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EmerGeo Solutions Worldwide Inc. 
Consolidated Balance Sheets 

(Expressed in Canadian Dollars) 

 

June 30, 2010 and March 31, 2010 

(Unaudited) 
 

   June 30, March 31, 

   2010 2010 

Assets (Unaudited) (Audited) 
 
Current:  

Cash and cash equivalents $      402,636 $ 115,564 

Accounts receivable  529,258 1,683,289 

Prepaid expenses and deposits (Note 4) 95,456 116,958 

 1,027,350 1,915,811 

 

Equipment (Note 5) 55,458 68,198 

Intangible assets (Note 6) 296,616 338,130 

  $   1,379,424    $  2,322,139 

 

Liabilities 
 
 
Current: 

Credit facilities (Notes 7(a) and 11) $ 530,381 $ 507,792 

Accounts payable and accrued liabilities (Note 11)  648,067  696,198  

Due to related parties (Note 11) 87,357 87,357 

Deferred revenue 471,446 536,643 

 1,737,251 1,827,990 

 

Long-term debt (Note 8) 1,000,000 1,000,000 

 

 

Shareholders’ Equity (Deficiency) 
 
 
Share capital (Note 9(b)) 3,028,276 3,028,276 

Contributed surplus (Note 9(e)) 877,500 683,354 

Deficit  (5,103,875) (4,100,135) 

 (1,198,099) (388,505) 

 

Non-controlling interest (Note 10) (159,728) (117,346) 

  $   1,379,424 $ 2,322,139 

Nature of Operations and Going Concern (Note 1) 

Commitments (Note 12) 

 

 

 

 

 

 

- See accompanying notes -



 

 

 

EmerGeo Solutions Worldwide Inc. 
Consolidated Statements of Loss and Deficit 

(Expressed in Canadian Dollars) 

 

Three Months Ended June 30, 2010 and 2009 

(Unaudited) 

   2010 2009 
 

 
Sales   $  202,991 $ 494,281 
Cost of Sales 301,595 307,438 
 
 

 (98,604) 186,843 
 

 
Operating expenses: 

General and administration 265,522 245,515 
Sales and marketing 201,884 279,488 
Research and development 158,976 126,611 
Amortization 54,254 38,374 
Stock-based compensation 47,786 89,024 

 
 

 728,422 779,012 
 
 
 

Loss before other items (827,026)           (592,169) 
 
 
Other Items: 

Foreign exchange (28,420)   (13,049) 
Interest expense (49,562)   (1,254) 
Interest and other income 252  6,334 

 

  (77,730)  (7,969) 
 
 
Loss before non-controlling interest (904,756)          (600,138) 
 
Non-controlling interest 42,382  35,499 
 

 
Loss before future income taxes (862,374)          (564,639) 
 
Future income tax expenses -  (4,151) 
 

 
Loss and comprehensive loss for the period (862,374)          (568,790) 

Deficit, beginning of period (4,100,135)        (1,964,215) 

Warrant modification (Note 9(c)) (141,366)  - 
 
 

Deficit, end of period $ (5,103,875) $ (2,533,005) 
 

 

Basic and diluted loss per share $  (0.05) $ (0.03) 

Weighted average number of  
 Shares outstanding 17,210,147 16,751,488 
 

- See accompanying notes -



 

 

EmerGeo Solutions Worldwide Inc. 
Consolidated Statements of Cash Flows 

(Expressed in Canadian Dollars) 

 

Three Months Ended June 30, 2010 and 2009 

(Unaudited) 

 

 2010 2009 
 
Cash provided by (used in): 

Operations: 

 Loss for the period $ (862,374) $ (568,790) 

  Adjustments for -  

  Amortization 54,254 38,374 

  Stock-based compensation 47,786 89,024 

  Non-controlling interest (42,382) (35,499)

  Financing fees 4,994 -

 Changes in non-cash working capital - 

  Accounts receivable  1,154,031   662,814 

  Income tax recoverable - 23,208 

  Prepaid expenses 21,502 10,004 

  Accounts payable and accrued liabilities (48,131) (141,758)

  Deferred revenue (65,197)  (168,094) 
 
 
        264,483   (90,717) 
 
Investing:     

 Purchase of equipment -  (280) 

 Intangible assets  -  (62,779) 
 
