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Ecolomondo Corporation  
 

MANAGEMENT'S DISCUSSION & ANALYSIS 
 
 

April 26, 2021 
 
The following management's discussion and analysis (''MD&A") of the operations, results, and financial 
position of Ecolomondo Corporation (the “Company”), dated April 26, 2021, covers the years ended 
December 31, 2020 and 2019 and should be read in conjunction with the audited annual consolidated 
financial statements of the Company including its subsidiaries Ecolomondo Environmental (Contrecoeur) 
Inc. and Ecolomondo Environmental (Hawkesbury) Inc. for the same periods, which were prepared in 
accordance with International Financial Reporting Standards ("IFRS"). Additional information on the 
Company is also available on SEDAR at www.sedar.com. 
 
Where we say "we", "us", "our", or the "Company", we mean Ecolomondo Corporation (formerly Cortina 
Capital Corp.) unless otherwise indicated. All amounts are presented in Canadian dollars unless otherwise 
indicated. 
 
 
Forward-looking statements 
 
Certain statements contained in this MD&A may constitute forward-looking statements. These statements relate to 
future events or the Company's future performance. All statements, other than statements of historical fact, may be 
forward-looking statements. Forward-looking statements are often, but not always, identified by the use of words such 
as "seek'', "anticipate", ''plan", "continue'', "estimate", "expect", "may", "will", ''project", ''predict", "propose", 
''potential", "targeting", "intend", "could", "might", "should", "believe, and similar expressions. These statements 
involve known and unknown risks, uncertainties and other factors that may cause actual results or events to differ 
materially from those anticipated in such forward-looking statements. The Company believes that the expectations 
reflected in those forward-looking statements are reasonable but no assurance can be given that these expectations 
will prove to be correct and such forward-looking statements included in this MD&A should not be unduly relied upon 
by investors as actual results may vary. These statements speak only as of the date of this MD&A and are expressly 
qualified, in their entirety, by this cautionary statement. 
 
With respect to forward-looking statements above and otherwise contained in this MD&A, the Company has made 
assumptions regarding, among other things: 

 the legislative and regulatory environment; 
 the impact of increasing competition; 
 the ability to obtain regulatory and shareholder approvals; and 
 the ability to obtain additional financing on satisfactory terms. 

 
The Company's actual results could differ materially from those anticipated in these forward-looking statements as a 
result of the risk factors set forth below: 

 volatility in the market conditions; 
 incorrect assessments of the value of acquisitions; 
 due diligence reviews;   
 competition for suitable acquisitions; and 
 volatility in the global economy created by COVID-19 Pandemic. 



 

2  

Overall Performance 
 
Ecolomondo Corporation was incorporated on September 30, 2015 under the Canada Business 
Corporations Act and is listed on the TSX Venture Exchange (the "Exchange") since October 2017. The 
Company is operating as a clean tech company that is marketing its proprietary Thermal Decomposition 
platform (“TDP”), that recovers resources from end-of-life tires. During the fiscal year 2020, the 
Company made important inroads in the areas of process optimization, efficiency, safety and end-product 
processing. The Company has implemented all technological breakthroughs in the Company’s new 
facility in Hawkesbury (Ontario, Canada), which is currently under construction and nearing completion. 
To find out more about the Company and its technology, visit its website at www.ecolomondo.com.  
 
During the fiscal year ended December 31, 2020, the Company continued to aggressively market its TDP 
turnkey facilities and to complete the construction of its new Hawkesbury TDP turnkey facility (the 
“Project”). Mechanical assembly and installation are scheduled to be completed by mid-June 2021, with 
commissioning to begin by the end of June 2021. Once built, the plant will be equipped with the latest 
technology and is designed to ensure efficient handling of large quantities of feedstock (scrap tires) and 
end-products: oil, steel, fiber, recycled carbon black and process gas. The building is 46,200 sq.ft and has 
an impressive indoor clearance of 28 feet. It is state-of-the-art and houses 4 main production departments, 
tire shredding, thermal decomposition, recycled carbon black refining and oil fractionation. 
 
The Company also began mobilizing for its global expansion. It is currently working to put into place 
global sales teams to market its TDP turnkey facilities and to sell the by-products produced by them. The 
Company is currently in talks to close on the sale of numerous TDP turnkey facilities in Canada and the 
continental USA. Once the Hawkesbury facility comes on line, management believes that the commercial 
operation of the Hawkesbury facility could help solidify Ecolomondo’s position as an industry leader in 
thermal processing of hydrocarbon waste.  
 
Management believes that Export Development Canada (“EDC”) will be a strategic partner in the 
Company’s future expansion and the proliferation of TDP turnkey plants globally. EDC is a financial 
Crown corporation dedicated to helping Canadian companies of all sizes succeed on the world stage.  
 
The Company projects its revenues to come from the sale and operation of TDP turnkey facilities, royalties 
from their operation, and the sale of after-market parts and services. Revenues for TDP turnkey facilities 
will come from selling of the end-products they produce, namely recovered carbon black, oil, gas, fiber 
and steel. The Company continued its efforts to secure markets for its recovered carbon black, known as 
“Mondo Black”, both domestically and internationally. For more information on the TDP recovered 
products, please visit the Company’s website at www.ecolomondo.com.  
 
Recovered carbon black is the end-product that has the highest commercial value. Ecolomondo’s thermal 
process ensures a high percentage of recovered carbon black production of between 38% and 40% of 
reactor payloads that is expected to yield higher revenues for TDP turnkey facilities. Carbon black is black 
powder normally manufactured using a highly polluting process, notably the direct combustion of 
hydrocarbons. Today, restrictions on emissions are causing the global supply of carbon black to plateau 
while global demand keeps expanding. Supply shortages could be easily filled by waste-to-resources 
companies like Ecolomondo and with a much greener environmental footprint. Management believes that 
strengthening demand and a tightening supply for virgin carbon black should set the stage for higher 
demand and prices in the future for recovered carbon black.  
 
The other end-products of the Company’s TDP facilities are also basic resources that have strong global 
markets: oil, steel, gas and fiber. The oil can be used to produce oil-derived products such as commercial 
grade solvents, lubricants, bitumen/asphaltene or can be used as combustible. About 70% of the oil is 
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comparable to a low-sulfur refined quality bunker and the remaining 30% is similar to diesel oil and could 
be sold as heating oil or could be further fractionated to capture higher value aromatics.  
 
