
  

 

 

A copy of this preliminary short form prospectus has been filed with the securities regulatory authorities in each of the provinces of Canada but 

has not yet become final for the purpose of the sale of securities. Information contained in this preliminary short form prospectus may not be 

complete and may have to be amended. The securities may not be sold until a receipt for the short form prospectus is obtained from the securities 

regulatory authorities. No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim otherwise. 

This short form prospectus constitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale 

and therein only by persons permitted to sell such securities. These securities have not been and will not be registered under the United States 

Securities Act of 1933, as amended (the “U.S. Securities Act”) or any state securities laws. Accordingly, these securities may not be offered or 

sold or delivered within the United States of America, except in acquisitions exempt from registration under the U.S. Securities Act and applicable 

state securities laws. This short form prospectus does not constitute an offer to sell or a solicitation of an offer to buy any of these securities within 

the United States of America. See “Plan of Distribution”. 

Information has been incorporated by reference in this short form prospectus from documents filed with securities commissions or similar 

authorities in Canada. Copies of the documents incorporated herein by reference may be obtained on request without charge from the Secretary 

of Xebec Adsorption Inc. at 730 boulevard Industriel, Blainville, Québec, Canada, J7C 3V4, telephone: (450) 979-8700, and are also available 

electronically at www.sedar.com. 
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XEBEC ADSORPTION INC. 

$125,001,600 

21,552,000 Subscription Receipts 

each representing the right to receive one Common Share 

This short form prospectus qualifies the distribution (the “Offering”) of 21,552,000 subscription receipts (the 

“Subscription Receipts”) of Xebec Adsorption Inc. (the “Corporation”, “Xebec”, “us”, “we” or “our”) at a price of 

$5.80 per Subscription Receipt (the “Offering Price”). Each Subscription Receipt will entitle the holder thereof to 

receive, without payment of additional consideration or further action, and subject to the terms and conditions of the 

Subscription Receipt Agreement (as defined herein), (i) one common share of Xebec (a “Common Share”) and (ii) 

without duplication, an amount, if any, equal to the amount per Common Share of any dividends for which record 

dates have occurred during the period from the date of the Offering Closing (as defined herein) up to, but not including 

the Acquisition Closing Date (as defined herein), less any applicable withholding taxes (the “Dividend Equivalent 

Payment”). See “Description of the Subscription Receipts” and “Dividend Policy”.  

On December 8, 2020, Xebec Europe B.V., a subsidiary of the Corporation (the “Purchaser”), entered into a share 

purchase agreement (the “Purchase Agreement”) with SDI Technology Ventures B.V., Ontwikkelingsmaatschappij 

Oost Nederland N.V. and Stichting Administratiekantoor Hygear (collectively, the “Sellers”) in connection with the 

acquisition (the “Acquisition”) by the Purchaser of all of the issued and outstanding shares of Green Vision Holding 

B.V., the parent company of HyGear Technology and Services B.V. (together, “HyGear”), held by the Sellers. The 

purchase price for the Acquisition will be EUR 82,000,000 ($127,346,000) and will be satisfied through (i) payment 

of a cash consideration of EUR 42,000,000 ($65,226,000) and (ii) the issuance of 10,301,824  Common Shares at a 

deemed issuance price of $6.03 per Common Share (collectively, the “Purchase Price”). See “Details of the 

Acquisition”. The Acquisition is expected to be completed (the “Acquisition Closing”, and the date on which the 

Acquisition Closing occurs, the “Acquisition Closing Date”, and the time on the Acquisition Closing Date at which 

the Acquisition Closing occurs, the “Acquisition Closing Time”) on or before December 30, 2020, and is subject to 

the satisfaction of customary closing conditions. Some of the information relating to HyGear and the Sellers in this 

short form prospectus has been based on information made available to Xebec by, as applicable, HyGear and the 

Sellers as part of the due diligence undertaken for the purposes of the Acquisition and upon information made publicly 

http://www.sedar.com/
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available by such parties. While the Corporation, after conducting due diligence that it believes to be a prudent level 

of investigation, believes it to be accurate in all material respect, there can be no assurance regarding the accuracy and 

completeness of such information. See “Risk Factors”. 

