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Introduction
The following Management’s Discussion and Analysis (“MD&A”) is prepared as of December
31, 2020, and should be read together with the HTC Purenergy Inc. dba HTC Extraction
SystemsTM (“HTC” or the “Corporation”) audited annual consolidated financial statements
for the year ending December 31, 2020 (the “Period” or the “Year”) and related notes
attached thereto (collectively referred to as the “Financial Statements”), 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 July 30, 2021.
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 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.
Forward-looking statements in this MD&A include statements with respect to: the expected
performance of the Corporation's business and operations and the Corporation's intentions to
expand its business and operations; the Corporation's expectations regarding revenue,
expenses and anticipated cash needs; the Corporation's plans to expand its extraction
capabilities; the ability of the Corporation to meet consumer demand; the ability of the
Corporation to execute on its strategic priorities and objectives; the size of the market that the
Corporation operates in; the Corporation's business strategy for the extraction and
purification of hemp biomass; the receipt of all necessary regulatory and other third-party
approvals to conduct its CBD extraction operations; future processing expectations; the
Corporation's ability to enter into new hemp biomass tolling agreements; and the
Corporation’s expectations regarding the future operations and objectives of KF Hemp Corp.
and Kase Farma Inc.. 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. Forward-looking statements in this MD&A speak only as of the date on which they
are made and 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 applicable securities
laws.
Additional information related to the Corporation is available for view on SEDAR at
www.sedar.com.

Corporate Overview
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HTC Extraction Systems™ has developed proprietary

extraction and purification systems, that have been
designed to extract from biomass, liquids and gas, as well
as for the distillation and purification of ethanol, ethanol
and hydrocarbon-based solvents, used for this extraction
in the Hemp-CBD/Biofibre/Protein business sector and
also used for CO2 extraction and solvent and glycol
purification in the Delta CleanTech energy business
sector
These 2 business units benefit from the pedigree,
management, experience, proprietary intellectual property
and historic brand HTC has developed.

HTC’s – Delta CleanTech Division
HTC’s historic success as a technology leader in: CO2

extraction;
Solvent
Reclamation
used
in
CO2
capture/utilization; Hydrogen Fuel production; and Carbon
Credit Certification and Trading; has been industry
recognized since 2007.

CO2 Capture & Utilization
Environmental Social Governance (“ESG”) is driving
Identity Preserved Waste (“IPWTM”) Solutions. The
advanced adoption and success of electric vehicle
transportation refocuses the call for decarbonized
electricity, which will be achieved through CO2
capture/utilization, while renewable energy such as wind
and solar become a growing and larger part of the energy
mix in the next 25 years. Hydrocarbon combustion for
electricity production will dominate the electric grid and
CO2 capture/utilization is required.
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HTC’s
Delta
CleanTech
Division has developed an improved
proprietary CO2 capture system that
has been designed to significantly
reduce the cost of CO2 capture.
Brand named the Delta LCDesign®,
this proprietary system has been
engineered to deliver superior
performance while reducing energy
usage, lowering emissions, and
improving the quality and purity of
CO2 product captured.
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HTC’s CO2 capture technology, is
the selected technology to provide
the CO2 for the NRG COSIA Carbon
XPRIZE competition announced in
Calgary, Alberta earlier this year.

Solvent, Glycol and Ethanol Reclamation Systems

Delta Purification® is a solvent, glycol and ethanol purification subdivision focused on the field of purifying and reclaiming, recycling and
reusing ethanol, solvents and glycols providing energy processors and
heavy industry the option of not disposing of these waste materials in
underground disposal wells.
HTC has completed the WTO patenting, commercialization and the
construction and commissioning of the Delta Purification® System.
A Delta Purification® System reclaimer unit is like a kidney in the
human body, in that it removes the impurities that build up in
solvents, ethanol, glycols and liquids used as solvents in
commercial clean energy and biomass extraction systems. This
system allows these liquids to be reclaimed, recycled and reused.
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The Delta Purification® System offers the following commercial products:

4

•

Delta Solvent Reclaiming System™ - Reclaiming hydrocarbon based and other

•

Delta Glycol Reclaiming System™ - Reclaims and purifies glycols, such as monoethylene glycol and tri-ethylene glycol, used for natural gas dehydration processes.

•

Delta CBD Reclaiming System™ - Reclaims and purifies ethanol for use in CBD

solvents, such as single, mixed, and formulated amines, for use in natural gas
processing, ethanol-based solvents and post-combustion CO2 capturing processes.

extraction from biomass. The end product meets food-grade requirements for human
and animal consumption through reduced heat processing that prevents damage of
the chemical attributes of CBD molecules.

HTC continues to pursue a strategy of Build, Own, Operate and Maintain (“BOOM”), whereby
it will own physical assets at processing and storage facilities, serving the energy clean tech
sector. The business model calls for either participating equity ownership, tolling revenue, or
a combination thereof, whereby HTC will utilize its technologies, constructability experience
and operating skills, to extract and purify at targeted facilities.

Hydrogen Fuel Production and Related CO2
Capture
The efficiency and acceptance of electric drive vehicles, and the
improvements in cost and efficiency of Hydrogen Fuel Cell
technology, has created the opportunity for rapid growth in the
Fuel Cell Electric Vehicles (“FCEV”).
Heavy trucks and passenger busses will lead the way with
commercial vehicle sales expected to grow to $7 billion annually
in 8 years.
Fuel stations are required for the production of hydrogen
through methane (natural gas) reforming, which is the most cost
effective and practical approach utilizing the natural gas
(methane) pipeline network already serving gas stations. CO2
capture is required at these hydrogen reforming fuel stations to
ensure the hydrogen is produced without a CO2 footprint.
United States Fueling Stations:
• 160,000 gas stations in the United States;
• 20,000 electric battery charging stations; and
• 61 hydrogen fueling stations.
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Carbon Certification and Trading
Carbon Rx Inc. (“Carbon Rx”), a wholly owned
subsidiary of HTC, is a 15-year old company engaged
in the development, verification and marketing of
certified
CO2
offset
credits.
The regulatory framework is multi-jurisdictional and
has evolved over the past 10 years; and of relevance
is the knowledge of how the credits are established
and how they are utilized or traded.
Carbon Rx owns two business units leading the way
in the development of aggregation and sale of carbon
credits from; municipal landfills and from regenerative
agricultural no tillage farming practices having
historically traded over $30,000,000 of Carbon Credit
units.
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HTC’s Hemp
Business Unit

-

Cannabinoid/Biofibre/Protein
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-

HTC's business strategy includes the production
contracting of broad acre industrial hemp for:
Cannabinoid Extraction; Biofibre for Bioplastics,
Biochar and Cellulose, as well as Hemp Seeds for
Protein and Hemp Seed Oil.
By implementing its historical skillsets, process design
and standard operating procedures ("SOPs"), HTC will
aim to become one of Canada’s largest hemp biofibre
suppliers, hemp seed sellers and oil processors and
cannabinoid extractors and refiners. In order to
accomplish its objectives, the Corporation intends to
leverage its relationships with successful farming
leaders and draw on SOPs, best practices in genetics,
fertility, fibre processing, seed cleaning and processing
including experience required in ingredient sales with
multi-year contracts.

KF Hemp Corp.
Effective June 30, 2020, HTC acquired KF Hemp Corp. (“HempCo”), a company that is
qualified to cultivate, process, dry, store and sell hemp under the Industrial Hemp
Regulations of the Cannabis Act (Canada) (“Hemp License”).
HempCo
owns
hemp
shredding,
handling, drying, sizing and sorting
equipment, which have been installed in
its hemp processing facility, located in
Lajord, Saskatchewan, and boasts a
agreements with local growers pursuant
to which these growers will produce
IPGrowTM (identity preserved) Industrial
Hemp. The growers will select ideal
ground for hemp production and
implement the optimal fertility package
and crop protection program for high
yielding biofibre, hemp seeds and high
cannabinoid hemp flower biomass.
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Hemp Biofibre

HTC has completed the construction of its approximately 27,000 square foot hemp biofibre
processing and storage facility, which will be utilized for the processing of biofibre into
bioplastic pellets and biochar/hemp soil fertility pellets, as well as the storing and packaging
of extraction-ready biomass.