 
       -  (63,059) 
 
Financing:         

 Increase in credit facilities 22,589 - 

 Due to related parties  - - 

 Proceeds from issuance of shares - 139,860 

 Share issuance costs  - - 

 Contribution by non-controlling interest - 10,293 
 
 
       22,589 150,153 
 

Increase (decrease) in cash and cash equivalents 287,072  (3,623) 

Cash and cash equivalents, beginning of period 115,564 734,583 
 
 
Cash and cash equivalents, end of period $      402,636 $ 730,960 
 

 

Supplementary information: 

 Cash paid for: 

  Interest $ 39,999 $ 1,254 

   Income taxes $ - $ - 

- See accompanying notes -



EmerGeo Solutions Worldwide Inc. 
Notes to Financial Statements 

(Expressed in Canadian Dollars) 

 

Three Months Ended June 30, 2010 and 2009 

(Unaudited) 
 

 

 

1. Nature of Operations and Going Concern: 

 

EmerGeo Solutions Worldwide Inc. (“the Company or “EmerGeo”) was incorporated on October 16, 1997 

under the laws of British Columbia. The Company is in the business of developing, integrating, selling and 

supporting emergency management, environment health and safety, and security software solutions and 

services. EmerGeo’s own mapping software suite provides reliable, OpenGIS
®
 based mapping solutions that 

help government and industry to mitigate against, prepare for, respond to and recover from potential and 

actual incidents, natural disasters, acts of terrorism or other major events.  

 

These consolidated financial statements are prepared on a basis of accounting principles applicable to a 

going concern, which assumes the realization of assets and satisfaction of liabilities and commitments in the 

normal course of business.  

 

For the three months ended June 30, 2010, the Company had generated revenues of $202,991 as compared to 

$494,281 from the prior period and has an accumulated deficit of $5,103,875, including a loss for the three 

months ended June 30, 2010 of $862,374.  

 

The Company currently has credit facilities (Note 7) and is also actively trying to raise additional funds 

through equity financings, debt financings and other means in order to meet its obligations to March 2011.  

 

The continuation of the Company as a going concern is dependent upon its ability to raise additional 

financing and ultimately attain and maintain profitable operations. To the extent the Company is unable to 

cover its ongoing cash requirements through operations, the Company expects to raise additional financing to 

cover any shortfall. There can be no assurance that such financing and profitability will occur in the amounts 

and with terms expected. These consolidated financial statements do not give effect to adjustments that 

would be necessary to the carrying value and classification of assets and liabilities should the Company be 

unable to continue as a going concern. 

 

In the event that cash flow from operations, if any, together with the proceeds from any future financings are 

insufficient to meet the Company’s current operating expenses, the Company will be required to re-evaluate 

its planned expenditures and allocate its total resources in such a manner as the Board of Directors and 

management deems to be in the Company’s best interest. This may result in a substantial reduction of the 

scope of existing and planned operations. 

 

These consolidated financial statements do not reflect any adjustments, which could be material, to the 

carrying values of assets and liabilities, which may be required should the Company be unable to continue as 

a going concern. 

 



EmerGeo Solutions Worldwide Inc. 
Notes to Financial Statements 

(Expressed in Canadian Dollars) 

 

Three Months Ended June 30, 2010 and 2009 

(Unaudited) 
 

 

 

2. Basis of Preparation and Consolidation: 

 

These unaudited interim consolidated financial statements have been prepared in accordance with generally 

accepted accounting principles (“GAAP”) in Canada. They do not include all of the information and 

disclosures required by Canadian GAAP for annual financial statements. In the opinion of management, all 

adjustments considered necessary for fair presentation have been included in these financial statements. The 

unaudited interim consolidated financial statements should be read in conjunction with the Company’s 

audited consolidated financial statements including notes thereto as at and for the year ended March 31, 

2010.  

 

The accounting policies followed by the Company are set out in note 2 to its audited consolidated financial 

statements for the year ended March 31, 2010 and have been consistently followed in the preparation of 

these consolidated financial statements. 

 

These consolidated financial statements include the accounts of the Company and its wholly-owned 

subsidiaries, EmerGeo Solutions Inc., 0799998 BC Ltd., EmerGeo Solutions (US) Inc. and its 49% owned 

subsidiary, EmerGeo Software Solutions Middle East LLC (“EmerGeo Middle East”). The Company is also 

entitled to 80% of EmerGeo Middle East’s net profit/losses. All intercompany amounts and transactions 

have been eliminated on consolidation. 

