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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS 
 

Under National Instrument 51-102, Part 4, Subsection 4.34(3)(a), if an auditor has not performed a review of 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 consolidated financial statements of the Company have been prepared by and are the 
responsibility of the Company’s management. The Company’s independent auditor has not performed a review of 
these financial statements in accordance with standard established by the Canadian Institute of Chartered 
Accountants for a review of interim financial statements by an entity’s auditor. 

  



EcoSynthetix Inc.  
Interim Consolidated Balance Sheets  
(Unaudited) 
 
(expressed in US dollars) 
 

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

 
 
 
 

 

 
 
 
 
 
 
  

March 31, 
2013  

December 31, 
2012

  
Assets      
   
Current assets     
Cash  90,209,738  93,260,296
Accounts receivable (note 2) 4,689,004  4,309,355
Inventory (note 3) 7,835,686  6,822,619
Government grants receivable (note 4) 180,499  184,118
Prepaid expenses 221,684  154,492
   
 103,136,611  104,730,880
   
Non-current assets     
Intangible asset 182,983  163,501
Property, plant and equipment (note 5) 13,115,659  13,174,416
   
Total assets 116,435,253  118,068,797
   
Liabilities      
   
Current liabilities     
Accounts payable and accrued liabilities (note 6) 5,719,286  4,282,296
Deferred government grant (note 4) 123,890  226,920
 5,843,176  4,509,216
   
Shareholders’ Equity   
   
Common shares (note 8)  492,394,699  492,065,820 
   
Contributed surplus (note 7)  7,068,457  6,831,354 
   
Accumulated deficit   (388,871,079)  (385,337,593)
   
Total shareholders’ equity 110,592,077  113,559,581
   
Total shareholders’ equity and liabilities  116,435,253  118,068,797 
   
     
     



EcoSynthetix Inc.  
Interim Consolidated Statements of Operations and Comprehensive Loss 
(Unaudited) 
 
(expressed in US dollars, unless otherwise noted) 
 

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

   
 Three months ended 

March 31  
    2013 2012 

    
Net sales   6,120,478 3,978,347
    
Cost of sales   5,064,352 3,218,533
    
Gross profit on sales   1,056,126 759,814
    
Expenses    
Selling, general and administrative   3,405,462 2,716,433
Research and development   1,269,522 1,076,494
    
   4,674,984 3,792,927
    
Loss from operations    (3,618,858) (3,033,113)
    
Interest income   85,372 93,621
    
Net loss and comprehensive loss   (3,533,486) (2,939,492)
    
Basic and diluted loss per common 

share (note 11)   (0.06) (0.05)
    
Weighted average number of common 

shares outstanding   55,689,778 55,248,203
    
 



EcoSynthetix Inc.  
Interim Consolidated Statements of Shareholders’ Equity (Deficiency) 
(Unaudited)  
 
(expressed in US dollars) 
 

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

  
Common

shares
Contributed

surplus
Accumulated

deficit  Total 
    

    
Balance - January 1, 2012  492,353,321 6,073,080 (373,906,858)  124,519,543
   
Common share options exercised  26,147 (10,000) -  16,147
Share-based compensation  - 240,000 -  240,000
Net loss and comprehensive loss  - - (2,939,492)  (2,939,492)
   
Balance - March 31, 2012  492,379,468 6,303,080 (376,846,350)  121,836,198
   
   
Balance - January 1, 2013  492,065,820 6,831,354 (385,337,593)  113,559,581
   
Common share options exercised  328,879 (94,000) -  234,879
Common shares repurchased  - - -  -
Share-based compensation  - 331,103 -  331,103
Net loss and comprehensive loss  - - (3,533,486)  (3,533,486)
   
Balance - March 31, 2013  492,394,699 7,068,457 (388,871,079)  110,592,077
 
  
 



EcoSynthetix Inc.  
Interim Consolidated Statements of Cash Flows 
(Unaudited)  
 
(expressed in US dollars) 
 

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

 
 

  
Three months ended      

March 31, 
2013 2012

Cash provided by (used in)      
      
Operating activities      
Net loss and comprehensive loss   (3,533,486) (2,939,492)
Items not affecting cash     

Depreciation and amortization   381,907 239,417
Share-based compensation (note 7)   331,103 240,000

Changes in non-cash working capital   
Accounts receivable   (379,649) 486,701
Inventory   (1,000,062) 784,188
Government grants receivable (note 4)   3,619 117,349
Prepaid expenses   (67,192) 64,936
Accounts payable and accrued liabilities   1,548,543 (1,513,149)
Deferred government grant   (103,030) -
   

   (2,818,247) (2,520,050)
   