The steel extracted from waste tires is a high-grade product that is in strong demand by steel foundries 
and mills. TDP also produces hydrocarbon gas, high-BTU with a calorific value approaching propane gas. 
This gas is used as the energy source for the thermal process, making Ecolomondo’s thermal technology 
almost completely energy self-sufficient. The fiber could be further processed by TDP to create more fuel 
and gas or could be sold for further processing into products such as synthetic rebar or burned as energy.  
 
Supported by increasing global consumption, the Company expects that there will be an abundance of supply 
of scrap tire feedstock for the foreseeable future. The Company expects that the continued global expansion of 
tire manufacturing should generate an increasing and stable supply of scrap tire feedstock that should help drive 
Ecolomondo’s future growth. 
 
 

Impact of the COVID-19 Crisis on the Company 

 
The world economy is still heavily impacted by the crisis created by the COVID-19 (coronavirus) 
pandemic. The COVID-19 pandemic has resulted in lockdowns in many parts of Canada and most 
countries around the world. 
 
The Company has taken and continues to take all necessary precautions needed to mitigate the negative 
impact brought about by the coronavirus pandemic. The Company advises that the pandemic has been 
responsible for delays and increases to project costs. It advises that it may be further negatively impacted 
if the current situation persists. As a result, it is impossible to determine with accuracy further disruptions 
and the consequences that they may bring to the project schedule and overall cost. 
 
 
Significant Projects That Have Not Yet Generated Revenues 
 
Contrecoeur facility: During the fiscal year 2020, the Company’s facility in Contrecoeur, Quebec, 
Canada, a 2-reactor industrial-size TDP facility, was used for research and development and operated on 
a limited basis. The Company continued to prepare the Contrecoeur facility to become the training center 
for future operators to operate the thermal processing department at its new Hawkesbury TDP turnkey 
facility that is scheduled to be commissioned early in the third quarter of 2021. 
 
Hawkesbury facility: In March 2019, the Company agreed on definitive terms with Mr. Gregory Matzel, a 
New Jersey and Pennsylvania-based real estate developer to be Ecolomondo’s future partner in the new 
Hawkesbury 2-reactor TDP turnkey facility. Mr. Matzel contributed $2,467,720 (US$1,900,000) (valued 
at $2,419,080 as at December 31, 2020) as his share of the capital required to purchase 45% equity stake 
in the joint venture entity, Ecolomondo Environmental (Hawkesbury) Inc., the corporate entity that is the 
owner of the Hawkesbury TDP turnkey facility. 
 
Ecolomondo Environmental (Hawkesbury) Inc. purchased the land for the TDP turnkey facility in 2018 
and the Town of Hawkesbury built the access road to the plant location on Tessier street. On April 3, 2019, 
the Company and EDC announced a loan agreement of $32.1 million in project financing for the 
construction of the Hawkesbury facility while a groundbreaking ceremony was held on August 21, 2019, 
and financial closing of the agreement was successfully executed on December 23, 2019.  
 
During the current fiscal year, construction continued to progress at a very rapid pace and is currently 
nearing completion. Mechanical assembly and installation are scheduled to be completed by mid-June 2021, 
with commissioning to begin by the end of June 2021. Once built, the plant will be equipped with the latest 
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technology and is designed to ensure efficient handling of large quantities of feedstock (scrap tires) and 
end-products: oil, steel, fiber, recycled carbon black and process gas). The building is 46,200 sq.ft and has 
an impressive indoor clearance of 28 feet. It is state-of-the-art and houses 4 main production departments, 
tire shredding, thermal decomposition, recycled carbon black refining and oil fractionation. 
 
Please visit the Company’s website at www.ecolomondo.com for updates on the Company’s Hawkesbury 
facility.  
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Once commissioned, management projects that in the first full year of commercial operation, the 
Hawkesbury facility is expected to generate annual revenues of over $10 million with a projected EBITDA 
of over $5 million.  
 
As of December 31, 2020, capital expenditures for the Hawkesbury facility totaled $24,452,409 and the 
term loan with EDC reached $22,662,157, and was mostly used to purchase plant equipment such as 
reactors, fractionation, recovered carbon black, flare, shredding, scrubbing and equipment installation. The 
Company also contributed all of its equity share of $5,453,422 to fulfill its loan covenants.  
 
Once built, the Hawkesbury facility will be comprised of four different processing departments (shredding, 
thermal processing, recovered carbon black processing, oil fractionation) and, once fully operational, this 
facility is expected to process a minimum of 14,000 tons of tire waste per year and produce 5,300 tons of 
recovered carbon black, 42,700 barrels of oil, 1,800 tons of steel, 1,600 tons of process gas and 850 tons of 
fiber.  
 
The Company believes that the successful commercial operation of the Hawkesbury facility as a TDP 
turnkey facility is an important step in the Company’s growth strategy and management expects that 
by achieving this milestone it should help bring global attention and help drive sales of TDP turnkey 
plants. 
 
 
Results of Operations 
 
Results of Operations for the Years Ended December 31, 2020 and 2019 
 
Ancillary revenues 
 
During the years ended December 31, 2020 and 2019, the Company has ancillary revenues of $97,965 and 
$76,586, respectively.  
 
The increase of $21,379 in ancillary revenues between the years ended December 31, 2020 and 2019 is due to 
a government assistance created to support the companies during the COVID crisis, in the amount of $46,615. 
The interest income decreased by $24,678, from $76,028 for the year ended December 31, 2019 to $51,350 for 
the year ended December 31, 2020. The decrease is primarily due to the fact that the Company had less money 
on deposit because it used the funds in the Plant under construction in Hawkesbury.  
 
 
General and administrative expenses 
 
The Company’s general and administrative expenses reflect all expenses that management considers overhead 
and administrative salaries. In addition to the administrative expenses, overhead expenses include advertising 
and marketing, travel, utilities, insurance, communications and professional fees.  
 