 

3. Future Accounting Pronouncements: 

 

(a) International Financial Reporting Standards (IFRS): 

 

In 2006, the Canadian Accounting Standards Board (AcSB) published a new strategic plan that will 

significantly affect financial reporting requirements for Canadian companies. The AcSB strategic plan 

outlines the convergence of Canadian GAAP with IFRS over an expected five year transitional 

period. In February 2008, the AcSB announced that 2011 is the changeover date for publicly 

accountable companies to use IFRS, replacing Canadian GAAP. This date is for interim and annual 

financial statements relating to fiscal years beginning on or after January 1, 2011. The transition date 

of January 1, 2011 will require the restatement for comparative purposes of amounts reported by the 

Company for the year ended March 31, 2011. 

 

The Company has completed a preliminary assessment of how each IFRS standard impacts the 

financial statements. It was initially determined that the area of accounting difference that will likely 

be impacted based on existing IFRS will be property and equipment (measurement and valuation), 

stock-based compensation and the initial adoption of IFRS under the provisions of IFRS 1 

“First-Time Adoption of IFRS”. In addition, the Company anticipates a significant increase in 

disclosure resulting from the adoption of IFRS and is continuing to assess the level of disclosure 

required. 



EmerGeo Solutions Worldwide Inc. 
Notes to Financial Statements 

(Expressed in Canadian Dollars) 

 

Three Months Ended June 30, 2010 and 2009 

(Unaudited) 
 

 

 

3. Future Accounting Pronouncements (continued): 

 

(b) Multiple deliverable revenue arrangements: 

 

EIC-175 replaces EIC-142 Revenue arrangements with multiple deliverables for all revenue 

arrangements with multiple deliverables entered into or materially modified in the first annual 

arrangement consideration at the inception of an arrangement to all deliverables using the relative 

selling price method. It also changes the level of evidence of the standalone selling price required to 

separate deliverables when more objective evidence of the selling price is not available. Given the 

requirement to use the relative selling price method of allocating arrangement consideration, the use 

of the residual method is prohibited. Early adoption of this abstract is permitted. An entity can 

continue to apply EIC-142 until EIC-175 becomes effective. The Company expects to adopt this 

standard on April 1, 2011. 

 

4. Deposits: 

 

Deposits consist of investments which have maturity dates beyond three months. Included in prepaid 

expenses and deposits is a guaranteed investment certificate of $40,000 (March 31, 2010 - $40,000) which 

has a maturity date beyond three months and is secured against the Company’s corporate credit cards. 

 

5. Equipment: 

      

  Accumulated   

June 30, 2010      Cost       Amortization       Net 

 

Computer hardware $   136,121 $   94,346    $   41,775  

Computer software  43,014  37,688 5,326 

Office furniture  9,645  3,807 5,838 

Office equipment  6,786  4,267 2,519 

  $   195,566 $  140,108  $  55,458 

 

  Accumulated   

March 31, 2010      Cost       Amortization       Net 

 

Computer hardware $   136,121 $   86,649    $   49,472  

Computer software  43,014  33,693 9,321 

Office furniture  9,645  3,325 6,320 

Office equipment  6,786  3,701 3,085 

  $   195,566 $  127,368  $  68,198 



EmerGeo Solutions Worldwide Inc. 
Notes to Financial Statements 

(Expressed in Canadian Dollars) 

 

Three Months Ended June 30, 2010 and 2009 

(Unaudited) 
 

 

 

6. Intangible Assets:  

  

 

June 30, 2010 

 

Cost 

Accumulated 

Amortization 

 

Impairment loss 

 

Net 

     

Technology assets $       498,262 $       201,646 $            - $       296,616 

Website 33,750 17,813 15,937 - 

eLearning programs 51,400 28,383 23,017 - 

 $       583,412 $       247,842 $        38,954 $       296,616 

 

 

March 31, 2010 

 

Cost 

Accumulated 

Amortization 

 

Impairment loss 

 

Net 

     

Technology assets $       498,262 $       160,132 $            - $       338,130 

Website 33,750 17,813 15,937 - 

eLearning programs 51,400 28,383 23,017 - 

 $       583,412 $       206,328 $        38,954 $       338,130 

 

 During the year ended March 31, 2010, the Company discontinued the eLearning business section and 

re-developed the Company’s website. As a result, an impairment loss of $38,954 (2009 - $nil) is recognized 

during the year ended March 31, 2010.  