Hemp Biomass Tolling Agreements
HTC is currently engaged in tolling contracts with US-based hemp biomass producers and
providers. Extraction, at the Kase Farma Inc. (“Kase Farma”) location in Ceres, California
has moved into commercial production. HTC will look to ensure tolling and processing
volumes by selecting qualified harvest contractors, utilizing diversified growing locations and
high performance regulated genetics, and through irrigation that can provide growing
locations with an opportunity for 2 to 3 annual crop rotations with new CBD, CBG, CBN and
other cannabinoid genetic varieties.

California-based, Kase Farma Inc. – http://KaseFarma.com
On January 28, 2020, HTC completed a share and purchase agreement (“SPA”) with Starling
Brands Inc. (“Starling”), whereby HTC acquired all the issued and outstanding shares of
California based Kase Farma. Kase Farma is authorized to operate in the areas of hemp
extraction, refining, formulation, and distribution in the State of California.
An intrinsic part of the acquisition is a management services agreement with Starling, led by
Mike Reynolds, chief executive officer, and Drew Ford, chief science officer, both of whom
are highly regarded experts in the cannabinoid extraction, formulation and refining industry.
Kase Farma has received and commissioned equipment that
is capable of processing and distilling 10,000 lbs. per day of
dried biomass at its extraction operation in California. Kase
Farma’s extraction operations are part of the Starling-owned
22,000-square-foot overall facility. Kase Farma has launched
its Identity Preserved, or IPGrow™, initiative, for the
wholesale and retail markets, under the brand of “Kase One
- One Life; One Plant”. In addition, Kase Farma has aligned
itself with highly regarded hemp growers in California’s
Central Valley who will provide high performance, IPGrow™,
superior, genetic specific production for its custom designed
cannabinoid formulations.
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Starling-owned Kase Manufacturing Inc., is one of the first volatile and non-volatile
cannabinoid extraction manufacturing labs approved in the State of California. As part of the
acquisition, Kase Farma has entered into an intellectual property licensing agreement with
Starling that allows for a technology transfer whereby Starling’s intellectual property and
technology licensed under this agreement can be utilized and deployed at the HTC facilities
in Saskatchewan.
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Looking to the Future
On January 27, 2021, HTC obtained regulatory approval and competed an asset sale
agreement pursuant to which it spun out it’s Delta CleanTech business unit assets into a
standalone entity, called Delta CleanTech Inc. (“Delta”), currently owned by HTC and
strategic industry and financial partners. For more information see Subsequent Events below.
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SELECTED ANNUAL INFORMATION
Year ending
Dec 31, 2020

Year ending
Dec 31, 2019

Year ending
Dec 31, 2018

Total Revenue

24,983

2,415,438

861,424

Operating Loss

(33,404,434)

(1,887,565)

(3,511,525)

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

(31,195,951)

393,051

(1,449,449)

Net Loss

(34,405,456)

(5,518,038)

(4,019,633)

Loss per share, basic and diluted

(0.22)

(0.08)

(0.12)

Loss per share from continuing
operations, basic and diluted

(0.19)

-

-

(34,410,274)

(5,602,036)

(4,051,594)

Total Assets

11,135,149

46,739,123

34,070,462

Total Long-Term Financial Liabilities

5,594,108

12,312,926

7,665,319

(4,999,156)

3,623,775

425,201

NIL

NIL

NIL

In Canadian Dollars

Comprehensive Net Income (Loss)

Increase (Decrease) in Cash
Cash Dividends Declared per-share
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DISCUSSIONS OF HTC’s
QUARTER END FINANCIAL RESULTS
3 months
ending
Dec 31,
2020
Unaudited

3 months
ending
Dec. 31,
2019
Unaudited

3 months
ending
Sept. 30,
2020
Unaudited

3 months
ending
Sept. 30,
2019
Unaudited

3 months
ending
Jun. 30,
2020
Unaudited

3 months
ending
Jun. 30,
2019
Unaudited

16,996

10,734

7,987

1,414

-

1,870

-

10,734

Net Income (Loss)
from Operations

(31,250,634)

(1,109,008)

(1,021,653)

(777,592)

(504,861)

(250,369)

(627,286)

(267,944)

Net Income (Loss)

(35,402,855)

(1,155,658)

(927,654)

(1,324,502)

3,190,551

(1,035,624)

(1,265,498)

(2,002,254)

Total Assets

11,135,149

46,739,123

49,030,386

36,238,123

48,982,191

35,285,390

50,059,030

32,140,345

Long Term Liabilities

5,594,108

12,312,926

5,583,820

8,678,094

4,620,772

8,692,965

$13,153,023 $8,680,902

Shareholders’ Equity

4,289,144

29,383,628

33,999,677

21,838,437

35,032,665

29,383,628

30,702,477

20,864,356

Cash Flow from
Operations

17,618,906

3,091,533

(18,855,460)

(5,496,846)

2,094,588

(1,682,154
)

(26,724)

(1,649,435)

In Canadian Dollars
(other than share
amounts)
Total Revenues

3 months
ending
Mar. 31,
2020
Unaudited

3 months
ending
Mar. 31,
2019
Unaudited

Increase (Decrease)
in Cash

(2,866)

2,964,722

(453,257)

(1,324,502)

(890,711)

2,462,686

(3,652,322)

(983,193)

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

(0.22)

(0.01)

(0.007)

(0.02)

0.03

(0.02)

(0.01)

(0.05)

159,088,563

95,594,510

159,088,563

54,295,060

112,320,829

43,077,829

Weighted Average
Common Shares

104,664,630 34,899,929

-2019 comparative amounts reflect reclassifications for discontinued operations to consider the impact of the sale of Maxx Group and
Delta.
-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.
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PER SHARE AMOUNTS:

Basic net income (loss) per common share has been calculated using the weighted average
number of common shares outstanding. At the end of the Year there were 206,983,741
common shares outstanding (December 31, 2019 - 101,363,741).
Amounts stated in
Canadian Dollars

For the year ended
Dec. 31, 2020

For the year ended
Dec. 31, 2019

Net Income (Loss) per common share – basic and
fully diluted

(0.22)

(0.08)

Net Income (Loss) per common share – basic and
fully diluted from discontinued operations

(0.02)

(0.03)

Fully diluted earnings per share is not presented when there is a loss as the impact would be
anti-dilutive. The weighted average shares for the Year are 159,088,563.
Comparative figures have been updated to consider the impact of the sale of Maxx
Group of Companies Corp. and its subsidiaries (“Maxx Group”), discontinuation of the
Maxx Group’s operations and the Delta Business Segment operations (“Delta”).
REVENUES:
Amounts stated in
Canadian Dollars
Total Revenues

3 months ending
Dec. 31, 2020
$16,996

3 months ending
Dec. 31, 2019
$-

YTD ending
Dec. 31, 2020
$24,983

YTD ending
Dec. 31, 2019
$-

The table above reflects the change in revenues for both three-month periods and twelvemonth periods ending December 31, 2020 and December 31, 2019. Revenue in the 2020
Period reflects CBD product sales which was not active in 2019.
OPERATING EXPENSES
Amounts stated in
Canadian Dollars
General and administration

3 months ending
Dec 31, 2020
$81,516

3 months ending
Dec 31, 2019
$565,491

YTD ending
Dec 31, 2020

YTD ending
Dec 31, 2019

$1,240,376

$1,860,491

The table above reflects the three-month and twelve-month change in net operating
expenses as at December 31, 2020 and December 31, 2019. The 2020 YTD decrease is
largely reflective of amounts received from Covid-19 subsidies received as well as decreased
consulting and other expensed as a result of the Company having discontinued operations of
Maxx in June 2020. The three-month period ending December 31, 2020 compared to
comparative period ending December 31, 2019 reflects reduced expenses and timing
differences.
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AMORTIZATION
Amounts stated in
Canadian Dollars
Amortization

3 months ending
Dec 31, 2020
$309,932

3 months ending
Dec 31, 2019
$28,035

YTD ending
Dec 31, 2020
$1,035,359

YTD ending
Dec 31, 2019
$42,959

Amortization for the Year was $1,035,359 (December 31, 2019 – $42,959). The increase in
amortization relates to increases in right-of-use assets and commissioned assets in Kase
Farma and HempCo during 2020.
FINANCE EXPENSES
Amounts stated in
Canadian Dollars
Finance expenses

3 months ending
Dec 31, 2020
$369,712

3 months ending
Dec 31, 2019
$Nil

YTD ending
Dec 31, 2020
$435,232

YTD ending
Dec 31, 2019
$7,808

Finance expenses realized during the Year were $435,232 (December 31, 2019 - $7,808).
Interest increased in relation to loan interest, accretion on the promissory note payable that
has been recorded in accordance with IFRS 9, and lease interest expense due to new leases
entered into in the current year.
INTEREST AND OTHER INCOME
Amounts stated in
Canadian Dollars
Interest and other income

