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NOTICE TO READER  
 

Under National Instrument 51-102, if an auditor has not performed a review of the interim financial 
statements, they must be accompanied by a notice indicating that the financial statements have not 
been reviewed by an auditor. The accompanying unaudited condensed interim financial statements have 
been prepared by management and were not reviewed by the Company's independent auditor.



 

 

ShiftCarbon (Formerly TraceSafe Inc.) 

Condensed Interim Consolidated Statements of Financial Position 
(Expressed in US Dollars-Unaudited) 
  

Notes 
 September 30 

2022 
 December 31 

2021 
ASSETS      
Current assets      

Cash  $ (33,597) $ 356,665 
Restricted term deposits 5   50,724   51,543 
Trade and other receivables 6   172,952   510,245 
Prepaids 7   198,233   343,408 
Inventories 8   426,710   556,962 
Deferred contract asset 14   148,627   209,429 
Total current assets   963,650  2,028,252 
Property and equipment 9   32,160   64,294 
Investment 10   2,419,798  2,202,449 
Total Assets  $ 3,415,608 $ 4,294,995 

 
LIABILITIES AND SHAREHOLDERS’ 
DEFICIENCY 

     

Current liabilities      

Trade payables and accrued liabilities 13 $ 2,387,804 $ 2,387,692 
Deferred revenue 14  358,049  1,154,921 
Loans payable 15  617,135  756,275 
Total current liabilities   3,362,988  4,298,888 
Loans payable 15  2,258,564  - 
Derivative liabilities 15  97,652  - 
Total Liabilities   5,719,204  4,298,888 

 
Shareholders’ Deficiency 

     

Share capital 16  20,587,805  19,840,230 
Reserves 16  1,604,738  898,122 
Accumulated other comprehensive 
income 

  1,208,471  1,279,742 

Deficit   (18,862,525)  (15,806,306) 
Equity attributable to owners of the 
parent 

  4,538,490  6,211,788 

Equity attributable to non-controlling 
interest 

4  (6,842,084)  (6,215,681) 

Total Shareholders’ Deficiency   (2,303,596)  (3,893) 
Total Liabilities and Shareholders' 
Deficiency 

 $ 3,415,608 $ 4,294,995 

Nature and continuance of operations (note 1) 
Commitment (note 22) 
Subsequent events (note 25) 
Approved and authorized for issuance by the Board of Directors on Nov 25, 2022. 

 
“James Passin”  “Wayne Lloyd” 

Director  Director 
The accompanying notes are an integral part of the condensed interim consolidated financial statements.



 

 

ShiftCarbon (Formerly TraceSafe Inc.) 

Condensed Interim Consolidated Statements of Comprehensive Loss 
(Expressed in US Dollars-Unaudited) 

Three months ended September 30  Nine months ended September 30 
 Notes  2022 2021  2022 2021 

Revenue        
Product sales 20 $ 56,192 5,385,642 $  1,041,301  $    9,075,578 
Service income 20  199,827 578,981   1,288,388  1,575,529 

   256,019 5,964,623   2,329,688  10,651,107 
Cost of revenue 20  (52,082) (3,441,996)  (490,466) (7,592,089) 

   203,937 2,522,627  1,839,223 3,059,018 
Operating expenses        
Bad debt expense 6  - 1,460  950 6,460 
Bank Fees   2,151 8,856  8,499 16,223 
Amortization 9,11  8,759 2,206  31,724 4,646 
Research and development 17  57,933 521,692  834,590 1,466,730 
General and administration 17  100,151 186,896  347,362 569,138 
Marketing   17,555 44,411  95,462 168,286 
Personnel 17  610,775 926,426  2,377,233 2,824,865 
Professional fees 17  214,179 (438,750)  1,247,111 93,731 
Regulatory   5,761 2,756  16,653 25,830 
Share-based compensation 16,17  - 127,980  805,045 2,254,266 

   1,017,264 1,383,933  5,764,627 7,430,176 
Operating gain/(loss)   (813,327) 1,138,694  (3,925,404) (4,371,158) 
Other items        

Change in fair value of 
derivative liability 15  (57,416) -  (660,864) - 

Other income 24  (193,706) -  (261,983) (11,891) 
Finance costs 16  245,895 164,575  752,178 408,291 
Foreign exchange   (105,014) (10,623)  (126,660) 12,069 

Net income/(loss)   (703,086) 984,742  (3,628,075) (4,723,719) 
Tax expense   4,519 (20,980)  54,549 39,308 

Net income/(loss) after tax   (707,605) 1,005,722  (3,682,624) (4,763,027) 
Other comprehensive loss        
Exchange differences on 
translation of foreign 
operations 

  
(42,512) -  (71,266) - 

Total comprehensive 
income/(loss) 

 $ (750,116) 1,005,722 $ (3,611,358) $ (4,763,027) 

Total comprehensive 
income/(loss) for the 
period attributable to: 

       

Owners of the parent 
Non-controlling interest 

4 $ (536,912) 
(213,204) 

$     1,224,836 
(219,113) 

$ (2,984,955) 
(626,403) 

$ (2,053,199) 
(2,765,735) 

Total comprehensive loss     $ (750,116) $  1,005,722   $ (3,611,358) $  (4,763,027) 
Income/(loss) per 
share – basic and 
diluted 

 

$ 

 
(0.01) 

 
$      0.03 

  $ 

 
(0.07) 

 
$      (0.05) 

Weighted average number 
of 
shares outstanding- basic 
and diluted 

   
52,163,006 

 
44,911,641 

  
52,163,006 

 
44,911,641 

The accompanying notes are an integral part of the condensed interim consolidated financial statements.



 

 

ShiftCarbon (Formerly TraceSafe Inc.) 
Condensed Interim Consolidated Statements of Changes in Shareholders’ Deficiency 
(Expressed in US Dollars-Unaudited) 

Share Capital   Accumulated Other 
Comprehensive 

Income 

  Equity attributable 
to non-controlling 

interest 

 

 Number of Shares  
Amount 

Obligation to issue shares  
Reserves 

 
Deficit 

Equity attributable to owners of parent  
Total 

Balance, December 31, 2020 35,765,784 $ 15,946,318 $ 820,690 $ 1,752,881 $ 2,195,480 $ (15,916,656) $ 4,798,713 $ 3,514,415 $ 8,313,128 
Shares issued pursuant to acquisition 
agreement 

 
4,400,000 

 
1,848,049 

 
- 

 
- 

 
- 

 
- 

 
1,848,049 

 
(1,848,049) 

 
- 

Options exercised 455,000 166,727 - (72,600) - - 94,127 - 94,127 

Warrants exercised 1,300,170 511,433 - - - - 511,433 - 511,433 

Shares issued for services 1,240,301 566,638 - - - - 566,638 - 566,638 

Stock-based compensation - - - 328,052 - - 328,052 - 328,052 
Performance shares issued 2,550,000 820,690 (820,690)  - - - - - 
Option reserve adjusted due to 
forfeiture  

- 
 

- 
 

- 
 

(1,218,132) 
 

- 
 

1,218,132 
 

- 
 

- 
 

- 
Warrant reserve adjusted from share 
capital  

- 
 

(19,625) 
 

- 
 

22,619 
 

- 
 

- 
 

2,994 
 

- 
 

2,994 
Equity component on convertible 
debenture  

- 
 

- 
 

- 
 

85,302 
 

- 
 

- 
 

85,302 
 

- 
 

85,302 
Remeasurement investment in 
Airbeam 

 
- 

 
- 

 
- 

 
- 

 
(900,255) 

 
- 

 
(900,255) 

 
- 

 
(900,255) 

Translation difference - - - - (15,483) - (15,483) - (15,483) 
Net loss for the year - - - - - (1,107,782) (1,107,782) (7,882,047) (8,989,829) 

Balance December 31, 2021 45,711,255 $ 19,840,230 $ - $ 898,122 $1,279,742 $ (15,806,306) $6,211,788 $ (6,215,681) $ (3,893) 
Shares issued for services 3,102,376 385,203 - - - - 385,203 - 385,203 
Shares issued on conversion of 
promissory notes 

 
336,666 

 
39,272 

 
- 

 
- 

 
- 

 
- 

 
39,272 

 
- 

 
39,272 

Private placement 1,012,709 105,752  11,750   117,502  117,502 
Shares issued for acquisition of Offsety 2,000,000 217,348     217,348  217,348 

Stock-based compensation - - - 805,045 - - 805,045 - 805,045 
Warrants expired    (110,179)   (110,179)  (110,179) 

Translation difference - - - - (71,271) - (71,271) - (71.271) 
Net loss for the period - - - - - (3,056,222) (3,056,222) (626,403) (3,864,069) 

Balance September 30, 2022 52,497,806 $ 20,587,805 $ - $ 1,604,738 $1,208,471 $ (18,862,525) $4,538,490 $ (6,842,084) $ (2,303,596) 

The accompanying notes are an integral part of the condensed interim consolidated financial statements.