General and administrative expenses were $1,051,978 for the year ended December 31, 2020 compared to 
$282,517 for the year ended December 31, 2019. General and administrative expenses increased by $769,461 
mostly due to (i) the issuance of stock options during the fiscal year 2020 for a value of $741,287, and to (ii) a 
decrease in foreign exchange loss of $63,872, from $110,542 to $46,670 in the year ended December 31, 2020 
compared to the year ended December 31, 2019. 
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Operating, research and development expenses 
 
Operating, research and development expenses include expenses related to general operations of the Company 
and its subsidiaries and research and development expenses. Operating, research and development expenses 
consist primarily of expenses for personnel focused on finding and developing improved processes and 
operations. These expenses also consist of facility costs, lab materials and related overhead. The Company’s 
research and development expenses are associated with its Contrecoeur facility and are incurred as a direct 
result of the efforts to keep improving and developing the TDP technology platform. Accordingly, the 
Company expects to incur ongoing research and development expenses. The Company expenses all research 
and development costs as they are incurred and if they do not meet the criteria for capitalization.  
 
For the fiscal year ended December 31, 2020, the Company reduced its research and development as it was 
transitioning the Contrecoeur facility to be used as the training center for new operators and mechanics that are 
currently being hired to work at the Hawkesbury facility.  
 
The Company expenses all research and development costs as they are incurred when they do not meet the 
criteria for capitalization. Research and development expenses for the year ended December 31, 2020 were 
$894,388, compared to $1,135,357 for the year ended December 31, 2019. The decrease of $240,969 is mainly 
attributable to (i) a decrease in salaries and short-term benefits of $90,943, which were $242,315 for the year 
ended December 31, 2020 compared to $151,372 for the year ended December 31, 2019, to (ii) a decrease of 
$70,184 in amortization of intangible assets, which were $70,184 for the year ended December 31, 2019 
compared to nil for the year ended December 31, 2020, offset by (iii) the increase in depreciation of “right of 
use assets” of $23,367, which was $118,442 in the year ended December 31, 2020 compared to $95,075 in the 
year ended December 31, 2019, and to (iv) an increase of $22,912 in investment tax credits, which was nil for 
the year ended December 31, 2020 compared to negative charge of $22,912 for the year ended December 31, 
2019. 
 
The Company has investment tax credits related to research and development amounting to $163,000 
($109,430 in 2019) that have not been recognized in the consolidated financial statements as such credits are 
not reimbursable, rather they are available to reduce future taxable income. 
 
 
Loss before income taxes 
 
The operating loss for the year ended December 31, 2020 was $1,917,009 compared to a loss of $1,342,532 
for the year ended December 31, 2019. The increase of $574,477 in the loss for the year ended December 31, 
2020 compared to the year ended December 31, 2019 is mostly attributable to an increase of $769,461 in 
general and administrative expenses, offset by a decrease of $240,969 in operating, research and development 
expenses. 
 
 
Income taxes 
 
For both the years ended December 31, 2020 and 2019, the Company had no current income tax expense. The 
Company had deferred income tax recovery of $87,572 and $224,213 for the years ended December 31, 2020 
and 2019, respectively.  
 
As of December 31, 2020, the Company has net operating loss carry-forwards of approximately $6,687,000 
($6,530,000 as of  December 31, 2019) that may be available to reduce taxable income in future years in various 
amounts through 2040. The Company has determined that the realization of the future tax benefits arising from 
the net operating loss carry-forwards is not likely to occur and, therefore, deferred tax assets have been 
recognized in the consolidated financial statements to the extent that taxable temporary differences exist to 
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offset them.  
 
Deferred taxes arising from temporary differences and unused tax losses are summarized as follows: 
 

 
  January 1, 

2019 
 Recognized in 

comprehensive loss 
 December 31, 

2019 
  $ $ $
Deferred tax liabilities (assets)       

Non-current assets    
Equipment  846,176 (206,213)  639,963
Intangible assets  18,000 (18,000) 

Unused tax losses  (83,000)  (83,000)
  781,176 (224,213) 556,963

 
Unused tax losses and deductible temporary differences for which no deferred tax assets have been recognized 
on the consolidated financial statements are as follows:  

  December 31, 
2020 

 December 31, 
2019 

  $  $ 
Tax losses  6,687,000  6,530,000 

 
The following table presents the year of expiration of the Company's unused tax losses carried forward for 
which no deferred tax assets have been recognized as at December 31, 2020: 

 $ 
2029 120,000 
2030 322,000 
2031 419,000 
2032 638,000 
2033 215,000 
2034 1,007,000 
2035 550,000 
2036 1,231,000 
2037 
2038 

207,000 
436,000 

2039 854,000 
2040 688,000 
 6,687,000 

 
  

  January 1, 
2020 

 Recognized in 
comprehensive loss 

 December 31, 
2020 

  $ $ $
Deferred tax liabilities (assets)       

Non-current assets    
Equipment  639,963 (87,572)  552,391

Unused tax losses  (83,000)  (83,000)
  556,963 (87,572) 469,391
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The reconciliation of the combined Canadian federal and provincial statutory income tax rate to the Company's 
effective income tax rate is detailed as follows: 

  December 31, 
2020 

 December 31, 
2019 

  %  % 
Combined federal and provincial income tax rate  26.50  26.60 
Deferred tax assets not recognized  (22.49)  (8.41) 
Other  2.55  (1.42) 
  6.56  16.77 

 
 
Results of Operations for the Three-Month Periods Ended December 31, 2020 and 2019 
 
Ancillary revenues 
 
During the quarters ended December 31, 2020 and 2019, the Company had ancillary revenues of $10,565 and 
$5,417, respectively. The increase of $5,148 was primarily due to interest income for an amount of $10,565 in 
the quarter ended December 31, 2020, compared to $5,423 in the quarter ended December 31, 2019.  
 
 
General and administrative expenses 
 
The Company’s general and administrative expenses reflect all expenses that management considers overhead 
and administrative salaries. In addition to the administrative expenses, overhead expenses include advertising 
and marketing, travel, utilities, insurance, communications and professional fees.  
 
General and administrative expenses were $532,048 for the quarter ended December 31, 2020, mostly due to 
the issuance of stock options during the period for a value of $298,138. As for the quarter ended December 31, 
2019, these expenses were adjusted and it resulted in a decrease of $70,867 during the same quarter ended 
December 31, 2019. If it were not for the issuance of stock options in 2020 or for this adjustment in 2019, 
general and administrative expenses would have continued their historical trend as there was no extraordinary 
event. 
 