3 months ending
Dec 31, 2020
$1,298

3 months ending
Dec 31, 2019
$48,397

YTD ending
Dec 31, 2020
$143,925

YTD ending
Dec 31, 2019
$147,977

The table above reflects the three-month and the twelve-month changes in interest and other
income at December 31, 2020 and December 31, 2019. The Corporation recorded interest
earned on short and long-term investments and other income of $143,925 as compared to
$147,977 for the comparative period in 2019. Interest revenue earned $139,216. Year end
income earned on investments was $4,709. Increase in interest income reflects amounts
charged and temporary loans advanced during the Year.
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OPERATING INCOME (LOSS)
Amounts stated in
Canadian Dollars
Operating loss

3 months ending
Dec. 31, 2020
$(31,250,634)

3 months ending
Dec. 31, 2019
$765,151

YTD ending
Dec. 31, 2020
$(33,404,434)

YTD ending
Dec. 31, 2019
$(1,887,565)

The Corporation had an operating loss at December 31, 2020 of $(33,404,434) as compared
to $(1,887,565) for the year ending December 31, 2019. The loss is attributable to the loss
recorded on inventory impairment of $15,553,795, loss on fair value impairment of intangibles
of $2,514,485, loss on fair value impairment of goodwill of $13,040,221, and increased
depreciation expense of $1,035,359. Early in 2020 the Canadian hemp market lacked data
and transparency as the market in Canada is in its infancy. As time passed the market
evolved and large price adjustments were made once supply data become known. The
oversupplied market only started to come to fruition as data was released on how many acres
were planted and harvested. The price compression has been exacerbated by the collapse of
prices for CBD Isolate and CBD Distillate which has led buyers to push down on the cost of
the input biomass.
NET INCOME OR LOSS
Amounts stated in
Canadian Dollars
Net income or loss

3 months ending
Dec. 31, 2020
$(35,402,855)

3 months ending
Dec. 31, 2019
$(798,569)

YTD ending
Dec. 31, 2020
$(34,405,456)

YTD ending
Dec. 31, 2019
$(5,518,038)

The net loss for the Year is $(34,405,456) compared to a loss at December 31, 2019 of
$(5,518,038). The 2020 loss is mostly attributable to the operating losses disclosed above
and includes loss amounts for discontinued operations from Maxx of $(2,484,771) and from
Delta $(906,703).
TOTAL ASSETS
Total assets for the Year were $11,135,149 compared to $46,739,123 as at December 31,
2019. The decrease is primarily attributable to funds utilized in the Year, decreases in
accounts receivables and other receivables, and acquisitions of HempCo and Kase Farma,
and net of the divestment of the Maxx Group and Delta.
CURRENT LIABILITIES
Current liabilities are $1,251,897 for the Year as compared to $5,042,569 as at December 31,
2019. The decrease is a result of the disposition of Maxx Group’s related liabilities, net of the
assumption of HempCo’s liabilities.
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LONG TERM LIABILITIES

The Corporation reported long term liabilities for the Year of $5,594,108 (December 31, 2019
– 12,312,926). HTC eliminated $11,893,486 in debt through the disposition of the Maxx
Group. These transactions combined have put HTC in an improved overall debt position.
SHAREHOLDERS’ EQUITY
As at the end of the Year, shareholders’ equity is $4,289,144 as compared to shareholders’
equity of $29,383,628 at December 31, 2019. The change in shareholder’s equity is attributed
to share issuance net of gains on divestment in Maxx Group, write downs of hemp inventory
and impairment of goodwill and intangibles.
CASH FLOW
Cash flows provided by (used in) operating activities were $831,310 for the Year, compared
to $(5,736,902) for December 31, 2019. The change is attributable to 2020 versus 2019 loss
during the periods along with increased gain on the sale of the Maxx Group, net of changes
in amortization and working capital.
CHANGE IN CASH POSITION
The change in cash position was $(4,999,156) at December 31, 2020 and $3,623,775 at
December 31, 2019. The change is primarily attributable to a combination of cash flows used
in operations, acquisitions of property, plant, and equipment and disposition of the Maxx
Group.
ACQUISITIONS
a) On January 28, 2020, HTC acquired all the issued and outstanding shares of California
based Kase from Starling Brands Inc. (“Starling”). The acquisition was made to obtain
access to the Kase technology and brand name and the intangible assets associated with
them. Under IFRS 3, the purchase of Kase did not constitute a business and therefore
this transaction was accounted for as an asset acquisition. In consideration for all the
shares of Kase, HTC paid $1,183,590 (US$900,000) in cash and issued 10,000,000 units
comprised of common shares and common share purchase warrants to Starling. The
units comprised of 1 common share and one half of one common share purchase
warrant. In addition, 620,000 units were issued as a finder’s fee, comprised of 1 common
share and one half of one common share purchase warrant, with each whole warrant
entitling the holder to acquire one common share at a price of $0.70 for a period of 36
months from the completion of the transaction.
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The total consideration paid and the fair value of assets and liabilities acquired
as result of these acquisitions are presented below:
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Kase
Fair value of consideration transferred
Cash
Fair value of shares issued
Fair value of warrants issued
Transaction costs
Total purchase cost
Fair value of assets & liabilities acquired
Intangible Assets (Note 17)

$
1,183,590
2,124,000
353,043
30,000
3,690,633
3,690,633

b) On May 25, 2020, HTC purchased the remaining 22% of Maxx Group of
Companies Corp. (“Maxx”) for a promissory note payable with a face value of
$2,686,200. The promissory note was subject to interest at prime + 0.5%, and had
a maturity date of May 25, 2020. The fair value of the note payable at the date of
issuance was estimated at $2,186,253 (see Note 20). As a result of the Corporation
controlling Maxx before and after the transaction, no gains or losses or changes in
carrying amounts of assets or liabilities were recognized on the change of
ownership interest, instead the change in ownership interest was accounted for
within equity with a corresponding adjustment to deficit of $1,587,547 and to noncontrolling interest of $(3,773,800), which resulted in a total adjustment to equity of
$2,186,253.. As a result, HTC wholly owned Maxx and its subsidiaries (“Maxx
Group”). On June 30, 2020, HTC sold 100% of Maxx Group as part of the
acquisition of HempCo (see (c) below).
c) Effective June 30, 2020, the Corporation acquired 100% of HempCo for
$18,962,514 comprised of 95,000,000 HTC shares with a value of $9,025,000 and
$9,937,514 consideration through the sale of 100% of Maxx shares. KF Kambeitz
Farms Inc. (“KF Farms”) related party due to one common director and held a
minority interest in HempCo at acquisition.
In April 2019, the Board discussed the potential acquisition of HempCo and
authorized director Jeffrey Allison to enter into discussions and to negotiate any
and all transactions with KF Group (as defined herein), or any related entities, as a
counter party to HTC, and to present same to the Board for consideration. The
independent Board members, Wayne Bernakevitch and Garth Fredrickson, met
twice in June 2019, and again in July 2019, to discuss a potential transaction with
HempCo. On September 19, 2019, the Board put in place a Special Committee,
comprised exclusively of directors independent of management of HTC, and a
Special Committee Mandate, for the purpose of amongst other things, reviewing
and assessing various strategic alternatives which may be available to HTC,
including but not limited to strategic alternatives that may involve: (i) entering into
an arrangement or other business combination with a related party (as defined in
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Multilateral Instrument 61-101 ("MI 61-101") of the Corporation; (ii) entering into
a definitive commercial arrangement with a related party of HTC; or (iii) any
combination of the foregoing. The Board memorialized preliminary discussions
concerning a potential mandate of a special committee that were originally
discussed at a meeting of the Board on April 25, 2019, with the intention that this
Special Committee Resolution and Mandate shall supersede and have
paramountcy over any prior agreements, understandings and discussions, whether
oral or written, with respect to the subject matter hereof. From September, 2019 to
November, 2019, the Special Committee met various times and approved a
number of transactions by way of resolution. On November 29, 2019, the chair of
the Special Committee met with the Corporation’s legal advisors to discuss next
steps in the process of acquiring HempCo (“Proposed Transaction”). The Special
Committee appointed the independent, financial advisory firm, Evans & Evans to
provide a comprehensive valuation and a fairness opinion of the Proposed
Transaction. The Special Committee met various times with and without Evans &
Evans, to discuss the Proposed Transaction and the draft reports of Evans &
Evans. On January 27, 2020, the Special Committee, conditional upon the final
report of Evans & Evans and TSX Venture Exchange (“TSX-V”) approval,
authorized and directed HTC to enter into negotiations to agree upon the terms and
conditions of a definitive agreement regarding the Proposed Transaction. On
February 18, 2020 the Special Committee received the finalized comprehensive
valuation of HempCo from Evans & Evans (“Valuation Report”). On February 20,
2020, the Special Committee, in alignment with the Valuation Report and subject to
TSX-V approval, approved a Proposed Transaction pursuant to which HTC would
acquire all the shares of HempCo for approximately $30M (“SPA” or
“Transaction”). On March 9, 2020, Evans & Evans presented the Special
Committee with its fairness opinion regarding the terms of the SPA. On or about
May 11, 2020, HTC send to its shareholders its Management Information Circular,
setting out the terms and conditions of the SPA, for disinterested shareholders’
approval, which disinterested shareholders’ approval was obtained on June 23,
2020, with a 99.98% vote in favour of the Transaction. On July 3, 2020 the
Corporation received final TSX-V and independent Board approval to close the
Transaction.
HempCo was incorporated under the Business Corporations Act (Saskatchewan)
and commenced operations on September 12, 2018. Its head office is located at
#002 - 2305 Victoria Avenue, Regina Saskatchewan.
HempCo processes industrial hemp plants for CBD biomass, other cannabinoids,
and hemp by-products, in Canada. As part of its strategic business plan, HempCo
intended to sell the 2019 harvested and dried hemp biomass to hemp licensed
producers.
The purchase has been accounted for by the acquisition method, with the results of
HempCo included in the Corporation's net earnings from the date of acquisition.
The value of HTC shares of $9,025,000 issued was estimated based on the market
price of shares on the date of issuance. The value of 100% Maxx shares given up
of $9,937,514 was estimated with the reference to the acquisition of 22% interest in
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Maxx in 2020 for the promissory note with a face value of $2,686,200. The fair
value of this note was determined to be $2,186,253 at the date of issuance, using
the discount rate of 10.5% and the remaining term of three years.