 

7. Credit Facilities: 

 

(a) EmerGeo Middle East has been granted a US$500,000 line of credit facility by its joint venture 

partner, Atlas Communications Establishment. The loan has a term of one year and bears interest at 

4.5% over and above Emirates interbank offered rate per annum compounded daily. EmerGeo Middle 

East shall repay all principal and accrued interest not later than September 30, 2010 and in case of a 

default an additional 2% will be charged on the loan. The loan is secured by a guarantee from the 

Company. As at June 30, 2010, the line of credit had a balance of $530,381 (March 31, 2010 - 

$507,792) and during the three months ended June 30, 2010, the Company accrued interest of $9,563 

(2009 - $nil) on this loan. 

 

(b) The Company has an operating line of credit with a maximum limit of $150,000. As at June 30, 2010, 

the line of credit had a balance of $nil (March 31, 2010 - $nil) and bears interest at the rate equal to 

Royal Bank prime rate plus 1.8%. The credit facility is secured by a first priority lien on the assets of 

the company including, but not limited to, inventory, equipment, accounts receivable, chattel paper, 

documents of title, contractual rights and insurance claims, all patents, industrial designs, trade-marks, 

trade secrets and know-how, and all proceeds and renewals thereof. 



EmerGeo Solutions Worldwide Inc. 
Notes to Financial Statements 

(Expressed in Canadian Dollars) 

 

Three Months Ended June 30, 2010 and 2009 

(Unaudited) 
 

 

 

8. Long-Term Debt:  

 

The Company obtained a $1,000,000 loan pursuant to a loan agreement dated November 5, 2009. The loan 

has a term of three years and bears interest at a rate of 16% per annum. The loan is secured by General 

Security Agreements from the Company and the Company’s wholly-owned subsidiary, EmerGeo Solutions 

Inc., and by a guarantee from EmerGeo Solutions Inc. As additional consideration for the loan, the Company 

issued 400,000 share purchase warrants to the lender. Each share purchase warrant entitles the lender to 

acquire a common share of the Company at a price of $0.50 per share for a period of three years expiring 

November 5, 2012. (Note 9(c)). During the three months ended June 30, 2010, the Company paid or accrued 

interest of $39,999 (2009 - $nil) on this loan. 

 

9. Share Capital:  

 

(a) Authorized - 

 

Unlimited Common shares without par value. 

 

(b) Issued and Fully Paid -  

  

 Number  

   of Shares  Amount    

Balance, March 31, 2009 16,710,647 $ 2,888,416 

 Exercise of warrants 499,500  139,860 

Balance, March 31, 2010 and June 30, 2010 17,210,147 $ 3,028,276 

 

(c) Warrants - 

 

Each whole warrant entitles the holder to purchase one common share of the Company: 

 

 Number of  Weighted Average 

 Warrants  Exercise Price 

Balance, March 31, 2009 3,031,325 $ 0.87 

 Issued (Note 8) 400,000  0.50 

 Cancelled (696,500)  0.31 

 Exercised (499,500)  0.28 

Balance, March 31, 2010 and June 30, 2010   2,235,325 $     1.11 

 

During the three months ended June 30, 2010, the Company amended the terms of its 1,220,325 share 

purchase warrants. The original terms specified that each whole warrant was exercisable into one 

common share at a price of $1.50 per share expiring on June 18, 2010. The Company amended the 

warrant exercise price from $1.50 per share to $0.40 per share and amended the expiry date from June 

18, 2010 to June 18, 2013. The amended warrants contain a forced provision exercise whereby the 

warrant holders will be required to exercise their warrants within a period of 30 days if the Company’s 

common shares close at or above $0.50 for ten consecutive trading days, otherwise the warrants will, if 

not exercised, expire at the end of such 30 day period.  



