
2016
Unaudited

HTC Purenergy Inc. // Management’s Discussion & Analysis

Q3 2017

14

DISCUSSIONS OF HTC’s
QUARTER END FINANCIAL RESULTS (Continued)
In Canadian
Dollars (other
than share
amounts)

3 months
ending
Sept. 30,
2017
Unaudited

3 months
ending
Sept. 30,
2016
Unaudited

3 months
ending
Jun. 30,
2017
Unaudited

3 months
ending
Jun. 30,
2016
Unaudited

3 months
ending
Mar. 31,
2017
Unaudited

3 months
ending
Mar. 31,
2016
Unaudited

3 months
ending
Dec. 31,
2016
Unaudited

3 months
ending
Dec. 31,
2015
Unaudited

Net Income
(Loss), in total, on
a per-share basis1
(See discussion
below)

0.09

(0.009)

(0.02)

0.012

(0.01)

(0.003)

0.05

(0.255)

Net Income
(Loss), in total, on
a per-share fully
diluted basis2
(See discussion
below)

0.02

-

(0.02)

0.009

(0.01)

-

0.04

-

Weighted
Average common
shares

30,309,195

30,309,195

30,309,195

30,309,195

30,309,195

30,309,195

30,309,195

30,309,195

2015 comparative amounts have been restated to consider the impact of the disposition of NuVision Industries Inc.
2016 comparative amounts have been restated to consider the impact of the disposition of 101059035 Saskatchewan Ltd. dba Pinnacle Industrial
Services.
1
Net Income (Loss) per common share for the periods has been calculated using the weighted average number of common shares outstanding during
the respective periods.
2
Net Income per common share on a fully diluted basis. Loss per common share is not presented on a fully diluted basis as the effect of common
share options would be anti-dilutive.

PER SHARE AMOUNTS:
Basic net earnings (loss) per common share have been calculated using the weighted
average number of common shares outstanding during the Period of 30,309,195 (2016 –
30,309,195). The fully diluted common shares during the Period are 32,830,972 (2016 –
38,159,195).

Net Income (Loss) per common share - basic
Net Income (Loss) per common share fully diluted
Earnings (Loss) per share from continued
operations - Basic
Earnings per share from continued operations –
diluted

For the Period ended
Sept. 30, 2017
(Unaudited)

For the period ended
Sept. 30, 2016
(Unaudited)

0.07

.087

-

.069

(0.07)

.058

-

.046
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REVENUES
For the Period, the Corporation had operating revenue of $2,298,663 (September 30, 2016 $1,305,770) of which $102,570 (September 30, 2016 - $Nil) came from HTC’s subsidiary
Maxx Group of Companies Corp. (“Maxx”), $100,000 (September 30, 2016 - $53,080)
came from engineering and process design and $2,096,093 came from ClearGSI (September
30, 2016 - $1,252,690).

OPERATING EXPENSES
Costs of sales reflect manufacturing and sales costs associated with Maxx, ClearGSI and
their subsidiaries. The increase is a result of increased sales activity levels in ClearGSI and
increases in costs associated with production.
Engineering and process design services include costs associated with the provision of
consulting services. There were $100,000 costs in engineering projects during the Period,
(2016 $46,674). Engineering resources have been directed to the commercialization of the
glycol and solvent reclaimer.
Commercialization, product development and administrative expenses for the Period were
$3,006,782 as compared to $3,505,191 as at September 30, 2016. In 2017, the decreased
costs in Maxx are primarily due to the redirection of engineering services and
commercialization.
Amortization for the Period was $497,294 (September 30, 2016 – $350,487). The increase
in amortization relates to amortization of additional tangible assets.
Finance expense realized during the Period was $39,338 (September 30, 2016 - $37,543).
The increase is a result of increases in the operating line.

INTEREST AND OTHER INCOME
The Corporation recorded interest earned on short and long-term investments and other
income for the Period of $117,096 as compared to $17,277 in September 30, 2016. The
increase is a result of interest earned on held-for-trading investments, and imputed interest
of contingent consideration receivable arising from the sale of NuVision.