Fair value of consideration transferred
Fair value of shares issued
Fair value of Maxx shares
Fair value of assets & liabilities acquired
Cash
Accounts receivable
Prepaid
Inventory
Property and equipment
Right of use assets
Intangibles
Goodwill
Accounts payable and accrued liabilities
Right of use liability
Loans
Deferred tax liability

HempCo
$
9,025,000
9,937,514
18,962,514
10,529
164,831
75,148
14,317,860
2,624,413
296,775
78,850
13,040,221
(627,930)
(279,518)
(7,973,716)
(2,764,949)
18,962,514

The goodwill of $13,040,221 comprises the value of the assembled workforce and
other expected synergies arising from the acquisition.
Transaction costs related to the HempCo acquisition in the Year were $14,250.
These costs were included in general and administration expenses for the year.
For the period from acquisition to December 31, 2020, HempCo accounted for $Nil
in revenues and $360,981 in net loss, excluding impairment amounts net of tax
totaling $28,594,016.
CAPITAL RESOURCES
Share capital:
Authorized:
An unlimited number of common shares
An unlimited number of preferred shares
At December 31, 2020 and 2019, the Corporation had authorized an unlimited number of
common shares and an unlimited number of preferred shares without par value. Common
shares are voting, participating and are not subject to restrictions. As at December 31, 2020
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and the date of this MD&A, 206,983,741 common shares (December 31, 2019 –
101,363,741) were issued and outstanding.
On January 22, 2019, the Corporation issued 6,250,000 units at a price of $0.08 per unit for
the gross proceeds of $500,000. These units were issued to 4 places, two of whom are
directors, and one of whom is an insider of the Corporation. Each unit consists of one
common share and one common share purchase warrant. Each warrant entitles the holder to
purchase one common share of HTC at $0.11 per common share until January 21, 2024. The
warrants value has been determined using a Black Scholes model and recognized in
contributed surplus (see note 23 to the Financial Statements).
On June 4, 2019, HTC announced the issuance of 37,700,000 units at a price of $0.095 per
unit, for the gross proceeds of $3,770,000. Each unit consists of one common share and one
common share purchase warrant. Each warrant entitles the holder to purchase one common
share of HTC at $0.15 per common share for a period of five years after the date of issuance.
Warrants are convertible by HTC, in its discretion, into common shares at the conversion
price of $0.15 per common share, in the event that the common shares trade at $0.80 or
more for 20 or more consecutive trading days on the TSX Venture Exchange Inc. (“TSX-V”).
Proceeds of the private placement have been used for business development, including
hemp biomass toll extraction, processing, and general corporate purposes. The warrants
value has been determined using a Black Scholes model and recognized in contributed
surplus (see Note 23 to the Financial Statements).
On October 22, 2019, HTC announced the issuance of 25,000,000 units at a price of $0.40
per unit, for the gross proceeds of $10,000,000 (“Offering”). Each unit consists of one
common share and one-half of one common share purchase warrant. Each whole warrant
entitles the holder to purchase one common share of HTC at $0.70 per common share for a
period of thirty-six months after the date of issuance, subject to acceleration provisions. If at
any time between the date that is four months and one day from the closing of the Offering
and the expiry date of the warrants, the daily volume weighted average trading price of the
common shares on the TSX-V is greater than $1.00 of the preceding 10 consecutive trading
days, the Corporation shall have the option to accelerate the exercise of these warrants at
the exercise price of $0.70, by delivering a notice to such effect to the holder of the warrants
(the “Acceleration Notice”). In such instance, the warrants will be exercisable until not less
than the 30th day following the delivery of the Acceleration Notice. Proceeds of the Offering
have been used for business development, including hemp biomass toll extraction,
processing, and general corporate purposes. The warrants value has been determined using
a Black Scholes model and recognized in contributed surplus (see Note 23).
On January 28, 2020, HTC announced the issuance of 8,000,000 units and 2,000,000 bonus
units at a price of $0.20 per unit, as part of the purchase of Kase Farma (see Note 4). Each
unit consist of one common share and one half of one common share purchase warrant of
HTC. Each whole warrant is exercisable to acquire one Common Share at a price of $0.70
for a period of 36 months from the completion of the transaction. Each bonus unit consists of
one common share and on half of one common share bonus purchase warrant of HTC. Each
bonus warrant is exercisable to acquire one common share at a price of $1.00 for a period of
36 months from the completion of the transaction. In addition, the units and bonus units

HTC // Management’s Discussion & Analysis

2020

19
(collectively, the “Compensation Units”) are subject to legends restricting their transfer
and which will provide that (i) one-third of the Compensation Units shall become freely
tradeable on the date that is 12 months following the completion of the transaction; (ii) onethird of the Compensation Units shall become freely tradeable on the date that is 18 months
following the completion of the transaction; and (iii) one-third of the Compensation Units shall
become freely tradeable on the date that is 24 months following the completion of the
transaction. The warrants value has been determined using a Black Scholes model and
recognized in contributed surplus (see Note 23 to the Financial Statements).
HTC paid compensation to an arm’s length party, in the form of 620,000 units, at a price of
$0.20 per unit, for the development, negotiation and finalization of the ancillary agreements to
the Kase Farma acquisition (see Note 4). Each unit also consists of one common share and
one half of one common share purchase warrant of HTC. The warrants value has been
determined using a Black Scholes model and recognized in contributed surplus (see Note 23
to the Financial Statements).
Stock options and warrants:
The Corporation has a stock option plan for directors, officers, employees, and consultants
providing for the issuance of options to acquire up to ten percent of the issued and
outstanding common shares of the Corporation. The following table reflects the stock option
activity from March 26, 2019 through December 31, 2020 and the weighted average exercise
price:
As at Dec. 31, 2020
Options
Avg. Price
Outstanding, and exercisable,
beginning of year
Stock options issued
Outstanding and exercisable,
end of year

As at Dec. 31, 2019
Options
Avg. Price

3,483,187
-

$ 0.075
$
-

3,483,187

$
Nil
$ 0.075

3,483,187

$ 0.075

3,483,187

$ 0.075

On March 26, 2019, the Corporation issued 3,483,187 stock options. Each stock option
entitles the holder to purchase one common share of HTC at $0.075 per common share until
March 25, 2029. The fair value of the common share options granted was estimated at the
grant date using an option pricing model and valued at $249,762.
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.
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Date Granted
Number of options granted
Weighted average share price
Risk free interest rate
Expected dividend yield
Expected stock price volatility
Expected option life in years
Estimated forfeiture before exercise
Weighted average fair value of options granted