EmerGeo Solutions Worldwide Inc. 
Notes to Financial Statements 

(Expressed in Canadian Dollars) 

 

Three Months Ended June 30, 2010 and 2009 

(Unaudited) 
 

 

 

9. Share Capital (continued):  

 

 (c) Warrants (continued) - 

 

The Company calculated the fair value of the warrant amendment using the Black-Scholes valuation 

model to be $141,366. The effect of this was to increase contributed surplus and deficit by $141,366. 

The following weighted average assumptions were used in the valuation: 

   

  Risk-free interest rate 1.67% 

  Expected life 3 years 

  Annualized volatility 91.04% 

  Dividend rate 0.00% 

 

During the year ended March 31, 2010, the Company extended the expiry date from December 7, 

2009 to December 7, 2012 for 615,000 outstanding warrants that were issued in connection with a 

non-brokered private placement completed by the Company on December 7, 2007. No other terms of 

the warrants were amended. 

 

The Company calculated the fair value of the warrant extension using the Black-Scholes valuation 

model to be $105,348. The effect of this was to increase contributed surplus and deficit by $105,348. 

The following weighted average assumptions were used in the valuation: 

   

  Risk-free interest rate 1.13% 

  Expected life 3 years 

  Annualized volatility 97.57% 

  Dividend rate 0.00% 

 

On November 5, 2009, the Company issued 400,000 share purchase warrants at a fair value of $0.15 

per share (Note 8). During the three months ended June 30, 2010, $4,994 (2009 - $nil) in financing fees 

was recorded in the statements of operations for these warrants. The fair value of the warrants was 

determined using the Black-Scholes option pricing formula based on the following assumptions: 

expected dividend yield 0%; risk free interest rate 1.3%; expected life of warrants 3 years; expected 

stock price volatility 97%.  

 

Share purchase warrants outstanding at June 30, 2010 are as follows: 

 

Number of Shares Exercise Price Expiry Date 

    615,000 $0.75  December 7, 2012 
(1)

 

 1,220,325  $0.40  June 18, 2013 
(2)

 

 400,000 $0.50  November 5, 2012 

 2,235,325 
 

(1) The term of these warrants was extended from December 7, 2009 (two years) to December 7, 2012 (five 

years).  
(2) The term of these warrants was extended from June 18, 2010 (two years) to June 18, 2013 (five years).  



EmerGeo Solutions Worldwide Inc. 
Notes to Financial Statements 

(Expressed in Canadian Dollars) 

 

Three Months Ended June 30, 2010 and 2009 

(Unaudited) 
 

 

 

9. Share Capital (continued):  

 

 (d) Options - 

 

On October 1, 2009, the Company established a new stock option plan, which provides that the Board 

of Directors of the Company may from time to time, in its discretion, and in accordance with the 

Exchange requirements, grant to directors, officers, employees and technical consultants to the 

Company, non-transferable options to purchase common shares, provided that the number of common 

shares reserved for issuance will not exceed twenty percent (20%) of the issued and outstanding 

common shares of the Company. The options will be exercisable for a period of up to ten years from 

the date of grant. The number of common shares reserved for issuance to any individual director or 

officer will not exceed ten percent (10%) of the issued and outstanding common shares and the number 

of common shares reserved for issuance to any one person will not exceed five percent (5%) of the total 

number of issued and outstanding shares. Any option granted under the plan which have been cancelled 

or terminated in accordance with the terms of the plan without having been exercised will again be 

available under the plan.  

 

A summary of the status of the options outstanding is presented below: 

 

 Number of  Weighted Average 

 Options  Exercise Price 

Balance, March 31, 2009     1,595,000 $  0.48 

 Granted 85,000  0.50 

 Cancelled (225,000)  0.49 

Balance, March 31, 2010   1,455,000        0.48 

 Granted 1,035,000   0.18 

Balance, June 30, 2010   2,490,000  $   0.35 

 

Stock options outstanding and exercisable at June 30, 2010 are as follows: 

 

 Outstanding     Exercise Price   Expiry Date        Exercisable   

 540,000 $0.34 July 8, 2017
(1)

 540,000 

 400,000 $0.56 May 2, 2013 400,000 

 15,000 $1.12 May 13, 2013 15,000 

 50,000 $0.95 September 2, 2013 50,000 

 365,000 $0.50 January 21, 2014 319,375 

 85,000 $0.50 April 13, 2019 63,750 

 1,035,000 $0.18 May 19, 2020 258,750 

 2,490,000   1,646,875 

 
(1) The term of these stock options was extended from July 8, 2012 (five years) to July 8, 2017 (ten years).  