The gross proceeds from the sale of the Subscription Receipts, less 50% of the Underwriters’ Fee (as defined herein) 

with respect to the Subscription Receipts (the “Escrowed Funds”), will be held by AST Trust Company (Canada) 

(the “Subscription Receipt Agent”) as agent and bailee on behalf of the holders of Subscription Receipts, and 

deposited or in short-term interest-bearing or discount debt obligations, issued or guaranteed by, the Government of 

Canada, a province of Canada, and other approved investments (interest earned on such investments referred to as 

“Earned Interest”), pending satisfaction or waiver of all conditions to the Acquisition in all material respects in 

accordance with the terms of the Purchase Agreement (other than the payment of the Purchase Price pursuant to the 

Purchase Agreement and such conditions precedent that by their nature are to be satisfied at the Acquisition Closing 

Time), without material amendment or waiver which would result in a material adverse effect to the Corporation, 

unless the consent of the Underwriters (as defined herein) is given to such amendment or waiver, and without the prior 

occurrence of the earliest to occur of any of: (i) the failure to satisfy the Escrow Release Conditions (as defined herein) 

and to deliver an irrevocable notice that the Escrow Release Conditions have been satisfied to the Subscription Receipt 

Agent on or before 5:00 p.m. (Montreal Time) on February 28, 2021 (the “Acquisition Outside Time”); (ii) the 

termination of the Purchase Agreement; or (iii) the Corporation advising the Subscription Receipt Agent and the 

Underwriters or formally announcing to the public by way of a press release that it does not intend to proceed with 

the Acquisition ((i) (ii) and (iii) each respectively a “Termination Event”), all pursuant to the terms of a subscription 

receipt agreement (the “Subscription Receipt Agreement”) to be entered into on the Offering Closing Date (as 

defined herein) among Xebec, Desjardins Securities Inc. (“Desjardins”) and TD Securities Inc. (“TD” and, together 

with Desjardins, the “Joint Bookrunners”) and the Subscription Receipt Agent.  

The Offering is expected to close (the “Offering Closing”) on or about December 30, 2020 (the “Offering Closing 

Date”), but in any event, the Subscription Receipts are to be taken up by the Underwriters, if at all, on or before a date 

not later than 42 days after the date of the receipt for the final short form prospectus. The issuance of the Common 

Shares upon the exchange of the Subscription Receipts is conditional upon the Escrow Release Conditions being 

satisfied or waived (the “Acquisition Closing Time”), which is currently expected to be on or before the Acquisition 

Outside Time. The “Escrow Release Conditions” means that (i) all conditions, undertakings, and other matters to be 

satisfied, completed and otherwise met prior to the completion of the Acquisition in accordance with the Purchase 

Agreement, and without waiver of any material provision thereof, in whole or in part, by any of the parties thereto 

unless the consent of the Joint Bookrunners, is given to such waiver, have been satisfied, completed, or otherwise met, 

other than the payment of the consideration to be paid pursuant to the Acquisition for which the Escrowed Funds are 

required, in whole or in part, (ii) there have been no material amendments of the terms and conditions of the Purchase 

Agreement which have not been approved by the Joint Bookrunners prior to the occurrence of a Termination Event, 

and (iii) the escrow release conditions under the subscription receipt agreement entered into in connection with the 

Concurrent Private Placement (as defined herein) having been satisfied or waived; provided that the Escrow Release 

Conditions may, if the foregoing conditions are met, at the election of Xebec, occur up to five business days prior to 

the Acquisition Closing Date. 