March 26, 2019
3,483,187
$0.10
1.45%
NIL
85.01%
5
0%
$0.07
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The following table reflects the warrant activity in 2020 and 2019 and the weighted
average exercise price:
As at Dec. 31, 2020
Warrants
Avg. Price
Outstanding, and
beginning of year

exercisable,

Warrants issued
Outstanding and exercisable,
end of year

As at Dec. 31, 2019
Warrants
Avg. Price

60,282,496
5,310,000

$ 0.27
0.76

2,104,546
58,177,950

65,592,496

$ 0.31

60,282,496

$

0 .11
0.27
$ 0.27

On January 22, 2019, the Corporation issued 6,250,000 units. Each unit consists of one
common share and one common share purchase warrant. Each warrant entitles the holder
to purchase one common share of HTC at $0.11 per common share until January 21, 2024.
Warrants are valued at $251,089.
On June 4, 2019, the Corporation issued 37,700,000 units. Each unit consists of one
common share and one common share purchase warrant. Each warrant entitles the holder to
purchase one common share of HTC at $0.15 per common share until June 3, 2024. As the
warrant exercise price was in the money at the date of issuance, the proceeds were allocated
between shares and warrants based on their relative fair value estimate of funds received
and receivable from warrants and prorated over the total estimated value. Warrants are
valued at $1,609,820 and have been adjusted to contributed surplus.
On October 22, 2019, the Corporation issued 25,000,000 units. Each unit consists of one
common share and one-half of one common share purchase warrant. Each whole warrant
entitles the holder to purchase one common share of HTC at $0.70 per whole warrant until
October 21, 2022 subject to acceleration provisions. If at any time between the date that is
four months and one day form the closing of the Offering and the expiry date of the warrants,
the daily volume weighted average trading price of the common shares on the TSX-V is
greater than $1.00 for the preceding 10 consecutive trading days, the Corporation shall have
the option to accelerate the exercise of the warrants at the exercise price by delivering a
notice to holders of the warrants. In such instance the warrants will be exercisable until not
less than the 30th day following the delivery of the Acceleration Notice. The Corporation also
issued an additional 1,727,950 whole broker warrants, for a total of 14,227,950 whole
warrants. Warrants are valued at $2,014,189 and broker warrants at $400,960 and both have
been recorded in contributed surplus.
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On January 28, 2020, HTC announced the issuance of 8,000,000 units and 2,000,000
bonus units as part of the purchase of Kase Farma. Each unit consist of one common share
and one half of one common share purchase warrant of HTC. Each whole warrant is
exercisable to acquire one Common Share at a price of $0.70 for a period of 36 months from
the completion of the transaction. Each bonus unit consists of one common share and on
half of one common share bonus purchase warrant of HTC. Each whole bonus warrant is
exercisable to acquire one common share at a price of $1.00 for a period of 36 months from
the completion of the transaction. In addition, the Compensation Units are subject to legends
restricting their transfer and provide that (i) one-third of the Compensation Units shall become
freely tradeable on the date that is 12 months following the completion of the transaction; (ii)
one-third of the Compensation Units shall become freely tradeable on the date that is 18
months following the completion of the transaction; and (iii) one-third of the Compensation
Units shall become freely tradeable on the date that is 24 months following the completion of
the transaction. Warrants valued at $366,280 have been recorded in contributed surplus.
HTC paid an arm’s length party, compensation in the form of 620,000 units, for the
development, negotiation, and finalization of the ancillary agreements to the Kase Farma
acquisition. Each unit also consists of one common share and one half of one common share
purchase warrant, exercisable at a price of $0.70 for 36 months. Whole warrants valued at
$23,552 have been recorded in contributed surplus.
The Corporation incurred share issuance costs at December 31, 2020 of $30,000 that have
been capitalized (December 31, 2019 - $1,174,176) in connection with the transactions
described above.
The Black Scholes model is used to estimate the fair value of warrants. The Corporation
recognizes warrants as an increase to contributed surplus based on the following
assumptions:
Date Granted
Number of warrants granted
Weighted average share price
Risk free interest rate
Expected dividend yield
Expected stock price volatility
Expected option life in years
Estimated forfeiture before exercise
Weighted average fair value of warrants granted

January 22, 2019
6,250,000
$0.12
1.89%
NIL
81.96%
5
0%
$0.08

Date Granted
Number of warrants granted
Weighted average share price
Risk free interest rate
Expected dividend yield
Expected stock price volatility
Expected option life in years
Estimated forfeiture before exercise
Weighted average fair value of warrants granted

June 4, 2019
37,700,000
$0.25
1.33%
NIL
83.90%
5
0%
$0.19
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Date Granted
Number of warrants granted
Weighted average share price
Risk free interest rate
Expected dividend yield
Expected stock price volatility
Expected option life in years
Estimated forfeiture before exercise
Weighted average fair value of warrants granted

October 22, 2019
14,227,950
$0.46
1.53%
NIL
93.91%
3
0%
$0.23

Date Granted
Number of warrants granted
Exercise price
Risk free interest rate
Expected dividend yield
Expected stock price volatility
Expected option life in years
Estimated forfeiture before exercise
Weighted average fair value of warrants granted

January 28, 2020
4,310,000
$0.70
1.44%
NIL
101.56%
3
0%
$0.08

Date Granted
Number of warrants granted
Exercise price
Risk free interest rate
Expected dividend yield
Expected stock price volatility
Expected option life in years
Estimated forfeiture before exercise
Weighted average fair value of warrants granted