OPERATING INCOME
The Corporation had an operating loss of $(2,127,060) as compared to $(2,925,748) for the
period ending September 30, 2016. The decrease in operating loss is related to the divestiture
of Pinnacle, and increased costs associated with the Stettler, Alberta, plant.
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INCOME FROM DISCONTINUED OPERATIONS
Income from discontinued operations in 2016 reflects the reclassification of the net income
activities of NuVision and Pinnacle which were subsequently sold.

GAIN ON DISPOSAL OF ASSETS
Gain on sale of assets stems from the renegotiation of the terms of the sales agreement
entered into on April 1, 2016 between Ag Growth International Inc.(“AGI”) and Maxx, for the
sale of NuVision (“Sales Agreement”) and the resulting settlement agreement entered into
on September 26, 2017 (“Settlement Agreement”).

DEFERRED TAX RECOVERY
Deferred tax recovery of $589,182 results in tax associated with the renegotiation of the Sales
Agreement and resulting Settlement Agreement that was completed this quarter.

NET INCOME (LOSS) AND COMPREHENSIVE INCOME
Net Income for the Period was $3,000,816 compared to income of $2,348,763 as at
September 30, 2016. The increase is primarily due to the renegotiation of the Sales
Agreement and resulting Settlement Agreement and related deferred tax recovery.
Comprehensive income (loss) includes the unrealized gains and losses on investments
classified as available for sale of $(141,811) (September 30, 2016 – $452,833) and
represents the net change in the carrying value of the investments to the quoted value and
transfer of impaired investments to the Consolidated Statement of Loss. These adjustments
do not involve cash.
Comprehensive Income for the Period is $2,858,295 compared to income of $2,801,596 as
at September 30, 2016. The increase is attributable to net income and the change in
unrealized gain on investments classified as available for sale.

TOTAL ASSETS
Total assets for the Period were $29,941,383 compared to $29,839,303 as at December 31,
2016. The primary reasons for the net increase is attributable to the renegotiation of the
Sales Agreement and resulting Settlement Agreement.
Capitalized Development
The Corporation has capitalized development expense relating to its LCDesign®, its HTC
SRS® mixed Amine Solvent Reclaimer and its PDOengine described below:
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Sept. 30, 2017

Dec. 31, 2016

$ 278,792
(42,833)
235,959

$ 278,792
(28,006)
250,786

LCDesign®
Amortization

430,802
(270,908)
159,894

430,272
(238,399)
191,873

PDOengine
Amortization

186,092
(111,655)
74,437

186,093
(97,698)
88,394

Total product development costs

$ 470,290

$ 531,053

Delta Reclaimer™ System
Amortization

There was $15,750 of expensed research and development in the Period.
Total accumulated costs expensed from December 31, 2004 to September 30, 2017 are
$3,301,115. Research and development costs incurred by subsidiaries prior to their
acquisition are not included in this amount, nor are costs incurred by HTC’s collaborative
technology development research institutions.

CURRENT LIABILITIES
Current liabilities were $1,714,722 for the Period as compared to $3,142,192 as at Dec. 31,
2016. Decrease of $1,428,179 is largely due to regular repayments of the current portion of
finance leases and long-term debt.

LONG TERM DEBT
Long term debt (defined as long-term portion of financing lease and long-term debt)
decreased from $1,674,048 in December 31, 2016 to $935,194 at the end of the Period. The
decrease is primarily attributable to the divestiture of Pinnacle, as well as scheduled debt
repayment.
SHAREHOLDERS’ EQUITY
As at the end of the Period the shareholders’ equity was $26,295,098 as compared to
shareholders’ equity of $23,437,513 at December 31, 2016. The increase in shareholder’
equity is primarily attributed to the renegotiation of the Sales Agreement and resulting
Settlement Agreement.
Non-controlling interest represents amounts attributable to minority positions of Maxx and
ClearGSI that are not held by HTC.
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CASH FLOW
Cash flows from operating activities were $(30,912) for the Period, compared to $(7,404,443)
for September 30, 2016. The increase is attributable to the sale of NuVision and Pinnacle’s
net assets, gain on sale of investments and an overall decrease in accounts receivable.

CHANGE IN CASH POSITION
The change in cash position was $1,922,819 as at September 30, 2017 and $(3,908,894) as
at September 30, 2016. The change is attributable to the renegotiation of the Sales
Agreement and resulting Settlement Agreement and the sale of Pinnacle on January 1, 2017.