 
Operating, research and development expenses 
 
Operating, research and development expenses include expenses related to general operations of the Company 
and its subsidiaries and research and development expenses. Operating, research and development expenses 
consist primarily of expenses for personnel focused on finding and developing improved processes and 
operations. These expenses also consist of facility costs, lab materials and related overhead. The Company’s 
research and development expenses are associated with its Contrecoeur facility and are incurred as a direct 
result of the efforts to keep improving and developing the TDP technology platform. Accordingly, the 
Company expects to incur ongoing research and development expenses. The Company expenses all research 
and development costs as they are incurred and if they do not meet the criteria for capitalization.  
 
The Company expenses all of its research and development costs as they are incurred when they do not meet 
the criteria for capitalization. Research and development expenses for the quarter ended December 31, 2020 
were $224,603, compared to $259,767 for the same quarter ended December 31, 2019. The decrease of $37,382 
is mainly attributable to (i) a decrease of $65,090 in depreciation of right of use asset, because depreciation of 
right of use asset was $95,075 during the quarter ended December 31, 2019, compared to depreciation of lease 
assets of $29,985 during the quarter ended December 31, 2020 and to (ii) a decrease of $25,535 in salaries and 
short-term benefits, which were $64,591 in the quarter ended December 1, 2019, compared to $39,056 in the 
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quarter ended December 31, 2020, offset by (iii) an increase of 65,967 in depreciation of equipment, which 
was $148,079 in the in the quarter ended December 1, 2020, compared to $82,112 in the quarter ended 
December 31, 2019.  
 
The Company has investment tax credits related to research and development amounting to $163,000 
($109,430 in 2019) that have not been recognized in the consolidated financial statements as such credits are 
not reimbursable rather they are available to reduce future taxable income. 
 
 
Loss before income taxes 
 
Loss before income taxes for the three-month period ended December 31, 2020 amounted to $814,964 
compared to a loss of $184,728 for the same period ended December 31, 2019. The increase of $629,966 in 
the loss between the two periods is mostly attributable to an increase of $461,181 in general and administrative 
expenses between the two periods, which was due to the issuance of stock options for a value of $298,138 in 
the last quarter of 2020 and to an adjustment of expenses in 2019 which resulted in a decrease of $70,867 
during the last quarter of 2019, offset by a decrease of $35,164 in operating, research and development 
expenses, which were $224,603 in the three-month period ended December 31, 2020 compared to $259,767 in 
the three-month period ended December 31, 2019.  
 
As mentioned above, if it were not for their adjustment, general and administrative expenses would have 
continued their historical trend as there was no extraordinary event. In this case, the increase in loss before 
income taxes between the two periods is mostly attributable to the decrease in operating, research and 
development expenses. 
 
 
Income taxes 
 
For both the three-month periods ended December 31, 2020 and 2019, the Company had no current income 
tax expense. The Company had deferred income tax expense of $20,857 and $59,141 for the quarters ended 
December 31, 2020 and 2019, respectively. The decrease in deferred income tax expense of $79,998 is mainly 
attributable to the reduction in the taxable temporary differences of the equipment and intangible assets from 
the depreciation and amortization being taken. 
 
 
Cash Flows 
 
Cash Flows for the Years Ended December 31, 2020 and 2019 
 

Cash Flows 
  Year ended 
  December 31, 2020  December 31, 2019 
  $  $ 
Operating Activities  (1,919,712)  (1,030,963) 
Investing Activities   (16,739,673)  (1,188,805) 
Financing Activities  17,134,629  7,243,541 
Net Increase (Decrease) in Cash  (1,524,756)  5,023,773 

 
Operating Activities: Net cash used by the Company’s operating activities during the year ended December 
31, 2020 increased by $888,749 compared to the year ended December 31, 2019, primarily due to a negative 
variance in changes in working capital items of $977,320 and to a decrease in deferred income taxes of 
$136,641. This increase was partially offset during the year ended December 31, 2020 compared to the year 
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ended December 31, 2019 by an increase of stock-based compensation of $741,287, from nil in the year ended 
December 31, 2019 to $741,287 in the year ended December 31, 2020.  
 
Investing Activities: Net cash used for investing activities during the year ended December 31, 2020 increased 
by $15,550,868 compared to the year ended December 31, 2019, which is due to an increase of $13,355,842 
in “Plant under construction”, which totaled $16,739,673 for the year ended December 31, 2020 and 
$3,383,831 in the year ended December 31, 2019. The increase in cash used for investing activities is offset by 
a net disposal of term deposits of $2,199,447 in the year ended December 31, 2020 compared to the year ended 
December 31, 2019. 
 
Financing Activities: During the year ended December 31, 2020, cash flows provided by financing activities 
increased by $9,891,088, from $7,243,541 in the year ended December 31, 2019 to $17,134,629 in the year 
ended December 31, 2020. This increase came from the increase of $12,427,155 in long-term debt for the 
construction of the new turnkey TDP facility in Hawkesbury, from $4,857,805 in the year ended December 31, 
2019 to $17,284,960 in the year ended December 31, 2020, offset by the decrease of the deposit of $2,467,720 
from a future partner for the Hawkesbury Project.  
 
The Company anticipates its material liquidity needs in the near and intermediate term to consist of the 
following: 

 Working capital needs, including operating expenses and costs associated with research and 
development and future developments and the commercialization of the TDP technology; 

 Funding the construction and delivery of the Hawkesbury TDP facility. 
 
The Company does not anticipate paying any cash dividends on its capital stock in the foreseeable future as it 
currently expects to retain all future earnings, if any, in the operation and expansion of its business. 
 
 
Cash Flows for the Three-Month Periods Ended December 31, 2020 and 2019 
 

  Three-Month Periods ended 
  Dec 31, 2020  Dec 31, 2019 
  $  $ 

Operating Activities (1,750,221)  (942,062) 
Investing Activities  (3,649,502)  806,584 
Financing Activities  3,011,101  4,737,391 
Net Increase (decrease) in Cash   (2,388,622)  4,601,913 
 
Operating Activities: Net cash used for the Company’s operating activities during the quarter ended December 
31, 2020 increased by $808,159 compared to the same period ended December 31, 2019, primarily due to (i) a 
negative variance in changes in working capital items of $671,199 and to (ii) an increase of $629,966 of net 
loss between the two periods, partially offset by (iii) an increase of $79,998 of deferred income taxes, which 
was a decrease of $20,857 during the three-month periods ended December 31, 2020 compared to an increase 
of $59,141 during the three-month periods ended December 31, 2019, and by (iv) an increase of $65,967 in 
depreciation of equipment, which was $148,079 for the period ended December 31, 2020 compared to $82,112 
for the period ended December 31, 2019. 
 