January 28, 2020
1,000,000
$1.00
1.44%
NIL
101.56%
3
0%
$0.08
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Volatility is determined based on the 12 months of the Corporation’s historical trading volume
before the issuance date.
The total fair value of stock options granted to directors, employees and consultants and
related companies of the Corporation and warrants issued through private placement as at
December 31, 2020 was $353,043 (December 31, 2019 - $4,525,820).
At the date of this MD&A, the number of options and warrants has not changed from the
number outstanding at December 31, 2020 as described above.
OFF-BALANCE SHEET ARRANGEMENTS
The Corporation has no off-balance sheet arrangements.
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Related party transactions include transactions with corporate investors who have
representation on the Corporation’s Board.
During the Year, the Corporation paid $15,578 (December 31, 2019 - $53,859) for legal
services from a law firm that a director is a partner of. As of December 31, 2020, there are no
amounts owing to the law firm (December 31, 2019 - $Nil).
Kingsland Energy Corp (“KLE”) is considered a related party due to common directors and
common management. As at December 31, 2019, KLE’s loan balance to HTC was $164,003.
On April 27, 2020, the loan was paid in full. KLE has subcontracted support services from
HTC during the Year for $3,000 (December 31, 2019 - $6,000). At December 31, 2020 there
are no amounts outstanding (December 31, 2019 - $Nil).
EHR Enhanced Hydrocarbon Recovery Inc. (“EHR") is a subsidiary of KLE and is therefore
considered a related party. HTC Purification incurred subcontract expenses for the Year of
$36,000 (December 31, 2019 - $36,000). As of December 31, 2020, there are no amounts
owing (December 31, 2019- $Nil).
Assist is a related party due two common directors. At December 31, 2020, Delta holds 21%
interest in Assist (December 31, 2019 – 18%).
As a result of the acquisition of HempCo on June 30, 2020 (see Note 4 (c)), HTC assumed a
loan payable to KF Kambeitz Farms Inc. (“KF Farms”) of $3,304,742. The loan balance
amounted to $4,261,578 at December 31, 2020 (2019 - $1,159,749) as described in Note 20
to the Financial Statements. As part of the consideration for acquisition of HempCo, HTC
sold 100% of the Maxx shares.
Purely Canada Foods Corp. (formerly PureWest Commodities Inc.) doing business as Purely
Canada Foods (“PC Foods”) is considered a related party due to a mutual director. HTC has
subcontracted support services revenue of $2,100 (December 31, 2019 - $2,100).
KF Aggregates Inc. is considered a related party due to one common director. At December
31, 2020, HTC has made aggregate purchases of $Nil (December 31, 2019 – $840,696). At
December 31, 2020 there are amounts outstanding of $400,835 (December 31, 2019 $400,835) included in accounts payable and accrued liabilities.
KF Solar Electric Inc. is considered a related party due to one common director. At
December 31, 2020, HTC paid $123,691 for services related to constructing the Extraction
Facility. At December 31, 2020, there are amounts outstanding of $45,957 (December 31,
2019 - $Nil).
KF Homestead Properties Inc. (“KFHP”) is considered a related party due to one common
director. KFHP acquired services from HTC for system administrator throughout the Year for
$4,200. At December 31, 2020 there is $263 outstanding (December 31, 2019 - $Nil).
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101288151 Saskatchewan Ltd. dba KF Group of Companies (“KF Group”) is considered a
related party due to one common director. KF Group subcontracts support services from
HTC on a month-to-month basis. At December 31, 2020, HTC has subcontracted support
services revenue of $4,200 (December 31, 2019 - $4,200). At December 31, 2020, there is
$628 outstanding (December 31, 2019 - $459).
These transactions were all conducted in the normal course of business.
CRITICAL ACCOUNTING ESTIMATES
The preparation of the Financial Statements in accordance with IFRS requires management
to make judgments, estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, income, and expenses. Actual results
may differ from these estimates. Revisions to accounting estimates are recognized in the
year in which the estimates are revised and in any future years affected.
Judgment is used mainly in determining whether a balance or transaction should be
recognized in the Financial Statements. Estimates and assumptions are used mainly in
determining the measurement of recognized transactions and balances. However, judgment
and estimates are often interrelated.
Judgments, estimates, and assumptions are continually evaluated and are based on
historical experience and other factors including expectations of future events that are
believed to be reasonable under the circumstances. Revisions to accounting estimates are
recognized in the year in which the estimates are revised and in future periods affected.
These Financial Statements are based on management’s best estimates using information
available. Uncertainty regarding the timing of anticipated large-scale market demand for
carbon capture technology, related legislative incentives, market demand for hemp biomass,
and uncertainty in financial markets has complicated the estimation process. Accordingly, the
inherent uncertainty involved in making estimates and assumptions may impact the actual
results reported in future periods by a material amount.
Use of estimates and judgment – information about judgment, assumptions and estimation
uncertainties that have a significant risk of resulting in a material adjustment are as follows:
Investments classification
As part of the evaluation and identification of significant influence investments, management
must exercise judgment based on current information and in the evaluation and applications
of the accounting pronouncements. Determination of whether an investment should be
classified and accordingly accounted for as a subsidiary, significant influence or equity
investment has a material impact on the financial statements. Management considers all
facts and circumstances in concluding the classification of an investment.
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Fair value measurement of financial instruments
When the fair value of financial assets and financial liabilities recorded in the Statement of
Financial Position cannot be measured based on quoted prices in active markets, their fair
value is measured using valuation techniques including the discounted cash flow method.
The inputs to these models are taken from observable markets where possible.
Asset acquisitions versus business combinations
Management had to apply judgment with respect to whether the acquisitions of Kase Farma
Inc. (“Kase”) and KF Hemp Corp. (“HempCo”) (as defined in Note 4), were asset
acquisitions or business combinations. The assessments required management to assess
the inputs, processes and outputs of the company acquired at the time of acquisition.
Pursuant to the assessment, the Kase acquisition was considered to be an asset acquisition
whereas the HempCo acquisition was considered to be a business combination.
Business Combinations
Estimates are made in determining the fair value of assets and liabilities, including the
valuation of separately identifiable intangibles acquired as part of an acquisition.
Management exercises judgment in estimating the probability and timing of when cash flows
are expected to be achieved, which is used as the basis for estimating fair value. Future
performance results that differ from management’s estimates could result in changes to
liabilities recorded, which are recorded as they arise through profit or loss. Valuations are
highly dependent on the inputs used and assumptions made by management regarding the
future performance of these assets and any changes in the discount rate applied.
Acquisitions that do not meet the definition of a business combination are accounted for as
asset acquisitions. Consideration paid for an asset acquisition is allocated to the individual
identifiable assets acquired and liabilities assumed based on their relative fair values. The fair
value determined for common shares issued for the acquisition of Kase and HempCo are
based on the market price of the common shares on the measurement date. The
measurement date is based on management’s judgment as to when the closing of the
agreement has occurred. Asset acquisitions do not give rise to goodwill.
Asset Impairment
The carrying amounts of the Corporation’s non-financial assets, other than inventories which
are reviewed regularly, are reviewed at each reporting date to determine whether there is any
indication of impairment. If any such indication exists, then the assets’ recoverable amount is
estimated and compared to the carrying amount of the cash generating unit (“CGU”) to which
the asset belongs. There was no impairment in the prior year.
The Corporation’s most significant estimates and assumptions involve values associated with
determining the recoverable amounts of product development costs, property, plant and
equipment, patents, goodwill, and intangible assets. These estimates and assumptions
include those with respect to future cash inflows and outflows, discount rates, asset lives, and
the determination of CGUs.
Management is required to use judgment in determining the grouping of assets to identify
their CGU for the purposes of testing for impairment. CGUs are based on an assessment of
the unit’s ability to generate independent cash inflows. The determination of these CGUs was
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Estimated useful lives and amortization of property, plant and equipment, product
development, patents and intangibles
Amortization of property, plant and equipment, product development, patents and intangibles
are 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 consider factors such as economic and market conditions and
the useful lives of assets.
Inventory Provision
In determining the lower of cost and net realizable value of inventory and in establishing the
appropriate impairment amount for inventory obsolescence, management estimates the
likelihood that inventory carrying values will be affected by changes in market pricing or
demand for the products and by changes in technology or design which could make inventory
on hand obsolete or recoverable at less than the recorded value. Management performs
regular reviews to assess the impact of changes in technology and design, sales trends, and
other changes on the carrying value of inventory. Where it is determined that such changes
have occurred and will have an impact on the value of inventory on hand, appropriate
adjustments are made. If there is a subsequent increase in the value of inventory on hand,
reversals of previous write-downs to net realizable value are made. Unforeseen changes in
these factors could result in additional inventory provisions, or reversals of previous
provisions, being required.
Utilization of Deferred Tax Assets
Uncertainties exist with respect to the interpretation of complex tax regulations, changes in
tax laws and the amount and timing of future taxable income. Given the wide range of
international business relationships and the long-term nature and complexity of existing
contractual agreements, differences arising between the actual results and the assumptions
made, or future changes to such assumptions, could necessitate future adjustments to
taxable income and expenses already recorded. HTC establishes provisions, based on
reasonable estimates, for possible consequences of audits by the tax authorities of the
respective countries in which it operates. The amount of such provisions is based on various
factors, such as experience of previous tax audits and differing interpretations of tax
regulations by the taxable entity and the responsible tax authority.
Such differences of interpretation may arise on a wide variety of issues, depending on the
conditions prevailing in the respective company's domicile. As HTC assesses the probability
for litigation and subsequent cash outflow with respect to taxes as remote, no contingent
liability has been recognized. Deferred tax assets are recognized for all unused tax losses to
the extent that it is probable that taxable profit will be available against which the losses can
be utilized. Significant management judgment is required to determine the amount of deferred
tax assets that can be recognized, based upon the likely timing and the level of future taxable
profits together with future tax planning strategies.
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Contingencies
By their nature, contingencies will only be resolved when one of more future events occur or
fail to occur. The assessment of contingencies inherently involves the exercise of significant
judgment and estimates of the outcome of future events.
Inputs used in Black-Scholes valuation model
The Corporation utilizes the Black-Scholes valuation model in determining the fair value of
stock options and warrants, which requires the Corporation to develop estimates for the
various inputs, including term and volatility.
Expected credit losses
Management determines expected credit losses by evaluating individual receivable balances
and considering customers’ financial condition and current economic conditions. Accounts
receivable are written off when deemed uncollectible. Recoveries of accounts receivable
previously written off are recorded as income when received. All receivables are expected to
be collected within one year of the consolidated statement of financial position date.
Going concern
Determining if the Corporation has the ability to continue as a going concern is dependent on
its ability to realize on its inventory and achieve profitable operations. Certain judgments are
made when determining if and when the Corporation will achieve profitable operations.
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INTANGIBLE ASSETS
Intangible assets subject to
amortization

CO2

Kase

HempCo

Total

Cost
Balance at Dec. 31, 2018
Balance at Dec. 31, 2019
Additions
Assets available for sale
Impairment

$ 1,099,600
1,099,600
(1,099,600)
-

$

3,690,633
(2,514,485)