Investing activities   
Cash used for purchase of intangible assets, 
        property, plant and equipment (note 5)  

 
(467,190) (3,310,899)

   
Financing activities   
Exercise of common share options   234,879 16,147
   
   
Change in cash during the period   (3,050,558) (5,814,802)
   
Cash - Beginning of period   93,260,296 105,713,705
   
Cash - End of period   90,209,738 99,898,903
      

 



EcoSynthetix Inc.  
Notes to Interim Financial Statements 
(Unaudited)  
 
(expressed in US dollars) 
 

 

1 Business operations 

EcoSynthetix Inc. (EcoSynthetix or the company) is engaged in the development and commercialization of 
ecologically friendly, bio-based technologies as replacement solutions for synthetic, petrochemical-based 
adhesives and other related products in North America, Latin America, Europe, Middle East, Africa, and Asia 
Pacific. EcoSynthetix is incorporated and domiciled in Canada. The address of its registered office is 3365 
Mainway, Burlington, Ontario, Canada. 

(a) Basis of preparation  

The unaudited consolidated interim financial statements (interim financial statements) were prepared using the 
same accounting policies and methods as those used in the company’s consolidated financial statements for 
the year ended December 31, 2012. The policies applied in these interim condensed consolidated financial 
statements are based on IFRS issued and in effect as at May 6, 2013, the date that the Board of Directors 
approved the interim consolidated financial statements.  The condensed interim financial statements are in 
compliance with International Accounting Standard 34, Interim Financial Reporting (IAS 34). Accordingly, 
certain information and footnote disclosure normally included in annual financial statements prepared in 
accordance with International Financial Reporting Standards (IFRS), as issued by the International Accounting 
Standards Board (IASB), have been omitted or condensed. The preparation of financial statements in 
accordance with IAS 34 requires the use of certain critical accounting estimates. It also requires management 
to exercise judgment in applying the company’s accounting policies. The areas involving a higher degree of 
judgment or complexity, or areas where assumptions and estimates are significant to the financial statements 
have been set out in note 2 of the company’s consolidated financial statements for the year ended December 
31, 2012. These interim financial statements should be read in conjunction with the company’s consolidated 
financial statements for the year ended December 31, 2012. 

(b) New Accounting Standards 

(i)  IFRS 10, Consolidated Financial Statements  - IFRS 10, Consolidated Financial Statements, replaces the 
guidance on control and consolidation in IAS 27, Consolidated and Separate Financial Statements, and SIC-12, 
Consolidation – Special Purpose Entities. IFRS 10 requires consolidation of an investee only if the investor 
possesses power over the investee, has exposure to variable returns from its involvement with the investee and 
has the ability to use its power over the investee to affect its returns. Detailed guidance is provided on applying 
the definition of control.  
 
The Corporation adopted IFRS 10 effective January 1, 2013. The Corporation assessed its consolidation 
conclusions on January 1, 2013 and determined that the adoption of IFRS 10 did not result in any change in the 
consolidation status of any of its subsidiaries.  
 
(ii)  IFRS 11, Joint Arrangements - IFRS 11, Joint Arrangements, requires a venturer to classify its interest in 
a joint arrangement as a joint venture or joint operation. Joint ventures will be accounted for using the equity 
method of accounting, whereas for a joint operation, the venturer will recognize its share of the assets, 
liabilities, revenue and expenses of the joint operation. Under existing IFRS, entities have the choice to 
proportionately consolidate or equity account for interests in joint ventures. IFRS 11 supersedes IAS 31, 
Interests in Joint Ventures, and SIC-13, Jointly Controlled Entities - Non-monetary Contributions by Venturers.  



EcoSynthetix Inc.  
Notes to Interim Financial Statements 
(Unaudited)  
 
(expressed in US dollars) 
 

 

 
The Corporation adopted IFRS 11 effective January 1, 2013. The Company assessed its consolidation 
conclusions on January 1, 2013 and determined that the adoption of IFRS 11 was not applicable as the 
Company does not have any joint arrangements as at January 1, 2013 or March 31, 2013.  
 
(iii)  IFRS 12, Disclosure of Interests in Other Entities  
 
IFRS 12, Disclosure of Interests in Other Entities, establishes disclosure requirements for interests in other 
entities, such as subsidiaries, joint arrangements, associates and unconsolidated structured entities. The 
standard carries forward existing disclosures, and also introduces significant additional disclosure that address 
the nature of, and risks associated with, an entity’s interests in other entities.  
 
The Corporation adopted IFRS 12 effective January 1, 2013. The Company assessed its disclosure on January 
1, 2013 and determined that the adoption of IFRS 12 did not result in any change in the disclosures for the 
Company.  
 