Investing Activities: Net cash used for the Company’s investing activities during the quarter ended December 
31, 2020 increased by $4,456,086 compared to the same period ended December 31, 2019. The increase in 
cash used for the Company’s investing activities is due to (i) an increase in “Plant under construction” of 
$2,491,040 between the two periods, from $1,008,462 in the quarter ended December 31, 2019 to $3,499,502 
in the quarter ended December 31, 2020 and to (ii) a net disposal of term deposits of $1,969,467 in the quarter 
ended December 31, 2020 compared to the quarter ended December 31, 2019.  
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Financing Activities: Net cash provided by the Company’s financing activities during the quarter ended 
December 31, 2020 decreased by $1,726,290 compared to the same period ended December 31, 2019 mostly 
due to (i) a decrease in long term debt financing of $1,784,711 related to the Hawkesbury Project, which was 
$3,073,094 in the period ended December 31, 2020 compared to $4,857,805 in the period ended December 31, 
2019, and to (ii) a decrease of $67,830 in the deposit from a future partner for the Hawkesbury Project during 
the quarter ended December 31, 2019 , which is due to the variation in exchange rate between the Canadian 
and US dollars, compared to nil during the quarter ended December 31, 2020. 
 
 
Assets, Liabilities and Shareholders’ Equity 
 
As of December 31, 2020, total assets were $31,021,928, compared to $14,759,380 as of December 31, 2019. 
The primary reason for the increase of $16,262,548 in total assets between December 31, 2020 and December 
31, 2019 was an increase of $20,243,018 in “Plant under construction”, partially offset by (i) a decrease of 
$1,524,756 in cash, (ii) a decrease of $1,917,304 in deposit on “Plant under construction” and (iii) a decrease 
in equipment of $583,130. 
 
As of December 31, 2020, total liabilities were $30,354,111, compared to $13,003,413 as of December 31, 
2019. The increase of $17,350, 698 in total liabilities between the two periods is mostly due to (i) an increase 
of $16,709,693 in long term debt, (ii) an increase of $562,027 in current portion of long term debt, and (iii) an 
increase of $472,197 in accounts payable and accrued liabilities, partially offset by (iv) a decrease in deferred 
revenues of $325,125. Items (i), (ii) and (iii) are directly related to the construction of the turnkey TDP facility 
in Hawkesbury. 
 
The Company had a working capital deficit of $2,104,416 as of December 31, 2020 compared to a working 
capital surplus of $100,931 as of December 31, 2019. This decrease of $2,003,485 is mostly attributable to (i) 
a decrease in cash of $1,524,756, to (ii) an increase of $562,027 in current portion of long term debt, and to 
(iii) an increase of $472,197 in accounts payable and accrued liabilities, partially offset by (iv) a decrease of 
$325,125 in deferred revenues.  
 
As of December 31, 2020, the Company had an accumulated deficit of $21,313,752 compared to an 
accumulated deficit of $19,484,315 as of December 31, 2019. The $1,829,437 increase in the accumulated 
deficit is attributable to the loss recorded for the year ended December 31, 2020.  
 
 
Liquidity  
 
The Company manages its capital to ensure the Company’s ability to meet strategic objectives, including the 
construction and completion of the Hawkesbury TDP facility and the commercialization of the TDP 
technology. The capital structure of the Company consists of cash, term deposits, advances from a company 
under common control, long-term debt and equity. 
 
As of December 31, 2020, the Company had cash on hand of $3,806,817 and a term deposit of $150,000, for 
a total of $3,956,817. Of this amount, $3,129,133 derive from the proceeds of the term loan from EDC to be 
used solely for the benefit of the construction of the Hawkesbury TDP turnkey facility. The balance of $827,684 
is for working capital purposes, including $375,000 set aside for any cost overruns of the Hawkesbury Project.  
 
The Company has fulfilled all financial covenants agreed to in its term loan with EDC and management expects 
that it could require additional funds besides the proceeds from the EDC term loan to complete the Hawkesbury 
TDP turnkey Project. The Company expects that cost overruns could surpass the threshold of the cost to build 
of $32.5 million by $750,000, mostly due to equipment and labor cost increases and other related costs, mostly 
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due to disruptions caused by the COVID pandemic. 
 
In addition to the $750,000 that may need to cover cost overruns of its Hawkesbury facility, as explained above, 
the Company may require additional cash of $400,000 to cover its working capital needs for the year ending 
December 31, 2021.  
 
The Company is currently in negotiations with its stakeholders while reviewing all other options at its disposal 
to raise additional cash. The Company is also in discussions with its lender for a postponement of capital 
repayment on its term loan for the Hawkesbury facility to improve its working capital position. With the 
commissioning of the Hawkesbury facility, the Company is also projecting revenues of approximately 
$520,000 coming from the sale of its by-products and tipping fees in the third quarter of 2021. Both of these 
measures should have a positive impact on cash required and working capital for the year ending December 
31, 2021.  
 
 
Off-Balance Sheet Arrangements 
 
The Company is not currently a party to, or otherwise involved with, any off-balance sheet arrangements that 
have or are reasonably likely to have a current or future material effect on its financial condition, changes in 
financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital 
resources. 
 
 
Additional Financing Requirements 
 
The Company manages its capital to ensure the Company’s ability to meet strategic objectives, including the 
construction and completion of the Hawkesbury TDP facility and the commercialization of the TDP 
technology. The capital structure of the Company consists of cash, term deposits, advances from a company 
under common control, long-term debt and equity. 
 
The Company anticipates that, in the short-term, it may require additional financing of approximately $750,000 
other than the EDC term loan to complete the Hawkesbury facility. The Company is currently in negotiations 
with stakeholders while reviewing all other options at its disposal to raise additional cash. 
 