ShiftCarbon (Formerly TraceSafe Inc.) 

 

 

 

Condensed Interim Consolidated Statements of Cash Flows 
(Expressed in US Dollars-Unaudited) 

Nine months ended September 30, 
  2022  2021 

Cash provided by (used in):     
Operating activities     
Net loss $ (3,628,075) $ (4,723,719) 
Adjustment to reconcile non-cash items     

Amortization   31,724   75,774 
Finance costs   604,543   - 
Change in fair value of derivative liability   (660,864)   
Shares issued for services   385,497   - 
Share-based compensation   805,045   - 
Foreign exchange   9,637  - 

Changes in working capital     
Trade and other receivables   337,293   518,679 
Prepaids   145,175   731,988 
Inventories   130,252   - 
Trade payables and accrued liabilities  11,028  1,244,178 
Deferred revenue   (796,872)  300,355 
Deferred contract asset   60,802   - 

Net cash used in operating activities  (2,564,818)  (1,852,745) 
 

Investing activities 
    

Purchase of Offsety  (217,349)  - 
Purchase of property and equipment  -  (39,746) 

Net cash used in investing activities  (217,349)  (39,746) 

 
Financing activities 

    

Lease payments  (19,766)  - 
Proceeds from share issuance  105,752  3,012,296 
Proceeds from issuance of convertible debt  3,000,000  - 
Convertible debt transaction costs  (298,865)  - 
Warrants Expired  (110,179)   
Repayment of loan payable  (253,039)  (530,559) 
Proceeds from loan payable  39,272  457,825 

Net cash provided by financing activities  2,463,175  2,939,562 
Change in cash  (318,991)  1,047,071 
Effect of change in foreign exchange rates  (71,271)  (95,246) 
Cash, beginning of period  356,665  605,426 
Cash, end of period $ (33,597) $ 1,557,251 

Supplemental cash flow information (note 23) 
The accompanying notes are an integral part of the condensed interim consolidated financial statements.



ShiftCarbon (Formerly TraceSafe Inc.) 

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE PERIOD ENDED SEPTEMBER 30, 2022 
(Expressed in US Dollars, unless otherwise stated - Unaudited) 
 
 
 

 

 

 

 

1. NATURE AND CONTINUANCE OF OPERATIONS 

ShiftCarbon (the “Company”) is listed on the Canadian Securities Exchange (“CSE”) under the symbol “TSF”. The 
registered office and head office of the Company is Craigmuir Chambers, P.O. Box 71, Road Town, Tortola, British 
Virgin Islands. The Company is developing leading edge solutions for Enterprise, Healthcare, Education, 
Government, and large-scale venue management. 

 
ShiftCarbon provides an intuitive platform for carbon accounting, offsetting and MRV (Measurement, Reporting and 
Verification) automation of carbon offsets using modular software and IoT sensor technology.  For enterprises, 
ShiftCarbon offers a measure and offset platform to embed carbon neutrality into businesses easily and efficiently.  

ShiftCarbon also operates ‘TraceSafe’-a leading connected technology company that offers Internet of Things (IoT) 
solutions. The company provides mission-critical data enabling safer and smarter enterprise environments. With 
presence across North America, Asia and Europe, TraceSafe’s solutions are trusted by leading organizations in 
healthcare, hospitality, construction, events, education and government.  

 
The assessment of the Company’s ability to continue as a going concern, and its ability to fund potential projects 
involves significant judgement based on historical experience and other factors (including expectation of future 
events). The Company’s business involves a high degree of risk and there can be no assurance that current business 
development activity will ultimately result in profitable operations. The Company's continued existence is 
dependent upon its ability to secure future customers and the achievement of profitable operations, and the ability 
of the Company to raise additional financing. These factors indicate the existence of a material uncertainty that may 
cast significant doubt about the Company’s ability to continue as a going concern. These financial statements do not 
reflect adjustments to the carrying values of assets and liabilities, the reported revenue and expenses, and the 
statement of financial position classification used, that would be necessary if the Company were unable to realize 
its assets and settle its liabilities as a going concern in the normal course of operations. Such adjustments could be 
material. 

 
 

2. BASIS OF PREPARATION 
 

The condensed interim consolidated financial statements, including comparatives, have been prepared in 
accordance with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting 
Standards Board (“IASB”) applicable to the preparation of interim financial statements, including International 
Accounting Standard (“IAS”) 34 – Interim Financial Reporting. 

 
These condensed interim consolidated financial statements do not include all of the information required for full 
IFRS financial statements and therefore should be read in conjunction with the Company’s most recent audited 
consolidated financial statements for the year ended December 31, 2021, which were prepared in accordance with 
IFRS as issued by IASB. 

 
The accounting policies and methods of application applied by the Company in these condensed interim consolidated 
financial statements are the same as those applied in the Company’s most recent audited consolidated financial 
statements for the year ended December 31, 2021.



 

 

ShiftCarbon (Formerly TraceSafe Inc.) 
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED SEPTEMBER 30, 2022 
(Expressed in US Dollars, unless otherwise stated - Unaudited) 

 

2. BASIS OF PREPARATION (continued) 
 

The preparation of these condensed interim consolidated financial statements in conformity with IFRS also requires 
management to make estimates and judgements that may have a significant impact on these condensed interim 
consolidated financial statements. Estimates are continuously evaluated and are based on management’s 
experience and expectations of future events that are believed to be reasonable under the circumstances. Actual 
outcomes may differ from these estimates. The critical accounting judgements and estimates were presented in the 
Company’s most recent audited consolidated financial statements for the year ended December 31, 2021 and are 
the same as those applied for the nine months ended September 30, 2022. 

 
These condensed interim consolidated financial statements were authorized for issuance by the Board of Directors 
of the Company on Aug 25, 2022. 

 
Basis of Consolidation 
The consolidated financial statements include the accounts of the Company and its controlled entities. Control exists 
when the Company has power over an investee, exposure or rights, to variable returns from its involvement with 
the investee and the ability to use its power over the investee to affect the amount of the Company’s returns. Details 
of controlled entities are as follows: 

 
Percentage Owned 

 Jurisdiction of 
Incorporation 

September 30, 
2022 

September 30, 
2021 

Jucca Holdings Limited British Virgin Islands - 100% 
Wishland Properties 

Limited 
British Virgin Islands 100% 100% 

TraceSafe Technologies 
Inc. (“TraceSafe Tech”) 

Nevada, United States 8.2% 6.3% 

TraceSafe Asia Pacific Pte 
Ltd. (“TraceSafe Asia”) 

Singapore 70% 100% 

TraceSafe Canada Inc. British Columbia, Canada 100% - 
 

The Company holds 100% of the voting common shares of TraceSafe Tech and therefore has consolidated TraceSafe 
Tech with the equity interest attributable to the non-controlling majority shareholder presented as non-controlling 
interest. (note 5)



ShiftCarbon (Formerly TraceSafe Inc.) 