 
(iv)  IFRS 13, Fair value measurement  
 
IFRS 13, Fair value measurement, provides a single framework for measuring fair value. The measurement of 
the fair value of an asset or liability is based on assumptions that market participants would use when pricing 
the asset or liability under current market conditions, including assumptions about risk. The Corporation 
adopted IFRS 13 on January 1, 2013 on a prospective basis. The adoption of IFRS 13 did not require any 
adjustments to the valuation techniques used by the Corporation to measure fair value and did not result in any 
measurement adjustments as at January 1, 2013.  
 
(v)  IAS 1, Presentation of Items of Other Comprehensive Income  
 
The Company has adopted the amendments to IAS 1 effective January 1, 2013. These amendments required 
the Company to group other comprehensive income items by those that will be reclassified subsequently to 
profit or loss and those that will not be reclassified. These changes did not result in any adjustments to other 
comprehensive income or comprehensive income. 
 

2        Accounts receivable 

March 31, 
2013  

December 31, 
2012

  
Trade accounts receivable - net 4,382,337  4,055,247
Commodity taxes receivable 306,667  254,108

  
 4,689,004  4,309,355
  

The company has recorded no provision for bad debts at March 31, 2013 (December 31, 2012 - $nil). 



EcoSynthetix Inc.  
Notes to Interim Financial Statements 
(Unaudited)  
 
(expressed in US dollars) 
 

 

3 Inventory 

March 31, 
2013  

December 31, 
2012 

  
Raw materials 1,175,881  1,118,460 
Finished goods 6,659,805  5,704,159 

    
 7,835,686  6,822,619 
    
    
4 Government grants 

The company has a forgivable loan agreement with the Province of Ontario under its Innovation Demonstration 
Fund Program (Ontario) (IDF), pursuant to which, Ontario has provided a forgivable loan up to a maximum of 
approximately $3.1 million for a specific technology demonstration project. This loan is forgivable in the event 
no conditions of default have occurred, the technology is not commercialized outside the Province of Ontario 
and various other documentation requirements. Management has determined that there is reasonable 
assurance that the company will comply with these conditions. The loan is collateralized by a general security 
agreement over all of the assets of EcoSynthetix Corporation, a subsidiary company, and by the company’s 
guarantee. In the event that the company is required to repay this funding, the company will be obligated to 
repay the funding plus interest charged at a rate of 4.55% per annum. 

The company also has two separate non-repayable government grant agreements (“Grant 1” and “Grant 2”) 
with the Canadian federal government’s Sustainable Development Technology Fund (the Fund or SDTF).  
Grant 1, formally granted in 2010, provides a maximum of approximately $1.7 million for a specific research 
and demonstration project. Grant 2 formally granted in 2012, provides a maximum of approximately $2.1 million 
for a specific research and demonstration project. 

For the three months ended March 31, 2013, the company collected $nil directly related to the aforementioned  
SDTF Grant 2.  In the prior period, the company collected $nil and $223,109 directly related to the 
aforementioned SDTFD Grant 2 and SDTF Grant 1, respectively. 

For the three months ended March 31, 2013, in accordance with the provisions of Grant 2 of the SDTF, the 
company recognized $0.1M against operating expenses and reduced its deferred liability accordingly. In the 
comparable period of fiscal 2012, the company recognized $0.1 million related to SDTF Grant 2, of which $0.02 
million and $0.08 million were applied to capital expenditures and operating expenses, respectively.  

The company expects the remaining balances for each grant to be collected and or earned within the next 12 
months.  

  



EcoSynthetix Inc.  
Notes to Interim Financial Statements 
(Unaudited)  
 
(expressed in US dollars) 
 

 

5 Property, plant and equipment 

The composition of the net carrying amount of the company’s property, plant and equipment is presented in the 
following table: 

  

Computer 
hardware 

$

Machinery 
and 

equipment 
$

Construction-
in-process and 

deposits 
 placed on 

property, plant 
and equipment 

$

Leasehold 
 improvements 

$
Total 

$
  

At December 31, 2012  
Cost  209,707 14,548,748 239,949 791,358 15,789,762
Accumulated depreciation  (119,424) (2,342,184) - (153,738) (2,615,346)
  
Net book value  90,283 12,206,564 239,949 637,620 13,174,416
  
Period ended March 31, 2013  
Additions   25,244 160,672 100,000 33,509 319,425
Depreciation   (14,819) (342,420) - (20,943) (378,182)
Transfers  - 138,000 (138,000) - -
Government assistance  - - - - -
  
Closing net book value  100,708 12,162,816 201,949 650,186 13,115,659
  
At March 31, 2013  
Cost  234,951 14,847,420 201,949 824,867 16,109,187
Accumulated depreciation  (134,243) (2,684,604) - (174,681) (2,993,528)
  
Net book value  100,708 12,162,816 201,949 650,186 13,115,659

 

For the three months ended March 31, 2013, depreciation expense of $310,112 (2012 – $209,093) has been 
charged to cost of goods sold and $55,065 (2012 - $30,324) has been charged to in selling, general and 
administrative expenses.  
 