COMMITMENTS
The Corporation rents office facilities on a month to month basis under a lease agreement
with a related party of the Corporation (see Note 24 to the Consolidated Financial
Statements), with minimum monthly rental payments of $9,475.
HTC is engaged in a license dispute with one of its CO2 capture technology providers. The
commercial effect and outcome of this license technology dispute cannot be determined at
this time. On September 14, 2017 the Court of Queen’s Bench of Saskatchewan, in a
summary judgement, awarded preliminary cost recoveries to HTC.
On April 15, 2015, ClearGSI entered into a lease agreement for its Stettler, AB operations.
Monthly base lease costs are $6,500 from November 1, 2015 to November 30, 2020.

CAPITAL RESOURCES
Share capital:
Authorized:
An unlimited number of common shares
An unlimited number of preferred shares

Common Shares
Balance, beginning of period
Expired warrants
Balance, end of period

As at Sept. 30, 2017
Number
Amount

As at Dec. 31, 2016
Number
Amount

30,309,195

$39,008,214

30,309,195

30,309,195

$39,008,214

30,309,195

$38,978,214
30,000
$39,008,214

The Corporation has no issued or outstanding preferred shares. The Corporation is
authorized to issue one or more series of non-voting, participating in preference to common
shares, eligible, preferred shares.
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Stock options and warrants:
The Corporation has a stock option plan for directors, officers, employees and consultants
providing for the issuance of options to acquire up to ten percent of the issued and
outstanding common shares of the Corporation. The following table reflects the stock option
and warrants activity from January 1, 2014 through September 30, 2017 and the weighted
average exercise price:
As at Sept. 30, 2017
As at Dec. 31, 2016
Options
Avg. Price Options
Avg. Price

Stock Options
Outstanding, and exercisable,
beginning of period

2,250,000

$0.13

2,250,000

$0.13

Outstanding and exercisable,
end of period

2,250,000

$0.13

2,250,000

$0.13

In the next quarter 1,400,000 options will expire with a total valuation of $172,000 (see
Subsequent Events).
Option pricing models require the input of highly subjective assumptions including the
expected price volatility. Expected volatility considers the historical volatility of the
Corporation’s shares and any other features of the option grant that may impact the
measurement of fair value such as market conditions. Change in the subjective input
assumptions can materially affect the fair value estimate, and therefore the existing models
do not necessarily provide a reliable single measure of the fair value of the Corporation’s
stock options.
Share purchase warrants
Outstanding, and exercisable,
beginning of period

As at Sept. 30, 2017
As at Dec. 31, 2016
Warrants Avg. Price Warrants Avg. Price
5,600,000

$0.16

Expired
Outstanding and exercisable,
end of period

5,600,000

$0.16

6,600,000

$0.20

(1,000,000)

(0.04)

5,600,000

$0.16

Warrants issued on June 5, 2014, expired on June 4, 2016. The original valuation of the
warrants of $30,000 (residual value of the consideration received and share trading value at
the issuance date) originally recorded to contributed surplus has been reclassified to share
capital. Warrants issued October 25, 2013, will expire in the next quarter valuing $229,500.
The total fair value of stock based compensation expense on outstanding stock options and
warrants granted to directors, employees and consultants of the Corporation and through
private placement as at September 30, 2017 was $910,556 (December 31, 2015 $910,556).
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OFF-BALANCE SHEET ARRANGEMENTS
The Corporation has no off-balance sheet arrangements.

RELATED PARTY TRANSACTIONS
Related party transactions include transactions with corporate investors who have
representation on the Corporation’s Board. The revenue and costs recognized with such
parties reflect the prices and terms of sales and purchase of transactions with related parties
in accordance with normal trade practices.
During the Period, the Corporation paid $23,729 (September 30, 2016 - $38,102) for legal
services from a law firm that a director is a partner of. As of September 30, 2017, there are
no outstanding amount owing to the law firm (September 30, 2016 - $Nil).
HTC currently rents facilities on a month to month basis from KF Group of Companies
(“KFG”). KFG is considered a related party through one of HTC’s directors. Total rent paid
to KFG for the Period is $97,194 (September 30, 2016 - $80,290). As of September 30, 2017,
there are no outstanding amount owing to KFG (September 30, 2016 - $Nil).
KLE is considered a related party due to common directors and common management. HTC
has secured a short-term loan to KLE (see Note 6 to the Consolidated Financial Statements).
HTC has consultancy expenses of $Nil (September 30, 2016 - $Nil) to KLE and administrative
revenues of $Nil (September 30, 2016 - $12,322) from KLE. As of September 30, 2017, there
is no amounts payable owing from KLE (September 30, 2016 - $21,867), except for the loan
(see Note 6 to the Consolidated Financial Statements).
The transactions were conducted in the normal course of business.