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED SEPTEMBER 30, 2022 
(Expressed in US Dollars, unless otherwise stated - Unaudited) 

 

 

 

2. BASIS OF PREPARATION (continued) 
 

The Company allotted 30% of the voting shares of the subsidiary, TraceSafe Asia to an executive employee. The 
Company retains 70% of the voting shares. This is required per the local laws of the Republic of Singapore to have a 
local director to manage the day-to-day operations and act as a representative of the Company. Due to certain 
agreements related to this arrangement, the executive agrees, unless authorized by the Company, to not offer, sell, 
contract to sell, grant or sell any option to purchase these shares to any third parties. Upon termination of the 
relationship with the executive and the Company, the Company retains the right to repurchase the voting shares for 
no additional consideration. 

 
On March 1, 2021, TraceSafe Canada Inc. was incorporated in the province of British Columbia, Canada. On January 
19, 2022, Jucca Holdings Limited has been dissolved. 

 
Inter-company balances and transactions are eliminated on consolidation.



ShiftCarbon (Formerly TraceSafe Inc.) 

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE PERIOD ENDED SEPTEMBER 30, 2022 
(Expressed in US Dollars, unless otherwise stated - Unaudited) 

 

 

 

3. BUSINESS COMBINATION 

On April 22, 2020, the Company entered into a Contribution Agreement (the “Agreement”) with WiSilica Inc. 
(“WiSilica”) to purchase TraceSafe, a self-quarantine monitoring technology suite. Pursuant to the Agreement, 
the Company subscribed for 1,160,714 voting common shares of TraceSafe Tech in exchange for $650,000 in 
cash. TraceSafe Tech acquired 100% interest of certain identified assets from WiSilica, including TraceSafe 
technology and the associated inventory, in the consideration of $250,000 payment in cash, a payable for the 
inventory transferred, 4,516,395 non-voting common shares and an aggregate of 1,483,605 preferred shares of 
TraceSafe Tech. The acquisition was completed on May 12, 2020. 

 
As part of the acquisition, TraceSafe Tech and WiSilica also entered into a Support Agreement dated May 5, 
2020, a Transition Services Agreement dated May 12, 2020, a WiSilica Platform License Agreement dated May 
12, 2020, Inventory Purchase Agreement dated May 12, 2020, an Intellectual Property Assignment Agreement 
dated May 12, 2020 and a Bill of Sale Assignment and Assumption Agreement dated May 12, 2020. 

 
The Company determined that the acquisition was a business combination as the acquired assets constitute a 
business as defined under IFRS 3 Business Combinations. The Company owns all the voting common shares of 
TraceSafe Tech and therefore was determined to be the acquirer. Accordingly, the transaction was accounted 
for by applying the acquisition method, whereby the assets acquired and liabilities assumed were recorded at 
their fair values with any excess of the aggregate consideration over the fair values of the identifiable net assets 
allocated to goodwill. Goodwill consists of an organized workforce and synergies relating to the Company’s 
existing technology business. 

 
The purchase price allocation is as follows:   

  Amount 
Total consideration transferred $ 5,864,369 
Assets acquired   
Inventory $ 1,099,014 
TraceSafe technology  1,115,000 
Total identifiable assets acquired  2,214,014 
Goodwill $ 3,650,355 
The total consideration transferred is comprised of the following: 

  Amount 
Cash $ 250,000 
Consideration payable  1,099,014 
Obligation to issue shares  1,998,053 
Contingent consideration in obligation to issue shares  2,517,302 
Total consideration $ 5,864,369 



ShiftCarbon (Formerly TraceSafe Inc.) 

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE PERIOD ENDED SEPTEMBER 30, 2022 
(Expressed in US Dollars, unless otherwise stated - Unaudited) 

 

 

 

3. BUSINESS COMBINATION (continued) 

The total consideration transferred for the acquisition is summarized below: 
 

Obligation to issue shares 

a) Class B non-voting common shares 

TraceSafe Tech issued 4,516,395 Class B non-voting common shares which are convertible into 
Class A common shares of the Company on a 1:1 basis. The fair value of these shares on the date 
of issuance was $1,998,053. The shares were classified as equity in the consolidated financial 
statements. 

b) Class C non-voting preferred shares 

TraceSafe Tech issued 494,535 Class C preferred shares which had a fair value on issuance of $30. 
The Class C preferred shares are contingently convertible into Class B non-voting common shares 
of TraceSafe Tech on a 1:13 basis upon completion of a specific milestone. 

Both the Class B non-voting common shares and the Class C non-voting preferred shares were 
presented in equity as obligation to issue shares as at December 31, 2020. 

 
Contingent consideration in obligation to issue shares 

TraceSafe Tech issued 494,535 Class A preferred shares and 494,535 Class B preferred shares with a 
fair value at issuance of $2,517,272. 

 
The Class A preferred shares were contingently convertible into Class B non-voting common shares of 
TraceSafe Tech  on  a  1:13  basis  if  the  commercialization  of  the  acquired  technology generates 
$500,000 in gross revenues, as recognizable under IFRS, on or before July 31, 2020 (“milestone date”). 

 
The Class B preferred shares were contingently convertible into Class B non-voting common shares of 
TraceSafe Tech on a 1:13 basis upon the procurement of contracts in at least six internationally 
recognized countries, and achieving a minimum annual sales volume of 100,000 units on a pro rata 
basis by July 31, 2020. The contingent consideration was classified as a financial liability measured at 
FVTPL on the acquisition date as the amount will be settled in a variable number of shares. 

 
Performance obligation milestones 

 
By July 31, 2020, the first and second milestone was met. On April 26, 2021, TraceSafe Tech issued 
12,857,910 Class B non-voting common shares to Wisilica in exchange of 494,535 Class A preferred 
shares and 494,535 Class B preferred shares in TraceSafe Tech.



ShiftCarbon (Formerly TraceSafe Inc.) 

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE PERIOD ENDED SEPTEMBER 30, 2022 
(Expressed in US Dollars, unless otherwise stated - Unaudited) 

 

 

 

3. BUSINESS COMBINATION (continued) 

Shares Exchange 
 

The Company issued 4,400,000 Class A common shares to Wisilica in exchange for 4,400,000 Class B 
non-voting common shares in TraceSafe Tech during the year ended, December 31, 2021 (note 17). 
Wisilica holds 12,974,305 Class B non-voting shares as September 30, 2022, representing a non-
controlling interest of 91.8%. 

 
The Company determined the fair value of the contingent consideration on the acquisition date May 
12, 2020 by using Monte Carlo simulation approach applied with the following assumptions, 
incorporated with certain estimate made on projected sale: 

 

Shares of TraceSafe Tech 

Class B 
Common Share 

Class A Preferred 
Share 

Class B Preferred 
Share 

Class C Preferred 
Share 

Stock price of Class A common 
shares of the Company 
applied 

$ 0.61445 $  0.61445 $ 0.61445 $ 0.61445 

Expected annualized volatility 55% 55% 55% 55% 

Discount lack of marketability 28% 28% 28% 28% 

Weighted average cost of capital 12% 12% 12% 12% 

Probability of achieving 
milestone 

 68.32% 20.18% 0.001% 

 
On June 6, 2020, the Company determined there was a change in circumstance with the event of first 
sale and remeasured the fair value of the contingent consideration in obligation to issue shares, which 
comprise of Class A preferred shares and Class B preferred shares, using the following assumptions, 
incorporated with certain estimate made on projected sale: 

 

Shares of TraceSafe Tech 

Class A Preferred Share Class B Preferred Share 

Stock price of Class A common shares of the 
Company applied 

$ 0.89511 $ 0.89511 

Expected annualized volatility 30% 30% 

Discount lack of marketability 22% 22% 

Weighted average cost of capital 12% 12% 

Probability of achieving milestone 100% 50% 



ShiftCarbon (Formerly TraceSafe Inc.) 