EmerGeo Solutions Worldwide Inc. 
Notes to Financial Statements 

(Expressed in Canadian Dollars) 

 

Three Months Ended June 30, 2010 and 2009 

(Unaudited) 
 

 

 

9. Share Capital (continued):  

 

(d) Options (continued) - 

 

During the three months ended June 30, 2010, under the fair-value-based method $47,786 (2009 - 

$89,024) in compensation expense was recorded in the statements of operations for stock options 

granted to employees and consultants of the Company. 

 

The stock-based compensation costs reflected in these financial statements were calculated using the 

Black-Scholes option pricing model using the following weighted average assumptions: 

 

 2010   2009  

Risk free interest rate 1.56% 2.10%      

Expected dividend yield 0% 0%      

Expected stock price volatility 90.45% 119.13%      

Expected life of options 3 years 6.99 years      

 

The weighted average fair value of options granted during the three months ended June 30, 2010 was 

$0.10 (2009 - $0.42) per share. 

 

(e) Contributed surplus - 

 

A continuity of contributed surplus is as follows: 

   

   June 30, 2010  March 31, 2010 

Balance, beginning of period $    683,354 $ 378,021 

 Stock-based compensation 47,786 191,737 

 Warrant modification (Note 9(c)) 141,366 105,348 

 Warrants issued for long-term debt (Note 8) 4,994 8,068 

Balance, end of period $ 877,500 $ 683,354 

 

(f) Escrow shares - 

 

As at June 30, 2010, 4,095,000 (March 31, 2010 - 4,725,000) common shares of the Company are 

subject to escrow.  



EmerGeo Solutions Worldwide Inc. 
Notes to Financial Statements 

(Expressed in Canadian Dollars) 

 

Three Months Ended June 30, 2010 and 2009 

(Unaudited) 
 

 

 

10. Non Controlling Interest: 

 

The following details the non-controlling interest balance in EmerGeo Middle East at June 30, 2010: 

 

   June 30, 2010  March 31, 2010 

Balance, beginning of period $   (117,346) $ - 

 Investment in EmerGeo Solutions Middle East LLC - 10,293 

 Net loss attributable to non-controlling interest (42,382) (127,639) 

Balance, end of period $ (159,728) $ (117,346) 

 

11. Related Party Transactions: 

 

During the three months ended June 30, 2010 and 2009, in addition to a related party transaction described 

in note 7(a), the Company entered into the following transactions with related parties: 

 

(a) Paid or accrued $6,000 (2009 - $18,000) for professional fees to a company controlled by an officer of 

the Company. 

 

(b) Paid or accrued $93,334 (2009 - $60,000) for wages to two directors and officers of the Company.  

 

(c) Paid or accrued $5,339 (2009 - $16,913) for legal fees to a company controlled by an officer of the 

Company. 

 

(d) Paid or accrued $9,500 (2009 - $15,000) for office, rent and administration to companies having an 

officer in common. 

 

(e) Paid or accrued $46,667 (2009 - $nil) for consulting fees to a director of the Company. 

 

As at June 30, 2010, included in accounts payable and accrued liabilities was $83,201 (March 31, 2010 - 

$8,549) due to directors, officers, related companies of directors and officers and to companies having a 

director and officer in common.  

 

As at June 30, 2010, the amount due to a company owned by a former director of $87,357 (March 31, 2010 - 

$87,357) was unsecured, non-interest bearing and without fixed terms of repayment.  

 

These transactions are in the normal course of business operations and are measured at the exchange amount, 

which is the amount of consideration established and agreed to by the related parties. 



EmerGeo Solutions Worldwide Inc. 
Notes to Financial Statements 

(Expressed in Canadian Dollars) 

 

Three Months Ended June 30, 2010 and 2009 

(Unaudited) 
 

 

 

12. Commitments: 

 

The Company has operating lease agreements for the rental of premises, a vehicle and equipment. The 

minimum future annual rental payments under the leases are as follows: 

 

2011 $  72,360 

2012 1,773 

 $ 74,133 

 

13. Financial Instruments: 

 

The risk exposure is summarized as follows: 

 

(a) Credit risk - 

 

Credit risk is the risk of loss resulting from the failure of a customer or counterparty to meet its 

contractual obligations to the Company. The carrying amount of financial assets represents the 

Company’s estimate of maximum credit exposure. 