CRITICAL ACCOUNTING ESTIMATES
GOODWILL AND INTANGIBLE ASSETS
Goodwill impairment is tested at the operating segment level and is determined based on the
carrying value of goodwill exceeding the operating segment’s recoverable amount. The
recoverable amount is the higher of fair value less cost to sell (“FVLCS”) and value in use
(“VIU”). If the impairment loss exceeds the carrying amount of goodwill, the goodwill is written
off completely. Any impairment loss left over, is allocated to the remaining assets of the
operating segment.
In 2016, given the disposition of a major subsidiary of the Maxx operating segment, goodwill
attributable to the Maxx operating segment was allocated on the closing date of the sale to the
major subsidiaries of Maxx on a pro-rata basis, using their relative fair values at the date of
disposal. Goodwill attributed to NuVision has been included in the carrying value of assets
and liabilities disposed of, and included as part of the calculation of the gain on disposal (See
Note 28 to the Consolidated Financial Statements).
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Subsidiary
NuVision
Pinnacle and others
Total

Goodwill attributed
$8,244,692
419,509
$8,664,201

The remaining portion of goodwill, not disposed of as part of the sale of NuVision, was
assessed for impairment as at December 31, 2016 (the “Year”). Subsequent to the Year,
Pinnacle was sold for consideration of $501,894 (see Note 28 to the Consolidated Financial
Statements). As such, coupled with the lack of operations in other subsidiaries within Maxx,
the remaining value of goodwill has been impaired as at December 31, 2016 in the amount of
$419,509 (2015 - $Nil).
Intangible assets
subject to
amortization

Goodwill
Cost
Balance at Dec. 31, 2015
Disposal of NuVision
Impairment
Balance at Dec. 31, 2016
Balance at Sept. 30, 2017
Accumulated amortization
Balance at Dec. 31, 2015
Amortization for the Year
Balance at Dec. 31, 2016
Amortization for the Year
Balance at September 30, 2017
Carrying amounts (by
operating segment)
HTC CO2 Systems
At Dec. 31, 2016
HTC CO2 Systems
At September 30, 2017

Total

$8,664,201
(8,244,692)
(419,509)
$
$
-

$3,019,236
$3,019,236
$3,019,236

$11,683,437
(8,244,692)
(419,509)
$3,019,236
$3,019,236

$

-

$546,154
307,185
$853,339
215,389
$1,068,728

$546,154
307,185
$853,339
215,389
$1,068,728

-

$2,165,897
$2,165,897
215,389
$1,950,508

$2,165,897
$2,165,897
215,389
$1,950,508

$
$

$
$

Management performed an analysis of the existence of indicators of impairment for intangible
assets as at December 31, 2016. No indicators of impairment were noted that would
necessitate an evaluation for an impairment write-down of intangible assets during the Year.
There were no additions to intangible assets during the Year.
Amortization in the amount of $215,389 in September 30, 2017 (September 30, 2016 $85,389) has been included in the Consolidated Financial Statements, Consolidated
Statement of Income (Loss) under the caption “Amortization”.
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OPERATING SEGMENTS:
The Corporation has two reportable operating segments: HTC CO2 Systems and Maxx, of
which there is a material non-controlling interest as described in Note 27 to the Consolidated
Financial Statements.
These operating segments are differentiated by the products and services that each
produces. HTC CO2 Systems provides products and services related to energy technologies
and CO2 Systems. Maxx provides manufacturing sales and distribution services, relating to
oil and gas equipment supply and service, as well as fertilizer and grain handling solutions.
Both segments utilize various brands and trading names in their operations.
September 30, 2017

HTC CO2
Systems
$2,096,093

Sales
Engineering, process design and
consulting
Cost of sales

Maxx

Combined

$102,570

$2,298,663

$100,000

$100,000

780,819

102,837

883,656

Engineering, process design and
consulting

$100,000

Commercialization, product
development and administration

2,265,245

741,537

3,006,782

15,750

-

15,750

497,294

-

497,294

39,133

205

39,338

$(1,502,857)