Concurrently with the announcement of the Offering, the Corporation entered into a subscription agreement (the 

“Subscription Agreement”) with CDP Investissements Inc., an affiliate of Caisse de dépôt et placement du Québec 

(“CDPQ”) providing for the sale by the Corporation, on a private placement basis, of 9,482,760 subscription receipts 

(the “Placement Subscription Receipts”) at a price of $5.80 per Placement Subscription Receipt, and otherwise on 

substantially similar terms and conditions as the Subscription Receipts (the “Concurrent Private Placement”). 

CDPQ will be entitled to a capital commitment fee equal to 4% of the aggregate purchase price for the Placement 

Subscription Receipts sold under the Concurrent Private Placement (the “Capital Commitment Fee”), such fee to be 

payable by Xebec as to 50% on the closing of the Concurrent Private Placement and as to the remaining 50% on the 

Acquisition Closing Date. Desjardins and TD will act as joint bookrunning agents (“Agents”) on the Concurrent 

Private Placement and the Concurrent Private Placement will be executed on an agency basis. The Corporation will 

pay the Agents an agency fee equal to 2.5% of the aggregate gross proceeds raised in the Concurrent Private Placement 

before deducting the Capital Commitment Fee (the “Agency Fee”). Half of the Agency Fee will be payable on closing 

of the Concurrent Private Placement and half of the Agency Fee will be payable on the Acquisition Closing Date. The 

Agency Fee will be paid 50% to Desjardins and 50% to TD. Pursuant to the Subscription Agreement with CDPQ, 

Xebec has granted CDPQ an option (the “Private Placement Option”), exercisable at the same time as, and pro rata 

to, the exercise of the Over-Allotment Option by the Underwriters, to purchase up to an additional 1,422,414 
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Placement Subscription Receipts on the same terms and conditions as the Concurrent Private Placement. The closing 

of the Concurrent Private Placement is scheduled to occur on the same day as the closing of the Offering, and the 

closing of the Offering and of the Concurrent Private Placement are conditional upon each other. 

This short form prospectus does not qualify the distribution of the Placement Subscription Receipts issuable pursuant 

to the Concurrent Private Placement or the Common Shares issuable upon exchange thereof. The Placement 

Subscription Receipts and the underlying Common Shares will be subject to a statutory hold period in Canada of four 

months and one day after the date of closing of the Concurrent Private Placement. The Offering is conditional upon 

the Concurrent Private Placement closing concurrently with the Offering. However, the Underwriters have the ability 

to waive such condition if the Concurrent Private Placement does not close, in which case, the Offering could close 

without the concurrent closing of the Concurrent Private Placement. See “Concurrent Private Placement” and “Risk 

Factors”. 

The net proceeds from the Offering and the Concurrent Private Placement, after deducting the Underwriters’ Fee, the 

Agency Fee, the Capital Commitment Fee and the expenses of the Offering and Concurrent Private Placement, 

respectively, payable by the Corporation (but excluding the Earned Interest, if any, on the Escrowed Funds and interest 

earned, if any, on the funds escrowed under the Concurrent Private Placement and not factoring any Dividend 

Equivalent Payment), will be approximately $170,176,527.48, assuming no exercise of the Over-Allotment Option 

(as defined herein). Upon release of the Escrowed Funds under the Subscription Receipt Agreement and of the funds 

escrowed under the Concurrent Private Placement, the net proceeds of the Offering (less any amounts required to 

satisfy any unpaid Dividend Equivalent Payment and the remainder of the Underwriters’ Fee, but including the Earned 

Interest, if any, on the Escrowed Funds) and of the Concurrent Private Placement (including interest earned, if any, 

on the funds escrowed under the Concurrent Private Placement), will be used by Xebec to finance (i) the cash portion 

of the Purchase Price payable in respect of the Acquisition on the Acquisition Closing Date and costs related to the 

Acquisition, (ii) future potential acquisitions (which may include the LOI Acquisitions) (as defined herein)) and 

growth opportunities, (iii) the potential repayment of indebtedness of HyGear, and (iv)working capital and general 

corporate purposes. See “Financing the Acquisition” and “Use of Proceeds”.  