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE PERIOD ENDED SEPTEMBER 30, 2022 
(Expressed in US Dollars, unless otherwise stated - Unaudited) 

 

 

 

3. BUSINESS COMBINATION (continued) 

As a result, from the remeasurement on the fair value of the consideration and contingent 
consideration, during the year ended December 31, 2020, the Company recorded a change in the fair 
value of contingent consideration liability of $2,782,081 (note 5) in profit or loss and immediately 
subsequent to the remeasurement, reclassified the contingent consideration from liability to equity. 

 
A summary of the carrying values of the instruments involved in the acquisition measured at the 
various dates is as following: 

 
  Shares of TraceSafe Tech  

 Class B 
Common Share 

Class A 
Preferred Share 

Class B 
Preferred Share 

Class C 
Preferred Share 

 

As at May 12, 2020 
Value $ 1,998,053 $ 1,943,290 $ 573,982 $ 30 

As at June 6, 2020 
Value $ 1,998,053 $ 4,239,480 $ 1,059,873 $ 30 

As at December 31, 2020 
Value $ 1,998,053 $ 4,239,480 $ 1,059,873 $ 30 



ShiftCarbon (Formerly TraceSafe Inc.) 

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE PERIOD ENDED SEPTEMBER 30, 2022 
(Expressed in US Dollars, unless otherwise stated - Unaudited) 

 

 

 

4. NON-CONTROLLING INTEREST 

TraceSafe Tech 
The non-controlling interest represents the non-voting common shares and preferred shares of 
TraceSafe Tech held by non-controlling interest holders and is related to the consideration transferred 
in the acquisition of TraceSafe technology as described in Note 4. The continuity of equity attributable 
to the non-controlling interest is as follows: 

 
For year ended December 31, 2021   

 
Balance, December 31, 2020 

 
$ 

 
3,514,415 

 
Shares issued pursuant to acquisition agreement 
(note 3) 

  
(1,848,049) 

Net loss for the period  (8,032,353) 
Net loss attributable to non-controlling interest  (9,880,402) 

Equity attributable to non-controlling interest $ (6,365,987) 
 
 

For period ended September 30, 2022   

Balance, December 31, 2021 $ (6,365,987) 
Net loss attributable to non-controlling interest         (719,266) 

Equity attributable to non-controlling interest $ (7,085,254) 
 

The following is the summarized statement of financial position of TraceSafe Tech: 
 

  September 30, 2022  December 31, 
2021 

Current:     
Assets $ 645,757 $ 891,249 
Liabilities  (8,088,745)  (15,529,160) 

Total current net 
liabilities 

$ (7,442,988) $ (14,637,911) 

Non-current:     
Assets $ - $ - 

Total non-current 
net assets 

 -  - 

Total net assets $ ( 7,442,988) $ (14,637,911) 



ShiftCarbon (Formerly TraceSafe Inc.) 

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE PERIOD ENDED SEPTEMBER 30, 2022 
(Expressed in US Dollars, unless otherwise stated - Unaudited) 

 

 

 

4. NON-CONTROLLING INTEREST (continued) 

The following is the summarized comprehensive loss of TraceSafe Tech: 
 

Three months ended 
September 30 

 Nine months ended 
September 30 

  2022 2021  2022 2021 

Revenue $ 52,018 4,022,828 $ 1,007,808 7,258,063 
Expenses  (265,338) (3,955,932)  (1,791,428) (9,930,850) 
Total comprehensive loss $ (213,320)          66,897 $ (783,619) (2,672,787) 

 

 
 

TraceSafe Asia 
The non-controlling interest represents the non-voting common shares TraceSafe Asia held by non- 
controlling interest holders and is related to the executive ownership agreement transferred as 
described in Note 3. The continuity of equity attributable to the non-controlling interest is as follows: 

 
For year ended December 31, 2021   

Balance - December 31, 2020 $ - 
Net income attributable to non-controlling interest  150,306 
Equity attributable to non-controlling interest $ 150,306 

 
 

For period ended September 30, 2022   

Balance - December 31, 2021 $ 150,306 
Net income attributable to non-controlling interest  92,863 
Equity attributable to non-controlling interest $ 243,169 
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4. NON-CONTROLLING INTEREST (continued) 

The following is the summarized statement of financial position of TraceSafe Asia: 
 

  September 30, 
2022 

December 31, 
2021 

Current:     
Assets $ 1,155,572 $ 1,036,818 
Liabilities  (240,354)  (615,578) 

Total current net assets $ 915,218 $ 421,240 
 

Non-current: 
    

Assets $ 32,160 $ 64,294 
Liabilities  -  - 

Total non-current net assets  32,160  64,294 
Total net assets $ 947,378 $ 485,534 

 
The following is the summarized comprehensive income of TraceSafe Asia: 

 
Three months ended 

September 30 
 Nine months ended 

September 30 
  2022 2021  2022 2021 

Revenue $ 81,052 3,524,129 $ 1,419,245 $     6,526,702 
Expenses  (139,059) (1,953,268)  (1,109,701) (5,081,305) 
Total comprehensive 
income (loss) 

 
$ 

 
(58,008) 

 
1,570,861 

 
$ 

 
309,544 

 
$    1,455,397 

 

5. RESTRICTED TERM DEPOSITS 
 
 

 Term  September 30, 
2022 

 December 31, 
2021 

CAD$ GIC deposit 1 year $ 21,958 $ 22,777 
USD$ GIC deposit 1 year  28,766  28,766 

  $ 50,724 $ 51,543 
 

The restricted term deposits comprise of fund deposited in two Guaranteed Investment Certificates 
(“GIC”) saving accounts required by the bank for the collateral for the Company’s credit cards. The 
deposits earn interest at 0.10% per annum, both have maturity dates on September 15, 2022 and 
renew automatically so long as the credit cards are in use. During the period ended September 30, 
2022, there was $nil interest income earned on these deposits.
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6. TRADE AND OTHER RECEIVABLES 
 

  September 30, 
2022 

December 31, 
2021 

Trade receivables $ 127,488 $ 586,536 
Taxes receivable  44,268  1,196 
Other receivables (note 9)  1,196  - 

  172,952  578,732 
Less: allowance of doubtful accounts  -  (77,487) 

 $ 172,952 $ 510,245 

During the period ended September 30, 2022, a $950 (2021 - $5,000) bad debt allowance was 
recorded against the trade receivables for the expected credit loss. 

 
7. PREPAID EXPENSES AND DEPOSITS 

 

  September 30, 
2022 

December 31, 
2021 

Prepaid expenses $ 198,233 $ 343,408 
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8. INVENTORIES 
 

  September 30, 
2022 

December 31, 
2021 

Finished goods $ 28,734 $ 36,017 
Work in progress  65,085  74,459 
Raw materials and other supplies  332,891  446,486 

 $ 426,710 $ 556,962 
 

Inventories are written down to net realizable value when the cost of inventories is not estimated to 
be recoverable. The cost of inventories may not be recoverable if those inventories have been 
damaged, become obsolete, selling prices have declined or their estimated costs of completion or the 
estimated costs to be incurred to make the sale have increase. 

 
9. PROPERTY AND EQUIPMENT 

 

Cost Furniture 
and fittings 

Computer 
equipment 

 Right-of- 
use asset 

  
Total 

As at December 31, 2021 and 
September 30, 2022 

$ 19,581 $ 26,114 $ 52,018 $ 97,713 

         
Accumulated Amortization         
As at December 31, 2021 $ 2,216 $ 5,196 $ 26,007 $ 33,419 
Amortization  5,109  8,080  18,949  32,138 
As at September 30, 2022 $ 7,325 $ 13,276 $ 44,956 $ 66,557 

         
Net book value         
As at December 31, 2021 $ 17,365 $ 20,918 $ 26,011 $ 64,294 
As at September 30, 2022 $ 12,256 $ 12,838 $ 7,062 $ 32,156 
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10. INVESTMENT 
 

On March 12, 2019, the Company purchased 9,876,191 Class A Voting Common Shares ("Airbeam 
Shares") of Airbeam Wireless Technologies Inc. ("Airbeam") for total consideration of $882,000 
(CAD$1,185,143). 