 
Long-Term Debt 
 
The Company has (i) a long-term debt for advance from a company under common control in the amount of 
$1,518,853 as of December 31, 2020, unchanged from December 31, 2019, (ii) government loans, for an 
amount of $76,493, as of December 31, 2020, which is governmental support to Canadian companies for the 
COVID-19 crisis, and (ii) lease liabilities for a manufacturing facility and some equipment from companies 
under common control in the amount of $87,820 as of December 31, 2020, compared to $19,702 as of 
December 31, 2019. The Company also committed to long-term debts related to the turnkey TDP facility in 
Hawkesbury: (i) the balance of purchase price of the land, for an amount of $160,000 as of December 31, 2020, 
payable in 10 equal annual installments of $20,000, bearing interest at 3% per annum, and (ii) advances in the 
amount of $22,662,157 on a term loan from EDC as of December 31, 2020. 
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Seasonality 
 
The Company expects neither its sales nor commercial production of TDP turnkey facilities to be subject to 
seasonality. The Company also does not anticipate that its clients’ production and sales of carbon black 
substitute, oil and steel, to be subject to seasonality either. However, selling and construction of TDP facilities 
may take longer than expected because the size and extent of the potential project may force clients to scrutinize 
or even delay their decision and, for these reasons, there may be volatility in the Company’s sales of such 
facilities. 
 
 
Standards, amendments and interpretation to existing standards that are not yet effective  
 
At the date of authorization of these consolidated financial statements, certain new standards, amendments and 
interpretations to existing standards have been published by the International Accounting Standards Board but 
are not yet effective, and have not been early adopted by the Company. Any other new standards and 
interpretations that have been issued are not expected to have a material impact on the Company's consolidated 
financial statements. 
 
 
Basis of measurement           
 
The consolidated financial statements have been prepared on the historical cost basis, as explained in the 
accounting policies below.        
 
 
Basis of consolidation           
            
  
The consolidated financial statements include the accounts of the Company and those of Ecolomondo 
Environmental (Contrecœur) Inc, Ecolomondo Environmental (Hawkesbury) Inc. (incorporated in 2018) and 
9083-5018 Quebec Inc., directly or indirectly, wholly-owned subsidiaries. The Company controls a subsidiary 
if it is exposed, or has rights, to variable returns from its involvement with the subsidiary and has the ability to 
affect those returns through its power over the subsidiary. All subsidiaries have a reporting date of 
December 31. All intercompany balances and transactions have been eliminated upon consolidation.  
 
 
Foreign currency translation         
     
The consolidated financial statements are presented in Canadian dollars, which is also the functional currency 
of the Company and all of the subsidiaries. Accordingly, monetary assets and liabilities are translated into 
Canadian dollars at the exchange rate in effect at the end of each reporting period. Non-monetary assets and 
liabilities are translated at historical exchange rates. Revenues and expenses are translated at average exchange 
rates during the reporting period. The related gains or losses are accounted for in the consolidated statements 
of loss and comprehensive loss. The Company has not utilized any foreign currency hedging strategies to 
mitigate the effect of its foreign currency exposure. 
 
 
Plant under construction 
 
Plant under construction includes any cost that is directly attributable to the construction of a new plant and to 
bringing the plant to the condition necessary for it to be capable of operating in the manner intended by 
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management. Such costs include the cost of the land, as well as borrowing costs that are directly attributable 
to the construction and any deposit made on the construction. 
 
 
Equipment 
 
Equipment is accounted for at cost less accumulated depreciation. Depreciation is based on estimated useful 
life using the straight-line method, and the following periods: 
 

 Periods 
Reactor 15 years 
Office equipment 5 years 
Other equipment 5 years 

 
Estimates of useful life are updated as required and are reviewed at least annually. Maintenance and repairs 
are expensed as incurred.  
 
The plant under construction is not amortized until construction is complete and operating in the manner 
intended by management. 
 
 
Intangible assets  
          
Intangible assets include patents acquired, which are amortized on a straight-line basis over their estimated 
legal lives. At the time of acquisition, estimated legal lives approximate ten years, including patent renewals. 
 
 
Impairment testing of plant under construction, equipment and intangible assets  
  
For impairment assessment purposes, assets are grouped at the lowest level for which there are largely 
independent cash inflows (cash-generating units). As a result, some assets are tested individually for 
impairment and some are tested at the cash-generating unit level. Individual assets or cash-generating units are 
tested for impairment whenever events or changes in circumstances indicate that their carrying amount may 
not be recoverable. Non-amortizable assets are tested for impairment annually. 
 
An impairment loss is recognized for the amount by which the asset’s (or cash-generating unit’s) carrying 
amount exceeds its recoverable amount, which is the higher of fair value less costs of  disposal and value-in-
use. To determine the value-in-use, management estimates expected future cash flows from each cash-
generating unit and determines a suitable discount rate in order to calculate the present value of those cash 
flows. The data used for impairment testing procedures are directly linked to the Company’s latest approved 
budget, adjusted as necessary. Discount factors are determined individually for each cash-generating unit and 
reflect current market assessments of the time value of money and asset-specific risk factors.   
 
Any impairment loss is charged to the individual asset or on a pro rata basis to the assets in a cash-generating 
unit. All assets are subsequently reassessed for indications that an impairment loss previously recognized may 
no longer exist. An impairment loss is reversed if the asset’s or cash-generating unit’s recoverable amount 
exceeds its carrying amount. 
 
As at December 31, 2020 and 2019, the Company determined that there was no impairment of equipment and 
plant under construction.  
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Financial instruments   
         

Recognition, initial measurement and derecognition 
 
Financial assets and financial liabilities are recognized when the Company becomes a party to the contractual 
provisions of the financial instrument and are measured initially at fair value adjusted for transaction costs. 
Subsequent measurement of financial assets and financial liabilities is described below. 
   
Financial assets are derecognized when the contractual rights to the cash flows from the financial asset expire 
or when the financial asset and substantially all the risks and rewards are transferred. A financial liability is 
derecognized when it is extinguished, discharged, cancelled or expires.  
 

Classification and initial measurement of financial assets  
 
Financial assets, other than those designated and effective as hedging instruments, are classified into one of 
the following categories: amortized cost, fair value through profit or loss, and fair value through other 
comprehensive income. In periods presented, the Company only has financial instruments classified at 
amortized cost.  
 