$

Balance at Dec. 31, 2020

$

$ 1,176,148

$ 78,850

$ 1,254,998

$

27,829
-

$

$ 27,829

$

-

Accumulated amortization
Balance at Dec. 31, 2018
Amortization for the year
Balance at Dec. 31, 2019
Amortization for the year
Assets available for sale

$ 908,074
33,306
$ 941,380
33,306
(974,686)

$
$

324,192
-

Balance at Dec. 31, 2020

$

$

324,192

CO2

Kase

Carrying amounts (by
operating segment)
Balance at Dec. 31, 2018
Amortization
Balance at Dec. 31, 2019
Intangible additions
Amortization
Assets available for sale
Impairment

$ 191,526
(33,306)
158,220
(33,306)
(124,914)
-

Balance at Dec. 31, 2020

$

-

$

3,690,633
(324,192)
(2,514,485)
$ 851,956

78,850
-

$ 1,099,600
1,099,600
3,769,483
(1,099,600)
(2,514,485)

908,074
33,306
$ 941,380
385,327
(974,686)

HempCo
$

78,850
(27,829)
-

$ 51,021

352,021
Total

$

191,526
(33,306)
158,220
3,645,483
(385,327)
(124,914)
(2,514,485)
$ 902,977

CO2 intangibles relate to Delta CleanTech division.
Kase additions are comprised of intellectual capital acquired as part of the acquisition as
noted in Note 4 to the Financial Statements.
HempCo additions are comprised of costs incurred in license applications acquired as part of
the acquisition as noted in Note 4 to the Financial Statements.
Management performed an analysis of the existence of indicators of impairment for intangible
assets at December 31, 2020. No indicators of impairment were noted that would necessitate
an evaluation for an impairment write-down of intangible assets during the Year for those
CGU’s except for Kase and HempCo.
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As at December 31, 2020, the Corporation performed an impairment test on the Kase and
HempCo CGU’s using the fair value less costs of disposal method. The key assumptions
used in the calculation of the recoverable amount relate to the fair value of the assets. These
key assumptions were based on a turnkey valuation of the assets. These values have been
determined in consultation with dealers, guidebooks, and comparative sales. Based on its
analysis, the Corporation determined that the recoverable amount under the fair value less
costs to sell method for the Kase CGU was approximately $3,409,163 and recorded an
impairment charge of $2,514,485 against the carrying value of intangible assets. The
impairment charge was recorded in the Consolidated Statements of Loss and
Comprehensive Loss.
Assets available for sale pertain to the Delta spin-out detailed in Discontinued Operations
Note 36 and Subsequent Events Note 39 to the Financial Statements.
GOODWILL

Total
$

Cost:
Balance, December 31, 2019
Acquisitions
Impairment
Balance, December 31, 2020

13,040,221
(13,040,221)
-

Due to no sales in the period from acquisition of HempCo to December 31, 2020 and in
assessing projected future cash flows, the carrying amount of goodwill recognized on
acquisition of HempCo could not be supported as recoverable as at December 31, 2020. As
a result, the carrying amount of goodwill was written off as impaired.
Operating segments
At December 31, 2020, the Company has one operating segment – HTC Extraction
Systems, which involves processing of hemp biomass and provision of related products and
services. During the year, upon sale of 100% shares of Maxx on June 30, 2020, HTC
discontinued operations of Maxx segment. The Company also discontinued operations
related to provision of services to clean energy industries related to its Delta CleanTech
division.
Geographic Revenues – U.S. Operations
Kase Farma operates out of Ceres, California and makes up the U.S. operations. The following
describes the material foreign revenues and non-current assets of Kase Farma.
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Kase - U.S. Operations
CBD sales
Other income

Dec. 31, 2020
$ 22,976
2,007

Total revenues
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$ 24,983

Non-current assets:
Equipment
Accumulated amortization

$

2,836,513
(398,949)
2,437,564

Leasehold improvements
Accumulated amortization

102,301
(8,734)
93,567

Right of use asset-Lease
Accumulated amortization

272,914
(136,457)
136,457

Intangible assets
Impairment
Accumulated amortization

3,690,633
(2,303,590)
(324,192)
1,062,851

Total non-current assets

$ 3,730,439

Details of non-wholly owned subsidiaries with material non-controlling interest:
The portion of net assets and net loss attributable to Oroverde Genetics Corp. (“Oroverde”)
third party shareholders is reported as non-controlling interests and net loss attributable to
non-controlling interests on the Consolidated Statements of Financial Position and
Consolidated Statements of Loss respectively. Non-consolidated details of the revenue and
expenses associated with Oroverde are summarized above Additional information is as
follows.

Total current assets
Total current liabilities
Loss

December 31, 2020
Oroverde
$ 662,040
-

December 31, 2019
Oroverde
$ 662,040
-

$ (41,571)

$ (11,559)

HTC // Management’s Discussion & Analysis

2020

DIRECTOR AND OFFICER COMPENSATION

31

The key management personnel of the Corporation consist of the executive officers, vice-president,
other senior managers, and members of the Board. Key management personnel include those
persons that have the authority and responsibility for planning, directing, and controlling the activities
of the Corporation, directly or indirectly.
The Corporation had employment agreements with its Chairman and CEO and with its Senior VicePresident and CFO. Yearly compensation was paid in accordance with the remuneration package
agreed upon by the Corporation’s Compensation Committee and the individuals, respectively. These
compensation agreements were terminated effective January 1, 2019 and the severance related
amounts allocated in 2017 were paid out in order to eliminate all the Corporation’s severance related
liabilities for operations prior to December 31, 2018.
HTC entered into 3- and 4-year corporate management consulting agreements in January 2019, with
2 executive managers. Under the terms, HTC can terminate the agreements at any time. These
agreements were terminated April 1, 2020 and new employment contracts were entered into. During
the Year, total compensation for the 2 executive managers, Lionel Kambeitz and Jeffrey Allison, was
$240,575. The employment agreement with director Jeffrey Allison terminated on December 31, 2020.
During the Year, the Corporation paid director compensation in the amount of $3,500 (December 31,
2019 - $8,750) for the attendance of Board and committee meetings. In addition to their salaries,
senior management and directors also participate in the Corporation’s share-based compensation
plans.

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 https://htcextraction.com/newsreleases/.
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 CO2 EOR. For
Kase Farma, risk relates primarily with regulators and customer product acceptance.
The preparation of the 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 Financial
Statements and the reported amounts of revenues and expenses during the Period.
Significant items subject to judgment, estimates and assumptions include: revenue recognition
(judgments on principal versus agent relationship, the identification of performance obligations
within contracts, and estimation of the allocation of transaction price to different performance
obligations), non-financial asset impairment, inventory provision, underlying estimations of
useful lives of depreciable assets, fair value of financial instruments, the utilization of deferred
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tax assets, environmental remediation and contingent liabilities, if any, and inputs used in
Black-Scholes valuation model.
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The 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.
CHANGES IN ACCOUNTING PRINCIPLES
Standards issued but not yet effective
Amendments to IAS 1 - Presentation of Financial Statements ("IAS 1 ")
In January 2020, amendments were issued to IAS 1, which provide requirements for
classifying liabilities as current or non-current. Specifically, the amendments clarify:
•
•
•
•

What is meant by a right to defer settlement;
That a right to defer must exist at the end of the reporting period;
That classification is unaffected by the likelihood that an entity will exercise its deferral
right; and
That only if an embedded derivative in a convertible liability is itself an equity
instrument, would the terms of a liability not impact its classification.