$(742,009)

$(2,244,866)

Research and Development
Amortization
Finance costs
Income (loss) from commercial
operations

September 30, 2016

HTC CO2
Systems
$1,252,690

Sales

$100,000

Maxx
-

$1,252,690

53,080

-

53,080

308,900

-

308,900

Engineering and process design
services

46,674

-

46,674

Commercialization, product
development and administration

2,217,321

1,287,870

3,505,190

350,487

-

350,487

37,543

-

37,543

$(1,655,155)

$(1,287,870)

$(2,943,025)

Engineering, process design and
consulting
Cost of sales

Amortization
Finance cost
Income (loss) from
commercial operations

$

Combined
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September 30, 2017

Maxx

Combined

Cash

HTC CO2
Systems
$82,744

$3,789,642

$3,872,386

Property and equipment

1,344,565

5,444,585

6,789,150

Goodwill and intangibles

1,950,508

-

1,950,508

December 31, 2016

HTC CO2
Systems
$1,140,998

Maxx

Combined

$1,608,349

$2,749,347

Property and equipment

1,507,232

867,292

2,374,524

Goodwill and intangibles

2,165,897

-

2,165,897

Cash

DIRECTOR AND OFFICER COMPENSATION
The key management personnel of the Corporation consist of the executive officers, vicepresidents, other senior managers and members of the Board. Key management personnel
also include those persons that have the authority and responsibility for planning, directing
and controlling the activities of the Corporation, directly or indirectly. Compensation for the
Period was $295,500 (September 30, 2016 - $295,500). During the Period, the Corporation
paid director compensation in the amount of $2,000 (September 30, 2016 - $3,000). In
addition to their salaries, senior management and directors also participate in the
Corporation’s share-based compensation plans.
The Corporation has employment agreements with its Chairman and CEO, and with its Sr.
Vice-President and CFO. Compensation is paid in accordance with the remuneration
package agreed upon by the Corporation’s Compensation Committee and the individuals
respectively. This remuneration package is subject to periodic review and adjustment by the
Compensation Committee, based on performance.
The terms of the agreement for the Chairman and CEO state that he shall receive upon
termination of employment or in the event of a change of control, the equivalent of thirty-six
months, plus one month for every year of service to a maximum of forty-eight months, in total
compensation. The terms of the agreement for the Sr. Vice-President and CFO state that he
shall receive upon termination of employment or in the event of a change of control, the
equivalent of twenty-four, plus one month for every year of service to a maximum of thirty-six
months, in total compensation. The total compensation is calculated using the average for
the twelve months prior to termination or change of control, alternatively the average since
January 1, 2008, whichever amount is greater. This total compensation includes all benefits.

SUBSEQUENT EVENTS
On October 24, 2017 a proposal was accepted whereby $242,387 of loans receivable from
KLE will be converted to 4,614,863 common shares, subject to NEX Exchange approval.
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On October 24, 2017 1,350,000 warrants with a value of $229,500 expired.
On October 25, 2017 1,000,000 stock options expired and on November 25, 2017 an
additional 400,000 stock options expired, with a total valuation of $172,000.

ADDITIONAL INFORMATION ON HTC
HTC invites you to review current and historical press releases and News Express releases.
This
material
can
be
viewed
on
the
Corporation’s
web
site
at
www.HTCenergy.com/news.html.

RISKS AND UNCERTAINTIES
Risks and uncertainties relate to dependence of CO2 emitters being legislated or provided
incentive, to adapt CO2 capture technology and the price of oil for adoption of CO 2 EOR.
The preparation of the Consolidated Financial Statements in conformity with IFRS requires
Management to make judgments, estimates and assumptions that affect the reported amounts
of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the
Consolidated Financial Statements and the reported amounts of revenues and expenses
during the Year.
Significant items subject to judgement, estimates and assumptions include: the carrying
amounts of goodwill and intangible assets, product development, underlying estimations of
useful lives of depreciable assets, capitalization of interest, and the carrying amounts of
accounts receivable, investments, fair value of financial instruments, and environmental
remediation and contingent liabilities, if any (see also Note 2c to the Consolidated Financial
Statements).
The Consolidated Financial Statements are based on Management’s best estimates using
information available. Uncertainty regarding the timing of anticipated large-scale market
demand for carbon capture technology, related legislative incentives, and uncertainty in
financial markets has complicated the estimation process. Accordingly, the inherent
uncertainty involved in making estimates and assumptions may impact the actual results
reported in future years by a material amount.