The classification of financial assets at initial recognition depends on the financial asset's contractual cash flow 
characteristics and the Company's business model for managing them. The Company's cash, receivables 
(excluding sales taxes receivable) and term deposits are classified in the category of amortized cost upon initial 
recognition. Receivables from the sale of by-products that do not contain a significant financing component or 
for which the Company has applied the practical expedient are measured at the transaction price determined 
under IFRS 15.  
 

Subsequent measurement   
 
In subsequent periods, the measurement of financial instruments depends on their classification. 
 
The Company measures financial assets at amortized cost if the assets meet the following conditions: 

a) They are held within a business model whose objective is to hold the financial assets and collect its 
contractual cash flows 

b) The contractual terms of the financial assets give rise to cash flows that are solely payments of 
principal and interest on the principal amount outstanding.  

After initial recognition, these are measured at amortized cost using the effective interest method. Discounting 
is omitted where the effect of discounting is immaterial. 
 
The Company recognizes a loss allowance for expected credit losses arising from financial assets. The amount 
of expected credit losses is updated at each reporting date to reflect changes in credit risk since initial 
recognition of the respective financial information.      
 

Classification and subsequent measurement of financial liabilities 
 
The Company’s financial liabilities include accounts payable and accrued liabilities, excluding salaries and 
benefits payable, certain deferred revenues, advances from a company under common control, advance from a 
future partner and long-term debt.  
 
Financial liabilities are measured subsequently at amortized cost using the effective interest method and all 
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revenues and expenses relating to financial liabilities are recognized in consolidated loss. 
 

Fair Value 
 
The Company must classify the fair value measurements of financial instruments according to a three-level 
hierarchy, based on the type of inputs used in making these measurements. These tiers include: 

 Level 1: observable inputs such as quoted prices in active markets; 

 Level 2: inputs other than quoted prices in active markets that are either directly or indirectly 
observable; and 

 Level 3: unobservable inputs in which little or no market data exists, therefore requiring an entity to 
develop its own assumptions. 

 
 
Leases 
 
The Company recognises a right-of-use asset and a lease liability with respect to a lease on the date the 
underlying asset is available for use by the Company (hereafter, the “commencement date”). 
 
The right-of-use asset is initially measured at cost, which includes the initial lease liabilities adjusted for lease 
payments on or before the commencement date, plus initial direct costs incurred and an estimate of all of the 
costs for dismantling and removing the underlying asset, less any lease incentives received. 
 
The right-of-use asset is amortised over the shorter of the estimated useful life of the underlying asset or the 
lease term on a straight-line basis. Additionally, the cost of a right-of-use asset is reduced by any accumulated 
impairment losses and, as appropriate, adjusted for any remeasurement of the related lease liability. 
  
The lease liability is initially measured at the present value of the lease payments that are not paid at the 
commencement date, calculated using the interest rate implicit in the lease or, if that rate cannot be readily 
determined, the Company's incremental borrowing rate. Generally, the Company uses its incremental 
borrowing rate as its discount rate. The lease payments included in the lease liability include the following, in 
particular: 

 Fixed payments, including in-substance fixed payments, less any lease incentives receivable;  

 Variable payments that depend on an index or a rate, initially measured using the index or rate as at 
the commencement date;  

 Lease payments relating to extension options that the Company is reasonably certain it will exercise. 

The interest expense relating to lease liabilities is recognised in profit or loss using the effective interest 
method.  
 
The lease liability is remeasured when there is a change in future lease payments resulting from a change in an 
index or when the Company changes its measurement with respect to the exercise of a purchase, extension or 
termination option.  
 
The lease liability adjustment is adjusted against the related right-of-use asset or recorded in profit or loss if 
the right-of-use asset is reduced to zero. 
 
Lease payments relating to leases with a lease term of 12 months or less and leases for which the underlying 
asset is of low value are recognised on a straight-line basis as an expense in profit or loss.  
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Revenue recognition    
        

Sale of facilities   
 
When a letter of intent is signed for the potential sale of a facility, a deposit representing a commitment fee is 
received in anticipation of signing a contract for the sale of the facility. Such deposits are presented as deferred 
revenues. If the contract is signed, the commitment fee is credited against the contract price. If the potential 
buyer chooses not to proceed with the project, the commitment fee is retained by the Company and recognized 
in revenue upon the termination of the letter of intent. 
      
As at December 31, 2020 and 2019, there were no contracts signed for the sale of facilities. 
 

Ancillary revenues 
 
The sale of by-products contains a single performance obligation to transfer such goods. Revenue is recognized 
when control of goods has transferred to customers. Control is considered transferred in accordance with the 
terms of sale, generally when goods are shipped to external customers as that is generally when legal title, 
physical possession and risks and rewards of goods/services transfers to the customers. 
 
 
Research and development costs and investment tax credits 
 
Research expenses and development costs that do not meet the criteria for capitalization are expensed as they 
are incurred. Such costs consist primarily of materials and employee related expenses including salaries and 
benefits.  
 
Investment tax credits are accounted for during the year in which the research and development costs are 
incurred, provided that the Company is reasonably assured that the credits will be received. The investment tax 
credits must be examined and approved by the tax authorities and it is possible that the amounts granted will 
differ from the amounts recorded. 
 
 
Government assistance 
 
Government assistance is recognized when there is reasonable assurance that the Company has met the 
requirements of the government program, provided that the Company has reasonable assurance that the amount 
will be received. 
 
 
Provisions 
 
Provisions for legal disputes, onerous contracts or other claims are recognised when the Company has a present 
legal or constructive obligation as a result of a past event, it is probable that an outflow of economic resources 
will be required from the Company and amounts can be estimated reliably. The timing or amount of the outflow 
may still be uncertain. 
 
Provisions are measured at the estimated expenditure required to settle the present obligation, based on the 
most reliable evidence available at the reporting date, including the risks and uncertainties associated with the 
present obligation. Where there are a number of similar obligations, the likelihood that an outflow will be 
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required in settlement is determined by considering the class of obligations as a whole. Provisions are 
discounted to their present values, where the time value of money is material. 
 
No liability is recognised if an outflow of economic resources as a result of present obligations is not probable. 
Such situations are disclosed as contingent liabilities unless the outflow of resources is remote. 
 