Price: $5.80 per Subscription Receipt 

 

 

Price to the 

Public 

Underwriters’ 

Fee (1) 

Net Proceeds to 

the Corporation 
(2)(4) 

Per Subscription Receipt  $5.80 $0.29 $5.51 

Total Offering (3) $125,001,600 $6,250,080 $118,751,520 

 
Notes: 

(1) Xebec has agreed to pay the Underwriters a fee equal to $0.29 per Subscription Receipt, reflecting a 5% commission. The Underwriters’ Fee 

(as defined herein) is payable as follows: 50% upon the Offering Closing Date and 50% on the release of the Escrowed Funds to Xebec. If 

the Acquisition is not completed, the Underwriters’ Fee will consist solely of the amount payable upon the Offering Closing Date.  

(2) After deducting the Underwriters’ Fee but before deducting expenses of the Offering and the Concurrent Private Placement, which are 

estimated to be approximately $1,000,000 and excluding the Earned Interest, if any, and not factoring any Dividend Equivalent Payment. 

The expenses of the Offering are payable by Xebec and the Underwriters’ Fee will be deducted from the Escrowed Funds (as defined herein). 

(3) The Underwriters have been granted an over-allotment option, exercisable, in whole or in part, at the sole discretion of the Underwriters, at 

any time prior to the Offering Closing Date or for a period of 30 days from the Offering Closing Date to purchase from the Corporation up to 

3,232,800 additional Subscription Receipts (representing 15% of the Subscription Receipts offered hereunder) on the same terms as set out 

above solely to cover over-allotments, if any, and for market stabilization purposes (the “Over-Allotment Option”). If the Over-Allotment 

Option is exercised in full, the total “Price to the Public”, “Underwriters’ Fee” and “Net Proceeds to Corporation” will be $143,751,840, 

$7,187,592 and $136,564,248, respectively. This short form prospectus qualifies both the grant of the Over-Allotment Option and the 

distribution of the Subscription Receipts upon exercise of the Over-Allotment Option. A purchaser who acquires Subscription Receipts 

forming part of the Underwriters’ over-allocation position acquires those Subscription Receipts under this short form prospectus, regardless 

of whether the over allocation position is ultimately filled through the exercise of the Over-Allotment Option or secondary market purchases. 

See “Plan of Distribution”. 

(4) The total gross proceeds of the Offering and the Concurrent Private Placement and the total net proceeds to the Corporation of the Offering 

and the Concurrent Private Placement (before deducting expenses of the Offering and the Concurrent Private Placement, which are estimated 

to be approximately $1,000,000 will be $180,001,608 and $170,176,527, respectively. If each of the Over-Allotment Option and the Private 

Placement Option is exercised in full, the total gross proceeds of the Offering and the Concurrent Private Placement and the total net proceeds 

to the Corporation of the Offering and the Concurrent Private Placement (before deducting expenses of the Offering and the Concurrent 

Private Placement) will be $207,001,849 and $195,703,007, respectively. 
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The following table sets out the number of Subscription Receipts that may be sold by the Corporation to the 

Underwriters pursuant to the Over-Allotment Option: 

Underwriter’s Position 

Maximum Number of 

Subscription Receipts 

Available Exercise Period Exercise Price 

Over-Allotment Option 3,232,800 Up to 30 days following 

the Offering Closing 

Date 

$5.80 per Subscription 

Receipt 

 

There is currently no market through which the Subscription Receipts may be sold. Purchasers may not be 

able to resell Subscription Receipts purchased under this short form prospectus. This may affect the pricing of 

the Subscription Receipts in the secondary market, the transparency and availability of trading prices, the 

liquidity of the Subscription Receipts and the extent of issuer regulation. See “Risk Factors – Risks Related to 

the Offering – No Existing Market for the Securities.”  