The amendments must be applied retrospectively for annual periods beginning after January
1, 2023. The Corporation will assess the impact, if any, of adoption of the amendment.
CAPITAL DISCLOSURES
The Corporation defines its capital as its shareholders’ equity and long-term debt. There are
no restrictions on the Corporation’s capital.
The Corporation’s capital is summarized as follows:

Shareholders’ equity
Current portion of lease liability
Current portion of long-term liability
Lease liability
Long term debt
Promissory Note
Balance

Dec. 31, 2020
$4,305,083
172,906
188,621
4,459,102
946,385
$10,072,097
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Dec. 31, 2019
$29,383,628
115,693
495,102
419,440
11,893,486
$ 42,307,349
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The Corporation’s objectives when managing capital are to:
• maintain financial flexibility in order to preserve its ability to meet financial obligations;
• deploy capital to provide an appropriate investment return to its shareholders in the
future; and
• maintain a capital structure that allows multiple financing options to the Corporation,
should a financing need arise.
The Corporation’s financial strategy is designed and formulated to maintain a flexible capital
structure consistent with the objectives stated above and to respond to changes in economic
conditions and the risk characteristics of underlying assets. In order to maintain or adjust its
capital structure, the Corporation may issue new shares, raise debt (secured, unsecured,
convertible and/or other types of available debt instruments) or refinance existing debt with
different characteristics.
FINANCIAL RISK MANAGEMENT
Management’s risk management policies are typically performed as a part of the overall
management of the Corporation’s operations. Management is aware of risks related to these
objectives through direct personal involvement with employees and outside parties. In the
normal course of its business, the Corporation is exposed to a number of risks that can affect
its operating performance. Management’s close involvement in operations helps identify risks
and variations from expectations. The Corporation has not designated transactions as
hedging transactions to manage risk. As a part of the overall operation of the Corporation,
Management considers the avoidance of undue concentrations of risk. These risks and the
actions taken to manage them include the following:
Liquidity risk
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:
Dec. 31, 2020
Accounts payable and
accrued liabilities
Lease liability
Long term debt
Promissory note
Balance

< 1 year,

1-2 years

$ 1,028,005
172,906
-

$

37,323
4,459,102
-

$ 1,200,911

$ 4,496,425

3-5 years
$

25,960
900,775
$ 926,735

Thereafter

Total

125,338
-

$ 1,028,005
361,527
4,459,102
900,775

125,338

$ 6,749,409

$

$
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Dec. 31, 2019
Accounts payable and
accrued liabilities
Operating line of credit
Lease liability
Long term debt
Loan
Balance

< 1 year,

1-2 years

$ 1,795,076
2,479,679
129,075
925,515
-

$

129,771
1,042,308
1,159,749

$ 5,329,345

$ 2,331,828

3-5 years
$

174,309
3,398,753
-

$ 3,184,268

$

Thereafter

Total

177,526
11,970,411
-

$
1,795,076
2,479,679
610,681
16,948,193
1,159,749
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$ 12,147,937 $ 22,993,378

Currency risk
Currency risk is the risk that changes in foreign exchange rates may have an effect on future
cash flows associated with financial instruments. With the exception of Kase Farma
operations, 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
Foreign exchange risk is primarily associated with contracts for services and contracts of
supplies and services. With the exception of Kase Farma operations, substantially all the
Corporation’s revenues and expenses are denominated in Canadian dollars, and therefore
isolated from foreign exchange risk.
Interest rate risk
Interest rate risk primarily is associated with interest fluctuations earned on the Corporation’s
cash and marketable securities and paid on long term debt. The Corporation mitigates
exposure by attempting to match rates and terms to expected cash requirements. Interest
risk associated with long term loans is mitigated by arranging terms that extend for multiple
years. A 1% change in the prime interest rate would have an impact of $117,640 on the
Corporation’s income.
Credit risk
Credit risk is the risk of financial loss if a counterparty to a financial transaction fails to meet
its obligations. The Corporation attempts to reduce such exposure to its cash and
marketable securities by only investing in low risk investments with Canadian Chartered
Banks and taking advantage of government guarantees. The Corporation attempts to reduce
its loss on amounts receivable by assessing the ability of the counterparties to fulfill their
obligation under contract prior to entering into the contracts and by the nature of customers
the Corporation deals with. At December 31, 2020, the Corporation had an allowance for
doubtful accounts of $128,600 (December 31, 2019- $128,000).
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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, 2020 and December 31, 2019 is as follows:
Current

Over 90 Days

Total

Aging of accounts receivable at Dec. 31, 2020

$14,550

$10,452

$25,002

Aging of accounts receivable at Dec. 31, 2019

$1,615,594

$39,437

$1,655,031

WORKING CAPITAL
Working capital requirements typically reflect the seasonality of a Corporation. HTC’s sale of
inventory on hand is expected to turn in Q3 of 2021 with cash collections occurring in the
later part of Q3 2021 and into Q4 2021. The continued downward pressure in the hemp
market has contributed to slower moving inventory throughout 2020 and into the early
quarters of 2021, with movement expected to begin in Q3 of 2021. The recent expansion and
capital injection into the cannabinoid extraction market has had the effect of increasing
working capital requirements throughout 2020, which is expected to reduce in 2021. The
continuation of the COVID-19 pandemic may impact the Company’s working capital
requirements.
COMMITMENTS AND CONTINGENCIES
The Corporation rents office facilities on a month-to-month basis under a lease agreement
with KF Group, a related party of the Corporation, with minimum monthly rental payments of
$3,747.
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, and May 10, 2019, the Court of Queen’s Bench of
Saskatchewan, in a summary judgement, awarded preliminary cost recoveries to HTC.
HTC’s subsidiary Kase Farma currently leases production space for its facility for $9,000
USD per month.

HTC // Management’s Discussion & Analysis

2020

36

SUBSEQUENT EVENTS
Delta CleanTech Spin-out

In January 2021, HTC completed the spin-out of its Clean Energy Assets (Note 36) which
were sold for $4,000,000 to a newly incorporated wholly owned subsidiary Delta Clean Tech
Inc. (“Delta”). Then Delta issued new shares for a total of $7,670,000 in cash which
represents 66% of Delta’s outstanding shares and this in substance resulted in a sale in
ownership as HTC lost its 100% control position in Delta as the new shareholders now owned
66% of Delta and HTC held 34%. The Clean Energy Assets consist of all of the intellectual
property and certain contractual agreements for the operation of HTC’s CO2 capture systems
and reclaimer systems.
The $4,000,000 sale proceeds HTC received from Delta were comprised of 20,000,000
common shares issued (“Consideration Shares”) to HTC at a stated price of $0.20 per
common share. The Consideration Shares are subject to a pooling arrangement with a
release schedule over a period of 24 months whereby 10% of the Consideration Shares will
be released upon the listing of the common shares on a recognized stock exchange in
Canada (“Liquidity Event”), 10% of the Consideration Shares are released every three
months following the date of the Liquidity Event and the final 20% of the Consideration
Shares are released 24 months following the date of the Liquidity Event.
No finder’s fees were payable in connection with the Delta sale.
COVID-19
There is a continued global outbreak of the novel strain of coronavirus, specifically identified
as “COVID-19”, which has had a significant impact on businesses through the restrictions put
in place by the Canadian, provincial and municipal governments regarding travel, business
operations and isolation/quarantine orders. At this time, it is unknown the extent of the impact
the COVID-19 outbreak may have on HTC and its subsidiaries as this will depend on future
developments that are highly uncertain and that cannot be predicted with confidence. These
uncertainties arise from the inability to predict the ultimate geographic spread of the disease,
and the duration of the outbreak, including the duration of travel restrictions, business
closures or disruptions, and quarantine/isolation measures that are currently, or may be put,
in place by Canada and other countries to fight the virus. While the extent of the impact is
unknown, the Corporation anticipates this outbreak may cause reduced customer demand,
supply chain disruptions, staff shortages, and increased government regulations, all of which
may negatively impact the Corporation’s business and financial condition.
Signed “Lionel Kambeitz”
LIONEL KAMBEITZ
CHAIRMAN & CEO

Signed “Jeffrey Allison”
JEFFREY ALLISON
SR. VICE- PRESIDENT & CFO
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To the Shareholders of HTC Purenergy Inc. (the “Corporation”)
Management’s Accountability for Management’s Discussion and Analysis and
Financial Statements
The audited annual consolidated financial statements for the period ended December 31, 2020 (the
“Year”) (“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.
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 annual and annual financial statements, the report of the shareholders' auditors, and the annual
and annual management’s discussion and analysis and has delegated authority to approve the annual
filings and makes recommendations to the Board regarding annual filings.
Management has reviewed the filing of the Corporation’s MD&A, Financial Statements, and
attachments thereto. Based on our knowledge, having exercised reasonable diligence, the annual
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 annual filings. Based on our knowledge,
having exercised reasonable diligence, the Financial Statements together with the other financial
information included in the annual 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 annual filings.

Signed “Lionel Kambeitz”
LIONEL KAMBEITZ
CHAIRMAN & CEO

Signed “Jeffrey Allison”
JEFFREY ALLISON
SR. VICE-PRESIDENT & CFO
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Of the Corporation as at December 31, 2020
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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Stock exchange: TSX Venture Exchange Inc.
Stock symbol:

HTC

Common Shares outstanding as of December 31, 2020: 206,983,741
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@htcextraction.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, Scotiabank

Auditors:

Manning Elliott LLP, Vancouver, BC

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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