The Company has determined it does not have control or significant influence over Airbeam and has 
therefore classified its investment as a financial asset. Further, the Company elected to classify its 
investment in Airbeam as financial asset measured at FVTOCI. During the period ended September 
30, 2022, a $nil, (December 31, 2021 – $900,255 loss) in the change of fair value of the investment in 
Airbeam was recorded. The fair value was determined with reference to the historical transaction 
price of the most recent financing completed as well as the multiple of the most recent fiscal year 
gross revenue. The amount is recognized as other comprehensive income in the consolidated 
statement of comprehensive loss. 

Airbeam is considered a related party as the CEO and director of the Company is also a minority 
controlling independent director of Airbeam. As at September 30, 2022, the Company had an amount 
of $1,196 (2021 - $1,196) receivable from Airbeam. 

On July 13, 2022, the Company issued 2,000,000 common shares to acquire Offsety - a carbon offset 
marketplace for individuals to reduce their carbon footprint by investing in high quality offset credits. 
 

 
 Fair value Cost 

Carrying value at December 31, 2020 $ 3,102,704 $ 882,000 

Remeasurement on investment in Airbeam (900,255) - 
Carrying value at December 31, 2021, and September 30, 
2022 

$ 2,202,449 $ 882,000 

Acquisition of Offsety $ 217,349 $ 217,349 
Carrying value at September 30, 2022 $ 2,419,798 $ 1,099,349 
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11. INTANGIBLE ASSET 

The Company’s intangible asset comprises of the acquired TraceSafe technology. A continuity of the 
intangible asset include the following: 

 
Cost  Amount 

As at December 31, 2021 and September 30, 2022 $ 1,115,000 
   

Accumulated Amortization   

As at December 31, 2020  148,667 

Amortization  216,486 

Impairment  749,847 

As at December 31, 2021 and September 30, 2022 $ 1,115,000 
   

Net book value   
As at December 31, 2021 $ - 
As at September 30, 2022 $ - 

 
12. GOODWILL 

As described in note 4, the Company recognized goodwill of $nil (2020 - $3,650,355) upon the 
completion of the business combination. This goodwill represents the excess purchase price paid by 
the Company over the fair value of net tangible and intangible assets identified in the calculated 
purchase price. The goodwill recognized on acquisition is attributable mainly to the expected future 
growth potential and expanded business operation as a result of the completion of the business 
combination. 

 
The Company tests the recoverability of its goodwill annually, or more frequently if events or changes 
in the circumstances indicate that they might be impaired. As at December 31, 2021, the Company 
performed the annual goodwill impairment test and determined that the recoverable amount was 
significantly less than carrying value of the CGUs that goodwill and intangible assets are attributed to 
and therefore recorded an impairment of the entire balance of the goodwill and intangible assets.
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13. TRADE PAYABLES AND ACCRUED LIABILITIES 
 
 

  September 30, 
2022 

 December 31, 
2021 

Accounts payable $ 1,744,261 $ 1,809,560 
Accrued liabilities  465,996  551,796 
Coupons payable  157,895  - 
Lease liability  6,244  26,336 

 $ 2,374,395 $ 2,387,692 
 

14. DEFERRED REVENUE AND CONTRACT ASSET 

Deferred Revenue 

  September 30, 
2022 

 December 31, 
2021 

Products not shipped, net $ - $ 227,551 
Products and services 
recognized over time 

 358,049  927,370 

Balance, ending $ 358,049 $ 1,154,921 
 

Deferred revenue, also referred as contract liabilities, include cash consideration received upfront at 
the beginning of the contracts. Deferred revenue of a contract is reduced as performance obligations 
are achieved. Performance obligations are achieved when products are shipped to customers or when 
services are rendered. The Company has determined there are no significant financing components 
in the contracts with customers. 

Deferred contract asset 
 

  September 30, 
2022 

December 31, 
2021 

Balance, opening $ 209,429 $ - 
Products and services recognized 
over time 

 (60,802)  209,429 

Balance, ending $ 148,627 $ 209,429 
 

Deferred contract asset, also referred to as contract assets, include the cost of goods and services 
incurred, but the corresponding revenue has been deferred as is being recognized over time.
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15. LOANS PAYABLE 
 

   September 30,  
2022 

 December 31, 
2021 

Balance, beginning $ 756,275 $ 1,467,785 
Additions  3,000,000  3,979,582 
Payments  (253,039)  (5,268,048) 
Interest accrued  430,858  50,756 
Cash interest  46,223  623,643 
Effect of foreign exchange 
translation 

 (47,237)  (12,141) 

Equity component recognized in 
reserves 

  
- 

  
(85,302) 

Derivative component recognized in 
liability 

  
(758,516) 

  
- 

Transaction costs  (298,865)  - 
 $ 2,875,699 $ 756,275 
 

Convertible loans 
 

$ 
 

2,875,699 
 

$ 
 

549,459 
Receivable factoring facilities  -  206,816 

 $ 2,875,699 $ 756,275 
 

The Company issued the following convertible loans as at September 30, 2022: 

On January 10, 2022, the Company secured bridge financing in the amount of $3,000,000 with a face 
value of $3,157,000. This loan is secured by first priority lien of all assets, owned by, and hereafter 
acquired by the Company, guarantee of the Company, and guarantee of each direct and indirect 
subsidiaries. The note bear interest at 12% per annum, payable in cash monthly, and are due to 
mature two years from issuance date and is convertible to common shares of the Company. 
Conversion Price equal to the lesser of (i) 80% of the public offering price in an Uplist Offering or (ii) 
95% of the VWAP for the five day period ending immediately prior to the date of conversion. 

As the Company have the control on event of default to make the note convertible, management has 
determined that there is no conversion feature and this is a debt only instrument, with detachable 
Warrants for 25% warrant coverage. The Company paid cash issuance costs of $400,000, of which 
$298,865 has been allocated to the convertible debenture’s carrying value  and $101,135 has been 
included as interest and finance charges in the statement of loss and comprehensive loss
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15. LOANS PAYABLE (continued) 
 

In addition, there were 2,614,983 warrant units issued eligible to purchase 2,614,983 of common 
shares. The exercise price is 120% of the offering price in any public offering of common shares in the 
US in connection with the listing of the common shares on a national securities exchange in the US 
("Uplist Offering"), provided if the Uplist Offering does not occur within 12 months of the Initial 
Exercise Date, exercise price will be equal to 115% of the VWAP for the 5 day period ending prior to 
date of exercise subject to any minimum price required by CSE rules & policies 

The following table is a continuity of the Company’s derivative liabilities: 
 

 September 30, 
2022 

Balance, beginning - 
Issuance of convertible debt 758,516 
Change in fair value of derivative liabilities (660,864) 
Balance, ending 97,652 

 

The valuation model used to estimate the fair value of the derivative liabilities was the Black-Scholes 
model with the following assumptions: 

 
 September 30, 2022 Issuance, on January 10, 2022 

Expected life (years) 2 2 
Risk-free interest rate 2.31-3.41% 1.26% 
Expected annualized volatility 132-136% 172% 
Dividend yield 0% 0% 
Stock price at grant date CAD$0.13-$0.30 CAD$0.47 
Exercise price CAD$0.13-$0.27 CAD$0.454 
Grant date fair value $0.10-$0.20 $0.36 
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15. LOANS PAYABLE (continued) 
 

The Company issued the following convertible loans as at December 31, 2021: 

On June 9, 2021 the Company issued a convertible note for a principal amount of up to $1,000,000 
CAD, of which $322,192 ($400,000 CAD) have been received as at December 31, 2021. Of that amount, 
$44,094 (CAD $55,970) has been recorded for the convertible equity portion. This loan is unsecured, 
interest at 10.5% per annum, and is due to mature one year from the respective date of issuance and 
at the option of the holder, are convertible into one “TSF Unit” at CAD $0.65 per unit. A “TSF Unit” 
comprises of one common share and one common share purchase warrant, with an exercise price of 
CAD $1.00 with a two-year term. 