 
Share capital and options 
 
Class "A" shares and options are classified as equity. Incremental costs directly attributable to the issuance of 
shares are recognized as a deduction from the proceeds in equity in the period where the transaction occurs. 
 
Balances from cancelled or expired options are transferred to deficit. 
 
 
Income taxes            
 
Tax expense recognized in consolidated comprehensive loss comprises the sum of current and  deferred taxes 
that are not recognized directly in equity. 
 
Current tax is based on the results for the period as adjusted for items that are not taxable or deductible. Current 
tax is calculated using tax rates and laws enacted or substantially enacted at the reporting date. 
 
Deferred income taxes are calculated using the liability method. Deferred tax is recognized in respect of 
temporary differences arising between the tax bases of assets and liabilities and their carrying amounts in the 
consolidated balance sheets. A deferred tax asset is recognized for unused tax losses, tax credits and deductible 
temporary differences to the extent that it is probable that future taxable income will be available against which 
they can be utilized. Deferred tax is calculated using tax rates and laws enacted or substantially enacted at the 
reporting date, and which are expected to apply when the related deferred income tax asset is realized or the 
deferred tax liability is settled. 
 
The carrying amounts of deferred tax assets are reviewed at each reporting period and reduced to the extent 
that it is no longer probable that sufficient taxable income will be available to allow all or part of the deferred 
tax asset to be utilized. Unrecognized deferred tax assets are reassessed at each reporting period and are 
recognized to the extent that it has become probable that future taxable income will allow the deferred tax asset 
to be recovered. 
 
 
Share-based compensation and other share-based payments      
 
The Company has a stock option plan under which directors, executives, employees and consultants can be 
granted stock options of the Company. 
 
The fair value is measured at the grant date and recognized as an expense in profit or loss with a corresponding 
amount to options in equity over the period during which the options vest. The fair value of the options granted 
is measured using the Black-Scholes option pricing model, taking into account the terms and conditions upon 
which the options were granted. Any consideration paid by the employees on exercise or purchase of stock 
options is credited to share capital. The value attributed to stock options is transferred to share capital at the 
issuance of common shares. 
 
In the normal course of operations, the Company grants shares in exchange for goods or services to parties 
other than staff members. For these transactions, the Company evaluates the goods or services received and 
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the increase in equity, which is the counterpart, directly to the fair value of goods or services received, unless 
that fair value cannot be reliably estimated. In this case, the fair value is the value of shares issued on the market 
at the date the goods or services are received.  
 
 
Basic and diluted net loss per share  
 
The Company presents basic and diluted loss per share data for its common shares calculated by dividing the 
loss by the weighted average number of common shares outstanding during the year. Diluted loss per share is 
determined by adjusting the loss and the weighted average number of common shares outstanding for the 
effects of all warrants and stock options that may add to the total number of common shares in the case where 
they would not have an anti-dilutive impact. 
 
For the years ended December 31, 2020 and 2019, the diluted loss per share was the same as the basic loss per 
share since the options and warrants had an anti-dilutive effect. Accordingly, the basic and diluted loss per 
share for those years were calculated using the basic weighted average number of shares outstanding.  
 
 
Significant management judgment in applying accounting policies and estimation uncertainty 
 
When preparing the consolidated financial statements, management makes a number of judgments, estimates 
and assumptions about the recognition and measurement of assets, liabilities, revenues and expenses. 
 
 
Significant management judgment 
 
The following are significant management judgments in applying the accounting policies of the Company that 
have the most significant effect on the consolidated financial statements.  
 

Recognition of deferred tax assets 
 
The extent to which deferred tax assets can be recognized is based on an assessment of the probability that 
future taxable income will be available against which the deductible temporary differences and tax loss carry-
forwards can be utilized.  
 

Capitalization of development costs 
 
Determining whether the recognition requirements for the capitalization of development costs of the TDP are 
met requires judgment. As at December 31, 2020 and 2019, the Company determined that not all recognition 
requirements were met. Thus, the Company did not record any development costs in the consolidated balance 
sheets for the years ended December 31, 2020 and 2019.  
 
 
Estimation uncertainty 
 
Information about estimates and assumptions that have the most significant effect on recognition and 
measurement of assets, liabilities, revenues and expenses is provided below. Actual results may be substantially 
different. 
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Impairment of plant under construction and equipment 
 
In assessing impairment, management estimates the recoverable amount of each asset or cash-generating unit 
based on expected future cash flows and uses an interest rate to discount them. Estimation uncertainty relates 
to assumptions about future operating results and the determination of a suitable discount rate. As at 
December 31, 2020 and 2019, the Company determined that there was no impairment of plant under 
construction and equipment.  
 

Useful lives of depreciable assets  
 
Management reviews its estimate of the useful lives of depreciable assets at each reporting date, based on the 
expected utility of the assets. Uncertainties in these estimates relate to technological obsolescence that may 
change the utility of certain equipment.  
 

Leases  
 
Recognizing leases requires judgement and use of estimates and assumptions. Judgement is used to determine 
whether there is reasonable certainty that a lease extension or cancellation option will be exercised. 
Furthermore, management estimates are used to determine the lease terms and the appropriate interest rate to 
establish the lease liability. 
 

Investment tax credits  
 
Investment tax credits related to research and development activities are accounted for during the year in which 
the related research and development expenses are incurred. The investment tax credits must be examined and 
approved by the tax authorities and it is possible that the amounts granted by the tax authorities will differ from 
the amounts recorded. 
 

Share-based compensation 
 
The estimation of share-based compensation requires the selection of an appropriate valuation model and 
consideration as to the inputs necessary for the valuation model chosen. The Company has made estimates as 
to the volatility determined by reference to historical data of comparable entities, the probable life of options 
and warrants granted and the time of exercise of those options and warrants. The model used by the Company 
is the Black-Scholes valuation model.  
 
 
Related Party Transactions 
 
Related party transactions consist of advances from a company under common control and lease agreements. 
  

Transactions with key management personnel 
 
Key management of the Company are the members of the Board of Directors, as well as officers of the 
Company. Key management personnel remuneration for the year ended December 31, 2020 amounts to 
$912,089 ($104,000 in 2019), including stock options. 
 
 
Additional  Information 
 
Additional information relating to the Company can be found on SEDAR at www.sedar.com. 
 