6 Trade payables and accrued liabilities 

March 31,   
2013  

December 31, 
2012

  
Trade payables 3,063,362  2,093,659 
Accrued liabilities 2,655,924  2,188,637 

    
 5,719,286  4,282,296 
    
    
 



EcoSynthetix Inc.  
Notes to Interim Financial Statements 
(Unaudited)  
 
(expressed in US dollars) 
 

 

7 Common share options 

At March 31, 2013, the company had outstanding share options to purchase 5,460,837 common shares of the 
company. The share options expire at various dates through March 31, 2023.  

 

 

Number of 
share 

options 
outstanding  

Weighted
average 
exercise 
 price $ 

  
Outstanding - December 31, 2012  5,775,285   0.85 
Share options cancelled  -   - 
Share options granted  524,833                   3.10
Share options exercised  (839,282)                0.28  
      
Outstanding – March 31, 2013  5,460,836                   1.15

 

8 Common shares 

 
 March 31,  

2013  
December 31, 

2012 
  

Common shares (unlimited number of shares authorized, 56,098,3671 
(December 31, 2012 – 55,259,0851) shares issued and 
outstanding)  492,394,699   492,065,820 

     
1 Assumes all the Retained Interest Holders exchange ther shares of common stock of EcoSynthetix U.S. for common shares of the 

Company pursuant to the put/call agreement. 

On August 17, 2012 the company received regulatory approval for a normal course issuer bid (the “Bid”) to 
repurchase a certain number of its outstanding common shares through the facilities of the Toronto Stock 
Exchange (TSX).  The number of shares to be purchased will not exceed  2,348,261 common shares.  The 
period of the Bid will occur from August 20, 2012 to August 19, 2013.  During the three months ended March 
31, 2013, the company did not repurchase any common shares. 

9     Segmented information and enterprise wide disclosures  

Segmented reporting 

The company operates in one reportable segment.  

Sales by geographic location 

The company is domiciled in Canada. Revenue from external customers located in Canada is $602,755 (2012 - 
$nil). The total revenue from external customers in the following regions is as follows: 
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 Three months ended
  

    March 31, 
2013 

  March 31,   
2012 

  
North America 2,355,984 1,240,683
Latin America 708,440 297,568
EMEA 844,336 317,561

                Asia Pacific 2,211,718 2,122,535

 6,120,478              3,978,347
   

The revenue has been assigned to each jurisdiction, based on the location of the customer.  In situations where 
a sale is made through a reseller, revenue associated with that sale is attributed to the geographic region of the 
end customer.  During the three months ended March 31, 2013, revenue attributable to individual countries 
reporting greater than 10% of total revenues included United States, Japan, Germany, China and Canada 
which represented 29%, 24%, 13%, 10% and 10%, respectively.  During the three months ended March 31, 
2012, revenue attributable to individual countries representing greater than 10% of total revenue included 
United States, Japan and China which represented 31%, 28% and 17%, respectively. 

Sales to major customers 

During the three months ended March 31, 2013 the company derived a significant portion of its revenues from 
four customers, representing 24%, 13%, 10% and 10% of total revenue (2012 - 28%, 17 and 11% from three 
customers). The concentrations disclosed do not necessarily apply to the same customer period over period. 

Property, plant and equipment and intangible assets 
 

The company’s property, plant and equipment and intangible assets, reported at net carrying amount, are 
located in the following countries: 

 
          March 31,       

2013  
December 31, 

2012 
     

Canada  3,004,284  2,727,975 
United States of America  5,906,166  6,087,898 
The Netherlands  4,388,192  4,522,044 

  13,298,642  
               

13,337,917 
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10   Expenses by nature 

Additional information on the nature of amounts included in cost of sales, selling, general and administrative 
and research and development is as follows: 

 
Three months ended 

March 31, 
    
    2013 2012 
    

Wages and salaries 2,038,758 1,618,234
Share based compensation 331,103       240,000
Depreciation and amortization 381,907 239,417

  
 

11   Loss per share 

Basic loss per share is calculated by dividing the profit attributable to equity holders of the company by the 
weighted average number of common shares in issue during the year.  

Diluted loss per share is equivalent to basic loss per share, as the consideration of potentially dilutive securities 
would be anti-dilutive.  

 