FUTURE CHANGES IN ACCOUNTING PRINCIPLES
Changes to Accounting Policies and Future Changes to Accounting Standards
The standards and interpretations that are issued, but not yet effective up to the date of
issuance of the Corporation’s financial statements, and that may have an impact on the
disclosures and financial position of the Corporation, are disclosed below. The Corporation
intends to adopt these standards and interpretations, if applicable, when they become
effective.
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Revenue from Contracts with Customers:
In May 2014, the IASB issued IFRS 15 Revenue from Contracts with Customers. It replaces
existing revenue recognition guidance and provides a single, principles based five-step model
to be applied to all contracts with customers. Retrospective application of this standard is
effective for fiscal years beginning on or after January 1, 2018, with earlier application
permitted. The Corporation is currently assessing the impact of this standard.
Financial Instruments: Recognition and Measurement:
In July 2014, IFRS 9 Financial Instruments was issued as a complete standard, including the
requirements previously issued related to classification and measurement of financial assets
and liabilities, and additional amendments to introduce a new expected loss impairment
model for financial assets, including credit losses. Retrospective application of this standard
with certain exemptions is effective for fiscal years beginning on or after January 1, 2018,
with earlier application permitted. The Corporation is currently assessing the impact of this
standard.
Leases:
In January 2016, the IASB issued IFRS 16 Leases, which replaces IAS 17 Leases. For
lessees applying IFRS 16, a single recognition and measurement model for leases would
apply, with required recognition of assets and liabilities for most leases. The standard will
come into effect for annual periods beginning on or after January 1, 2019, with earlier
adoption permitted if the entity is also applying IFRS 15 Revenue from Contracts with
Customers. The Corporation plans to adopt IFRS 16 on January 1, 2019 and is currently
assessing the potential impact of this adoption on the Corporation’s financial statements.

CAPITAL DISCLOSURES
The Corporation defines its capital as its shareholders’ equity and long-term debt. Except
as otherwise disclosed in the Consolidated Financial Statements, there are no restrictions on
the Corporation’s capital.
The Corporation’s capital is summarized as follows:

Shareholders’ equity
Current portion of financing lease
Current portion of long term debt
Financing lease
Long term debt
Balance

September 30, 2017
$26,295,098
104,116
102,808
910,860
24,334

Dec. 31, 2016
$23,437,513
409,578
183,521
910,860
763,188

$27,437,216

$25,704,660

The Corporation’s objectives when managing capital are to:
• maintain financial flexibility in order to preserve its ability to meet financial obligations;
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•
•

deploy capital to provide an appropriate investment return to its shareholders in the
future; and
maintain a capital structure that allows multiple financing options to the Corporation,
should a financing need arise.

The Corporation’s financial strategy is designed and formulated to maintain a flexible capital
structure consistent with the objectives stated above and to respond to changes in economic
conditions and the risk characteristics of underlying assets. In order to maintain or adjust its
capital structure, the Corporation may issue new shares, raise debt (secured, unsecured,
convertible and/or other types of available debt instruments) or refinance existing debt with
different characteristics.

FINANCIAL INSTRUMENTS
Management’s risk management policies are typically performed as a part of the overall
management of the Corporation’s operations. Management is aware of risks related to these
objectives through direct personal involvement with employees and outside parties. In the
normal course of its business, the Corporation is exposed to a number of risks that can affect
its operating performance. Management’s close involvement in operations helps identify risks
and variations from expectations. The Corporation has not designated transactions as
hedging transactions to manage risk. As a part of the overall operation of the Corporation,
Management considers the avoidance of undue concentrations of risk. These risks and the
actions taken to manage them include the following:
Liquidity risk is the risk that the Corporation cannot meet its financial obligations associated
with financial liabilities in full. The Corporation's main sources of liquidity are its operations
and equity financing. The funds are primarily used to finance working capital and capital
expenditure requirements and are adequate to meet the Corporation’s financial obligations
associated with financial liabilities. Risk associated with debt financing is mitigated by having
negotiating terms over several years and renegotiating terms before they are due.
The timing of cash outflows relating to the financial liabilities are outlined in the table below:
Sept. 30, 2017
Accounts payable and
accrued liabilities
Operating Line of credit
Long term debt
Balance