 

The Company’s credit risk is primarily attributable to its cash balances and accounts receivable. The 

Company’s cash equivalents are held in Guaranteed Investment Certificates and are held on deposit 

with Schedule 1 banks or equivalent, with the majority of its cash held in Canadian based banking 

institutions, authorized under the Bank Act to accept deposits, which may be eligible for deposit 

insurance provided by the Canadian Deposit Insurance Corporation.  

 

The Company sells the majority of its products and services to government agencies responsible for 

emergency management within their jurisdictions, as well as to companies in industries responsible for 

their own emergency management programs, such as oil and gas, utilities, and forestry, located in 

Canada, United States, and the Middle East. The Company’s exposure to credit risk associated with 

non-payment by customers of this nature to be limited, but may be affected by conditions or 

occurrences within its industry and the global marketplace. The Company closely monitors extensions 

of credit and performs ongoing credit evaluations of its customers’ financial condition to manage its 

credit risk exposure. The Company believes it maintains adequate provisions for potential credit losses. 

The amounts disclosed in the consolidated balance sheet are net of allowances for doubtful accounts, 

estimated by the Company’s management, based on prior experience and an assessment of current 

financial conditions of customers, as well as the general economic environment. As of June 30, 2010, 

accounts receivable are net of an allowance for doubtful accounts of $Nil (March 31, 2010 - $Nil). 
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13. Financial Instruments (continued): 

 

(b) Liquidity risk - 

 

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated 

with its financial liabilities. The Company’s approach to managing liquidity is to ensure that it will have 

sufficient liquidity to settle obligations and liabilities when due. As at June 30, 2010, the Company had 

cash and cash equivalents of $402,636 and account receivable of $529,258 to settle current liabilities of 

$1,737,251 which mainly consist of accounts payable that are considered short term and settled within 

30 days and amounts due to a related party which is non-interest bearing and no fixed terms of 

repayment. The Company’s primary source of liquidity is its cash reserves. The Company also 

maintains certain credit facilities to support short term funding of operations and trade finance. The 

Company believes it has sufficient available funds to meet immediate operating cash requirements. 

However, the Company is also actively trying to raise additional funds through equity financings, debt 

financings and other means in order to meet its obligations to March 2011. The repayment schedule for 

our long-term credit facilities is included in notes 7 and 8. 

 

(c) Market risk - 

 

(i) Interest rate risk - 

 

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

fluctuate because of changes in market interest rates. 

 

The Company’s cash and cash equivalents attract interest at floating rates and have maturities of 

90 days or less. The interest is typical of Canadian banking rates, which are low at present, 

however the conservative investment strategy mitigates the risk of deterioration to the investment. 

A change of 100 basis points in the interest rates would not be material to the financial statements. 

 

(ii) Foreign currency risk - 

 

The Company is exposed to the financial risk related to the fluctuation of foreign exchange 

rates. The Company has offices in Canada, United States and Abu Dhabi and holds cash in 

Canadian, United States and United Arab Emirates currencies in line with forecasted 

expenditures.   
 

As at June 30, 2010, the denomination of the Company’s financial instruments were as follows: 

 

     US   Canadian      AED Total 

 

  Cash $ 12,827 $ 219,021 $ 170,788 $ 402,636 

  Accounts receivable 23,412 136,275 369,571 529,258 

  Accounts payable and 

 Accrued liabilities 68,435 410,037  169,595 648,067 

 

At June 30, 2010, the Company had no hedging agreements in place with respect to foreign 

exchange rates. 
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14. Capital management:  

 

The Company defines capital that it manages as the aggregate of short-term and long-term debt, share 

capital, contributed surplus and deficit. 

 

The Company manages its capital structure and makes adjustments to it, based on the funds available to the 

Company in order to support its operations and maintain its good standing with the various regulatory 

authorities. The current objectives are to meet the capital requirements through funds from operations. 

Certain capital requirements are required to be met to utilize the credit facility outlined in note 7. The 

Company is not subject to externally imposed capital requirements.  

 

There were no changes in the Company’s management of capital during the three months ended June 30, 

2010.  

 