On, June 28, 2021, the Company issued a convertible note in the amount of $26,681 (CAD $33,600). 
Of that amount, $3,881 (CAD $4,888) has been recorded for the convertible equity portion. This loan 
is unsecured, interest at 10.5% per annum, and is due to mature one year from the respective date of 
issuance and at the option of the holder, are convertible into one “TSF Unit” at CAD $0.65 per unit. A 
“TSF Unit” comprises of one common share and one common share purchase warrant, with an 
exercise price of CAD $1.25 with a two-year term. 

On October 15, 2021, the Company issued a convertible note in the amount of $247,273 (CAD 
$306,000). Of that amount, $37,327 (CAD $46,336) has been recorded for the convertible equity 
portion. This loan is unsecured, interest at 10.5% per annum, are due to mature one year from their 
respective date of issuance and at the option of the holder, are convertible into one “TSF Unit” at CAD 
$0.65 per unit. A “TSF Unit” comprises of one common share and one common share purchase 
warrant, with an exercise price of CAD $1.25 with a two-year term. 

Receivable factoring facility 

On November 3, 2020, the Company entered into a working capital facility agreement for a factoring 
facility of $1,500,000. Discount fees of 2.7% of the issued invoice amount of purchased receivable for 
0-30 days outstanding and 0.09% of the invoice amount of purchased receivable will be charged to 
the Company per day past thirty days outstanding. The facility can be cancelled at any time by either 
party with 30 days written notice. The Company provided a general security agreement to secure the 
working capital facility. 

 
On June 29, 2021, the Company entered into an amendment of the working capital facility to increase 
the factoring facility by $1,500,000, totaling $3,000,000. Discount fees remain at 2.79%. 

 
As of December 31, 2021, the Company has paid $1,882,907 gross proceeds in this receivable factoring 
facility, net with transaction costs and accrued interest of $474,031. 

 
As of September 30, 2022, the Company has paid $253,039 gross proceeds in this receivable factoring 
facility, net with transaction costs and accrued interest of $nil.
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16. SHARE CAPITAL 
 

Authorized 

The authorized capital of the Company consists of unlimited common shares without par value. 
 

The holders of common shares are entitled to receive dividends (if any), which are declared from time 
to time, and are entitled to one vote per share at the Company’s shareholder meetings. All shares are 
ranked equally with regards to the Company's residual assets. 

Issued 
 

Period ended September 30, 2022 

During the period ended September 30, 2022, 3,102,376 common shares were issued as the payment 
for consulting fees with a fair value of $385,203. 

 
During the period ended September 30, 2022, 2,371,280 common shares were issued as the settlement of 
$39,272 (CAD $50,500) promissory notes with various directors at CAD $0.15 per share. 
 
During the period ended September 30, 2022, 2,00,000 common shares were issued for the acquisition of 
Offsety. 
 
During the period ended September 30, 2022, 1,012,709 common shares were issued for private placement at 
CAD$0.15 per share. 
 

 
Year ended December 31, 2021 

On March 19, 2021, the Company issued 3,000,000 shares to Wisilica, a non-voting majority 
shareholder as per agreement dated April 22, 2020, converting 3,000,000 Class B non-voting common 
shares of TraceSafe Tech (a subsidiary) at total value of $1,260,034. 

On June 16, 2021, the Company issued 1,400,000 shares to Wisilica, a non-voting majority shareholder 
as per agreement dated April 22, 2020, converting 1,400,000 Class B non-voting common shares of 
TraceSafe Tech at total value $588,015. Wisilica has 116,395 Class B common shares of TraceSafe Tech 
remaining. 

During the year ended December 31, 2021, 1,300,170 common shares were issued as a result of the 
exercise of warrants, for gross proceeds of $511,433. 

 
During the year ended December 31, 2021, 455,000 common shares were issued as a result of the 
exercise of options, for gross proceeds of $94,127. 

 
During the year ended December 31, 2021, 1,240,301 common shares were issued as the payment for 
consulting fees with a fair value of $566,638, of which expenses, $156,901 is recorded as prepaid 
expenses.
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16. SHARE CAPITAL (continued) 

Stock options 

Under the terms of the Company’s stock option plan (the “Plan”) all options are granted with an 
exercise price above the closing market price on the day immediately preceding the date of grant. The 
term of options is determined by the Board of Directors and is typically three or five years with a 
maximum term of 10 years. The maximum number of options authorized for issue shall be 10% of the 
outstanding shares in issue at the date of the option grant. 

The continuity of the number of stock options outstanding is as follows: 
 

 Number Weighted average 
exercise price 

Outstanding, December 31, 2020 2,350,000 CAD$ 0.33 
Exercised (455,000) CAD$ 0.26 
Granted 6,076,500 CAD$ 0.60 
Outstanding, December 31, 2021 7,971,500 CAD$ 0.54 
Exercised -  - 
Granted 350,000 CAD$ 0.60 
Forfeitures (1,172,500) CAD$ 0.60 
Outstanding, September 30, 2022 7,149,000 CAD$ 0.54 

 

As at September 30, 2022, the following options were outstanding: 
 

 
 
 

Number of options 

 
 
 

Expiry date 

  
 
Exercise 

price 

Weighted 
remaining 

contractual life 
(years) 

 
Outstanding 

 
Exercisable 

    

1,120,000 1,120,000 October 15, 2023 CAD$ 0.20 1.29 
500,000 500,000 September 15, 2025 CAD$ 0.62 3.22 
200,000 100,000 November 29, 2025 CAD$ 0.40 3.42 
100,000 66,667 January 14, 2026 CAD$ 0.60 3.55 
500,000 500,000 July 19, 2026 CAD$ 0.60 4.05 

3,617,000 1,205,667 December 16, 2026 CAD$ 0.60 4.47 
762,000 - December 16, 2026 CAD$ 0.60 4.47 
350,000 - March 24, 2024 CAD$ 0.60 1.68 

7,149,000 3,492,334     
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16. SHARE CAPITAL (continued) 

Warrants 
 

The continuity of the number of share purchase warrants outstanding is as follows: 
 

  
Number 

 Weighted 
average 

exercise price 
Outstanding, December 31, 2019 - CAD$ - 
Issued 2,676,172 CAD$ 0.50 
Issued 2,280,275 CAD$ 1.45 
Exercised (62,500) CAD$ 0.50 
Outstanding, December 31, 2020 4,893,947 CAD$ 0.94 
Exercised (1,300,170) CAD$ 0.50 
Outstanding, December 31, 2021 3,593,777 CAD$ 1.10 
Issued 2,614,983 CAD$ 0.13 
Issued 1,012,709 CAD$ 0.30 
Expired (1,313,502) CAD$ 0.50 
Expired (2,280,275) CAD$ 1.45 
Outstanding, September 30, 2022 3,627,692  0.18 

 
As at September 30, 2022, the following warrants were outstanding: 

 
 
 

Number of 
warrants 

 
 
 

Expiry date 

  
 
 
Exercise price 

Weighted 
remaining 

contractual life 
(years) 

 
2,614,983 

 
January 10, 2024 

 
CAD$ 

 
0.13 

 
1.28 

1,012,709 August 18, 2024 CAD$ 0.30 1.88 
3,627,692     
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16. SHARE CAPITAL (continued) 

Reserves 
 

Option reserves 
The option reserves record items recognized as stock-based compensation expense and other share- 
based payments upon issuance of stock options until such time that the stock options are exercised, 
at which time the corresponding amount will be transferred to share capital. 

 
  Amounts 

Outstanding, December 31, 2020 $ 1,665,322 
Forfeited  (1,218,132) 
Exercised  (72,600) 
Stock-based compensation  328,052 
Outstanding, December 31, 2021 $ 702,642 
Stock-based compensation  805,045 
September 30, 2022 $ 1,507,687 

 
During the period September 30, 2022, the weighted average price of the options exercised is $0.60 
(December 31, 2021 – $0.60). 