< 1 year
$1,060,518

1-2 years
$
-

3-5 years
$
-

Thereafter
$
-

Total
$1,060,518

435,000
102,808
$1,598,326

22,462
$22,462

1,872
$1,872

-

435,000
129,950
$1,622,660

Dec. 31, 2016
Accounts payable and
accrued liabilities
Operating Line of credit
Long term debt
Balance

< 1 year
$2,117,587

1-2 years
$
-

3-5 years
$
-

Thereafter
$
-

Total
$2,117,587

340,000
183,521
$2,641,108

369,454
$369,454

393,734
$393,734

-

340,000

-

946,709

-

$3,404,296

-

$

$
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Currency risk is the risk that changes in foreign exchange rates may have an effect on
future cash flows associated with financial instruments. The Corporation has no significant
transactions denominated in foreign currency and is not exposed to any material foreign
currency risk, aside from broad unquantifiable macro-economic factors arising from
fluctuations in foreign exchange, which could result in Canadian products becoming more
expensive to international purchasers.
Foreign exchange risk is primarily associated with contracts for services and contracts of
supplies and services. Substantially all the Corporation’s revenues and expenses are
denominated in Canadian dollars, and therefore isolated from foreign exchange risk.
Interest rate risk primarily is associated with interest fluctuations earned on the Corporation’s
cash and term deposits and long-term debt. The Corporation mitigates exposure by
attempting to match rates and terms to expected cash requirements, and through having
majority of its revenues and expenses denominated in Canadian dollars. Interest risk
associated with long term loans is mitigated by arranging terms that extend for multiple years
(see Note 16 to the Consolidated Financial Statements). A 1% change in the prime interest
rate would have a negligible impact on the Corporation’s income.
Credit risk is the risk of financial loss if counterparty to a financial transaction fails to meet
its obligations. The Corporation attempts to reduce such exposure to its cash and shortterm deposits by only investing in low risk investments with Canadian Chartered Banks and
taking advantage of government guarantees. The Corporation attempts to reduce its loss
on amounts receivable by assessing the ability of the counterparties to fulfill their obligation
under contract prior to entering into contracts and by the nature of customers the Corporation
deals with. At September 30, 2017, the Corporation had an allowance for doubtful accounts
of $47,152 (December 31, 2016 - $155,244).
Due to project-based nature of the Corporation’s operations, management considers
accounts receivable outstanding less than 90 days to be current amounts. Over 90 days are
also considered current, if extended terms exist and security is provided or amounts are
subject to contract restrictions and performance markers. The aging of the Corporation’s
accounts receivable at December 31, 2016 and September 30, 2017 is as follows:
Current

Over 90
Days

Total

Aging of accounts receivable at Sept. 30, 2017

$687,592

$96,680

$784,272

Aging of accounts receivable at Dec. 31, 2016

$1,839,715

$217,645

$2,057,360

Signed “Lionel Kambeitz”
LIONEL KAMBEITZ
CHAIRMAN & CEO

Signed “Jeffrey Allison”
JEFFREY ALLISON
SR. VICE- PRESIDENT & CFO
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HTC PURENERGY INC.
‘doing business as’