 
The Company applies the fair value method using the Black-Scholes option pricing model in 
accounting for its options granted during the period ended September 30, 2022 and December 31, 
2021. The fair value of each option granted was calculated using the following assumptions: 

 
December 31, 2021 

 
Expected life (years) 5 

Risk-free interest rate 0.42%-1.25% 

Expected annualized volatility 154% - 157% 

Dividend yield 0% 

Stock price at grant date CAD$0.49 – CAD$0.73 

Exercise price CAD$0.60 

Grant date fair value $0.42 - $0.68 
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16. SHARE CAPITAL (continued) 

Reserves (continued) 

Option reserve (continue) 

September 30, 2022 
 

Expected life (years) 2 

Risk-free interest rate 1.46% 

Expected annualized volatility 156% 

Dividend yield 0% 

Stock price at grant date CAD$0.29 

Exercise price CAD$0.60 

Grant date fair value $0.18 

Warrants reserves 

The warrant reserves record the fair value of agent warrants issued until such time that they are 
exercised, at which time the corresponding amount will be transferred to share capital. 

 
Management noted that in the prior year agent warrant transaction, the share price used upon 
exercise was the current date share price ($0.73) and not the share price at grant date ($1.15) 
resulting in an adjustment of $22,619 to the warrant reserve. 

 
  Amounts 

Outstanding, December 31, 2020 $ 87,559 
Agent warrant adjustment  22,619 
Outstanding, December 31, 2021 $ 110,178 
Warrant expired  (110,178) 
Warrant issued  11750 
Outstanding September 30, 2022 $ 11,750 
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16. SHARE CAPITAL (continued) 

Warrants reserve (continue) 
 

The Company applies the fair value method using the Black-Scholes option pricing model in 
accounting for its warrants granted during the period ended September 30, 2022. The fair value of 
each Agent Warrants issued was calculated using the following assumptions: 

 
Expected life (years) 2 

Risk-free interest rate 1.26% 

Expected annualized volatility 172% 

Dividend yield 0% 

Stock price at grant date CAD$0.47 

Exercise price CAD$0.45 

Grant date fair value $0.36 

 
Convertible debt reserves 

 
The convertible debt reserves record the fair value of convertible feature of the convertible debt 
issued until such time that they are exercised, at which time the corresponding amount will be 
transferred to share capital. The Company applies the residual method in accounting for the 
convertible feature for its convertible debt issued . 

 
  Amounts 

Equity component of convertible debt (note 16) $ 85,302 
Outstanding, December 31, 2021 and September 30, 2022 $ 85,302 

 
17. RELATED PARTY TRANSACTIONS AND BALANCES 

Key management compensation 
 

Key management personnel include those persons having authority and responsibility for planning, 
directing and controlling the activities of the Company as a whole. The Company has determined that 
key management personnel consist of members of the Company's Board of Directors and corporate 
officers. The Company incurred the following transactions with directors and key management 
personnel during the periods ended September 30, 2022 and 2021 was as follows:
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17. RELATED PARTY TRANSACTIONS AND BALANCES (continued) 

Key management compensation (continued) 
 

Three months ended September 30  Nine months ended September 30 
  2022 2021  2022 2021 

Management fees $ 265,085 156,187 $ 771,107 639,089 
Professional fees  - -  56,095 22,873 
Stock-based 
compensation 

 - -  459,423 2,113,343 

 $ 265,085 156,187 $ 1,286,625 2,775,305 
 

Transactions with WiSilica 
 

WiSilica is a non-voting majority shareholder of TraceSafe Tech (note 4 and 5), in addition, the Chief 
Executive Officer of TraceSafe Tech is a significant shareholder of WiSilica. The transactions incurred 
with WiSilica include the following: 

 
                                                Three months ended September 30  Nine months ended September 30 
  2022 2021  2022 2021 

Inventory purchases, 
included in costs of 
revenue 

$ 15,550 256,166 $ 88,397 2,280,238 

Research and 
development 

 49,180 496,442  799,296 1,368,333 

Other administration 
cost, included 
general and 
administration 

 11,662 -  115,534 192,297 

 $ 76,392 752,608 $ 1,003,227 3,840,868 
 

The transactions with WiSilica were incurred in the normal course of business pursuant to certain 
transition agreement (note 4). 

 
Related party balances 

 
As the September 30, 2022, there was $287,836 outstanding to WiSilica included in accounts payable 
and accrued liabilities and there was a balance of $1,990 in director fees accrued as payable to 
independent directors of the Company. 

 
As the December 31, 2021, there was $353,510 outstanding to WiSilica included in accounts payable 
and accrued liabilities and a balance of $1,990 in director fees accrued as payable to independent 
directors of the Company
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18.  FINANCIAL RISK AND CAPITAL MANAGEMENT 

Fair value 

Financial instruments measured at fair value are classified into one of three levels in the fair value 
hierarchy according to the relative reliability of the inputs used to estimate the fair values. The three 
levels of the fair value hierarchy are: 

 
Level 1: Values based on unadjusted quoted prices in active markets that are accessible at the 
measurement date for identical assets or liabilities. 
Level 2: Values based on quoted prices in markets that are not active or model inputs that are 
observable either directly or indirectly for substantially the full term of the asset or liability. 
Level 3: Values based on prices or valuation techniques that require inputs that are both 
unobservable and significant to the overall fair value measurement. 

 
The carrying value of the Company’s financial assets and liabilities including cash, restricted term 
deposit, trade and other receivables, trade payables and loans payable included in the consolidated 
statement of financial position at September 30, 2022 and 2021 approximate their fair value due to 
their short terms to maturity. 

 
The investment in Airbeam were measured at its fair value as at December 31, 2021 and 2020. The 
fair value was measured using level 2 input for both December 31, 2021 and 2020. 

 
No transfers occurred between the levels during the year. 

 
Financial risks 

 
The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board 
of Directors approves and monitors the risk management processes, inclusive of documented 
investment policies, counterparty limits and controlling and reporting structures. 

 
Credit Risk 

 
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and 
cause the other party to incur a financial loss. The Company’s primary exposure to credit risk is its 
cash held in bank accounts and trade and other receivables. Cash is deposited in bank accounts held 
with a major bank in Canada. As most of the Company’s cash is held by one bank, there is a 
concentration of credit risk. However, this risk is managed by using a bank that has a high credit quality 
as determined by rating agencies. 

 
Credit risk associated with trade and other receivables are mitigated by the Company by assessing 
the credit quality of the potential customers and monitoring the existing customer. To determine
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18. FINANCIAL RISK AND CAPITAL MANAGEMENT (continued) 

Financial risk (continued) 
 

Credit Risk (continued) 
 

the collectability of a trade receivable, the Company considers any change in credit quality, from the 
date the credit was initially granted to the reporting date. The Company recognizes a loss allowance 
for expected credit losses when there is evidence of impairment exists on an individual and collective 
basis for trade and other receivables. 

 
Liquidity Risk 

 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall 
due. The Company has a planning and budgeting process in place to help determine the funds required 
to support the Company’s normal operating requirements on an ongoing basis. The Company ensures 
that there are sufficient holdings of cash and cash equivalents to meet its short- term exploration and 
evaluation requirements and anticipated operating cash flows. Historically the Company’s sole source 
of funding has been the issuance of equity securities for cash, primarily through private placements. 

 
The Company’s access to financing is always uncertain. There can be no assurance of continued access 
to significant equity funding. 

 
Foreign Exchange Risk 

 
Foreign currency risk is the risk that the fair values of future cash flows of a financial instrument will 
fluctuate because they are denominated in currencies that differ from the respective functional 
currency. The Company’s certain entities, such as the parent company and TraceSafe Asia Pacific Pte 
Ltd. are exposed to currency risk as they may generate revenue or incur expenditures that are 
denominated in a currency other than its functional currency, primarily the US dollar. The Company 
does not hedge its exposure to fluctuations in foreign exchange rates. A 10% fluctuation in the US 
dollar would not have a material impact on the results of the Company. 

 
Interest Rate Risk 

 
Interest rate risk refers to the risk that fair values of future cash flows of a financial instrument will 
fluctuate due to changes in market interest rates. The Company does not have material financial 
assets or liabilities that are exposed to fluctuation of interest rate. As a result, the exposure to interest 
rate risk is not significant.
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19. CAPITAL MANAGEMENT 

The Company manages its capital structure and makes adjustments to it, based on the funds available 
to the Company, in order to support the acquisition, exploration and development of exploration and 
evaluation assets. In the management of capital, the Company includes components of shareholders’ 
equity. The Board of Directors does not establish quantitative return on capital criteria for 
management, but rather relies on the expertise of the Company’s management to sustain future 
development of the business. The business operated by the Company currently is in the development 
stage; as such, the Company is dependent on external financing to fund activities. To carry out planned 
operations and pay for administrative costs, the Company will spend its existing working capital and 
raise additional funds as needed. The Company is not subject to externally imposed capital 
requirements. There were no changes to the Company’s approach to capital management during the 
period. 

 

20. REVENUE AND COST OF REVENUE 
 

Revenue 
 

The Company’s sales strategic focus is to provide a full suite of real-time location management 
services and contact tracing solutions enabled through advanced Bluetooth beacons in a variety of 
form factors. 

 
The revenue generated from different sources during the period ended September 30, 2022 and 
September 30, 2021 are listed below: 

 

Three months ended 
September 30 

 Nine months ended 
September 30 

  2022 2021  2022 2021 

Tracking devices $ 1,790 2,320,444 $ 942,642 4,695,079 
Gateway  15,865 1,874,453  60,122 3,186,203 
System support  238,364 1,774,879  1,326,924 1,784,888 

 $ 256,019 5,969,776 $ 2,329,688 9,666,170 
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Cost of revenue 

The costs of revenue incurred during the period ended September 30, 2022 and September 30, 2021 
were comprised of the following: 

 

 Three months ended September 30 Nine months ended September 30 
  2022 2021  2022 2021 

Product cost $ 1,512  3,321,261 $ 121,698   6,702,246 

Labour cost  - -  - 403,306 
Software costs  52,570 120,735  368,496 486,537 

 $ 52,082 3,010,170 $ 490,466   7,592,089 
 

During the period ended September 30, 2022, the Company reversed a balance payable to a raw 
material vendor of $162,196. 
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21. SEGMENT INFORMATION 

Reportable segments 
 

The Company has two divisions, which are its reportable segments, of TraceSafe technology and 
Investment. Operating segments are components of an entity that engage in business activities from 
which they earn revenues and incur expenses. The TraceSafe technology division focuses on providing 
real-time location management services and contact tracing solutions and the Investment division 
focuses on managing the Company’s strategic investment in Airbeam. 

 
Information related to each reportable segment for the period ended September 30, 2022 and 2021 
is set out below: 

 
Three months ended September 30, 2022 
 TraceSafe 

technology 
 

Investment 
 

Total 
 

Revenue 
 

$ 256,019 
 

$ - 
 

$ 256,019 
Cost of revenue (52,082) - (52,082) 
Net income/(loss) (817,783) - (817,783) 
Other comprehensive loss $ (42,586) $ - $ (42,586) 

 
Nine months ended September 30, 2022 
 TraceSafe 

technology 
 

Investment 
 

Total 
 

Revenue 
 

$ 1,839,223 
 

$ - 
 

$ 1,839,223 
Cost of revenue (490,466) - (490,466) 
Net income/(loss) (3,792,803) - (3,792,803) 
Other comprehensive income $ (71,266) $ - $ (71,266) 

 
Three months ended September 30, 2021 
 TraceSafe 

technology 
 

Investment 
 

Total 
 

Revenue 
 

$ 5,964,623 
 

$ - 
 

$ 5,964,623 
Cost of revenue (3,441,996) - (3,441,996) 
Net income/(loss) 1,005,722 - 1,005,722 
Other comprehensive income $ - $ - $ - 
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21. SEGMENT INFORMATION (continued) 

Reportable segments (continued) 
 

Nine months ended September 30, 2021 
 TraceSafe 

technology 
 

Investment 
 

Total 
 

Revenue 
 

$ 10,651,107 
 

$ - 
 

$ 10,651,107 
Cost of revenue (7,592,089) - (7,592,089) 
Net income/(loss) (4,763,027) - (4,763,027) 
Other comprehensive income $ - $ - $ - 

 
Geographic segments 

 
The Company’s financial information by geography is as follows:  
 
Three months ended September 30, 2022: 
  

Revenue 
Non-current 

assets 
 

Singapore 
 

$ 25,504 
 

$ 26,258 
United States 124,434 - 
Cayman Island 7,667 - 
Canada - - 
British Virgin Island and other 98,414 2,202,449 
Total $ 256,019 $ 2,228,707 

 
Nine months ended September 30, 2022: 
  

Revenue 
Non-current 

assets 
 

Singapore 
 

$ 244,150 
 

$ 26,258 
United States 1,404,428 - 
Cayman Island 21,167 - 
Canada 36,757 - 
British Virgin Island and other 623,186 2,202,449 
Total $ 2,329,688 $ 2,228,707 
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21. SEGMENT INFORMATION (continued) 

Reportable segments (continued) 

Geographic segments (continued)  

Three months ended September 30, 2021: 
  

Revenue 
Non-current 

assets 
 

Singapore 
 

$ 2,209,092 
 

$ 34,746 
United Kingdom 29,425 - 
United States 3,151,106 4,616,688 
Cayman Island 70,500 - 
Canada 148,242 - 
British Virgin Island and other 356,258 3,102,704 
Total $ 5,964,623 $ 7,754,138 

 
Nine months ended September 30, 2021: 
  

Revenue 
Non-current 

assets 
 

Singapore 
 

$ 5,210,748 
 

$ 34,746 
United Kingdom 240,235 - 
United States 3,826,782 4,616,688 
Cayman Island 172,880 - 
Canada 176,255 - 
British Virgin Island and other 1,024,206 3,102,704 
Total $ 10,651,107 $ 7,754,138 

 
22. COMMITMENT 

The Company entered into a lease for its office premise in Singapore. The lease commenced on January 
1, 2021 and has a two-year term expiring on January 1, 2023. The undiscounted minimum lease 
payments for the year are as following: 

 

Fiscal Year Amount 
2022 $ 29,111 
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23. SUPPLEMENTAL CASH FLOW INFORMATION 

The following table summarizes the supplemental cash flow information for the periods ended 
September 30, 2022 and 2021 

 

 September 30, 
2022 

September 30, 
2021 

Interest accrued on debts $ 430,858 $ 129,558 
Interest accrued on lease liability $                   325 $ - 
Cash interest paid $ 46,223 $ - 

 

24. GOVERNMENT ASSISTANCE 
 

During the period ended, September 30, 2022, the Company have received various job-related incentives of 
$151,804 (SGD 214,568) (2021 - $108,259). 

 
The government assistance is recognized when received and is recorded in other income. 

25. SUBSEQUENT EVENT 
 

On Oct 12th, Jasling Ong has resigned her duty as managing director of TraceSafe Asia Pacific Pte Ltd.     
As per executive ownership agreement, the executive shares will be transferred back to ShiftCarbon 
and hence TraceSafe Asia Pacific Pte Ltd. will be 100% owned by the Company. 
 
On Sept 15th, Suresh Singamsetty has resigned duty as Chief Technology Officer of TraceSafe 
Technologies Inc. 
 
On Oct 16th, Dennis Kwan has resigned duty as Chief Executive Officer of TraceSafe Technologies Inc. 
 
On Nov 25th, the Company announced closing of its private placement. There were two tranches combined for 
a total of $656,000 through the sale of 6,560,000 Units at a price of C$0.10 per Unit. The net proceeds from the 
Offering are intended to be used primarily for: (i) costs related to the development and creation of new 
technologies and ShiftCarbon projects and (ii) working capital and general corporate purposes.  
 
 
 