HTC PURENERGY
To the Shareholders of HTC Purenergy Inc. (the “Corporation”)
Management’s Accountability for Management’s Discussion and Analysis and
Consolidated Financial Statements
The unaudited interim condensed consolidated financial statements for the period ended September
30, 2017 (“Period”) (“Consolidated Financial Statements”) have been prepared by management in
accordance with International Financial Reporting Standards (“IFRS”) in Canada. Management is
responsible for ensuring that these statements, which include amounts based upon estimates and
judgment, are consistent with other information and operating data contained in management’s
discussion and analysis for the Period (“MD&A”) and reflect the Corporation's business transactions
and financial position.
Management is also responsible for the information disclosed in the MD&A including responsibility for
the existence of appropriate information systems, procedures, and controls to ensure that the
information used internally by management and disclosed externally is complete and reliable in all
material respects.
In addition, management is responsible for establishing and maintaining an adequate system of
internal control over financial reporting. Such systems are designed to provide reasonable assurance
that the financial information is relevant, reliable, and accurate and that the Corporation’s assets are
appropriately accounted for and adequately safeguarded. Management has concluded that the
Corporation’s system of internal control over financial reporting was effective as at September 30,
2017.
The board of directors (“Board”) annually appoints an audit committee which includes directors who
are not employees of the Corporation. This committee meets regularly with management and the
shareholders' auditors to review significant accounting, reporting and internal control matters. The
shareholders' auditors have unrestricted access to the audit committee. The audit committee reviews
the interim and annual financial statements, the report of the shareholders' auditors, and the interim
and annual management’s discussion and analysis and has delegated authority to approve the interim
filings, and makes recommendations to the Board regarding annual filings.
Management has reviewed the filing of the Corporation’s MD&A, Consolidated Financial Statements,
and attachments thereto. Based on our knowledge, having exercised reasonable diligence, the
interim filings do not contain any untrue statement of material fact or omit to state a material fact
required to be stated or that is necessary to make a statement not misleading in light of the
circumstances under which it is made, with respect to the period covered by the interim filings. Based
on our knowledge, having exercised reasonable diligence, the Consolidated Financial Statements
together with the other financial information included in the interim filings fairly present in all material
respects the financial condition, financial performance, and cash flows of the Corporation, as of the
date of and for the periods presented in the interim filings.

Signed “Lionel Kambeitz”
LIONEL KAMBEITZ
CHAIRMAN & CEO

Signed “Jeffrey Allison”
JEFFREY ALLISON
SR. VICE-PRESIDENT & CFO
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BOARD OF DIRECTORS
& SENIOR OFFICERS
Of the Corporation as at September 30, 2017

Directors:

Lionel Kambeitz,
Regina, Saskatchewan,
Jeffrey Allison,
Calgary, Alberta
Wayne Bernakevitch,
Regina, Saskatchewan,
Garth Fredrickson
Regina, Saskatchewan.

Senior Officers:

Lionel Kambeitz, Chairman and CEO
Jeffrey Allison, Sr. Vice-President & CFO

Committees of the Board of Directors:

Audit Committee
Compensation Committee
Nominating Committee

Members of Audit Committee:

Lionel Kambeitz, Garth Fredrickson and Wayne
Bernakevitch

Members of Compensation Committee:

Jeffrey Allison and Wayne Bernakevitch

Members of Nominating Committee:

Jeffrey Allison and Wayne Bernakevitch
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SHAREHOLDER INFORMATION
Stock exchange: TSX Venture Exchange Inc.
Stock symbol:

HTC

Common Shares outstanding as of September 30, 2017: 30,309,195
Head office and Investor relations address:
HTC PURENERGY
#002 – 2305 Victoria Avenue
Regina, Saskatchewan S4P 0S7
Telephone: (306) 352-6132
Fax: (306) 545-3262
E-mail: investorinfo@HTCenergy.com

Sales and Marketing Offices
Canada:
Regina, Sask.
Calgary, Alberta

Asia Pacific:
Sydney, Australia

United States:
Bettendorf, Iowa

Registrar and Transfer Agent:
Computershare Trust Company of Canada
600, 530 - 8th Avenue S. W.
Calgary, Alberta T2P 3S8
Banks:

RBC, HSBC; Conexus Credit Union; Canadian Western Bank

Auditors:

Calvista LLP Chartered Professional Accountants , Calgary, Alberta

Legal Counsel: McDougall Gauley, Barristers and Solicitors, Regina Saskatchewan
Borden Ladner Gervais LLP, Barristers and Solicitors, Calgary Alberta
McKercher LLP Barristers & Solicitors, Regina Saskatchewan
Dividend policy:
No dividends have been paid on any common shares of the Corporation since the date of inception,
and it is not contemplated that any dividends will be paid in the immediate or foreseeable future.
Duplicate Communications:
Some shareholders may receive more than one copy of the annual report and proxy-related material.
This is generally due to ownership of registered shares in addition to non-registered shares; holding
shares in more than one account; or purchasing shares from more than one stock brokerage firm.
Every effort is made to avoid such duplication. Shareholders who receive duplicate mailings should
notify the investor relations department at the above address.
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