The Corporation has applied to list the Subscription Receipts distributed under this short form prospectus, along with 

the Placement Subscription Receipts and the aggregate underlying Common Shares issuable upon exchange of the 

Subscription Receipts and the Placement Subscription Receipts on the TSX Venture Exchange (the “TSXV”). Listing 

is subject to the approval of the TSXV in accordance with its applicable listing requirements. The TSXV has not 

conditionally approved the Corporation’s listing application and there is no assurance that the TSXV will approve the 

listing application. The Offering Price of the Subscription Receipts offered hereunder was determined by negotiation 

between Xebec and the Underwriters.  

If the Escrow Release Conditions are satisfied and the Acquisition Closing Time occurs on or prior to the Acquisition 

Outside Time, the Escrowed Funds and the Earned Interest (less applicable withholding taxes, any amounts required 

to satisfy any unpaid Dividend Equivalent Payment and the remaining portion of the Underwriters’ Fee to be paid net 

of applicable withholding taxes, if any), will be released to the Corporation and each holder of a Subscription Receipt 

will receive from or on behalf of the Corporation on the Acquisition Closing Time, without payment of additional 

consideration or further action, one Common Share for each Subscription Receipt held, plus an amount equal to the 

Dividend Equivalent Payment (less any applicable withholding taxes), if any. Such Dividend Equivalent Payment will 

be satisfied (i) first, by way of a pro rata share of interest credited or received on the Escrowed Funds, and (ii) second, 

out of the Escrowed Funds, as a refund of a portion of the subscription price for the Subscription Receipt. If, however, 

the Acquisition Closing Time occurs on or before the Offering Closing Date, the Corporation will deliver Common 

Shares instead of Subscription Receipts to purchasers in the Offering and the distribution of such Common Shares 

will be qualified by this short form prospectus. See “Description of the Subscription Receipts” and “Dividend Policy”. 

In the event a Termination Event occurs, holders of the Subscription Receipts will receive from the Subscription 

Receipt Agent an amount equal to the full purchase price of each Subscription Receipt held, together with their pro 

rata portion of any Earned Interest and Deemed Interest (as defined herein), less applicable withholding taxes. The 

Escrowed Funds will be applied toward payment of such amount and the Corporation will be responsible for payment 

of any portion of such amount not covered by the Escrowed Funds and the Earned Interest. In the event that the gross 

proceeds of the Offering are required to be remitted to purchasers of the Subscription Receipts as aforesaid, Xebec 

has agreed to and undertaken to pay the Subscription Receipt Agent an amount equal to 50% of the Underwriters’ Fee 

(together with any Deemed Interest) with respect to the Subscription Receipts such that 100% of the gross proceeds 

of the Offering and the Earned Interest (together with any Deemed Interest) would be returned to purchasers of 

Subscription Receipts. To the extent that the Escrowed Funds are not sufficient to remit the required amount to holders 

of Subscription Receipts, the Corporation will be required to contribute such amounts as are necessary to satisfy any 

shortfall. See “Risk Factors – Risks Related to the Offering.” 

The issued and outstanding Common Shares are listed on the TSXV under the symbol “XBC”. On December 7, 2020, 

the last trading day prior to the public announcement of the Offering, the closing price of the Common Shares on the 

TSXV was $6.70 per Common Share. On December 11, 2020, the last trading day before the filing of this short form 

prospectus, the closing price of the Common Shares on the TSXV was $7.24 per Common Share.  
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Desjardins, TD, National Bank Financial Inc., Canaccord Genuity Corp., Raymond James Ltd., Beacon Securities 

Limited and Stifel Nicolaus Canada Inc. (collectively, the “Underwriters”) conditionally offer the Subscription 

Receipts, subject to prior sale, if, as and when issued by the Corporation and accepted by the Underwriters in 

accordance with the conditions contained in the Underwriting Agreement (as defined herein) referred to under “Plan 

of Distribution” and subject to the approval of certain legal matters on behalf of the Corporation by Osler, Hoskin & 

Harcourt LLP, and on behalf of the Underwriters by Stikeman Elliott LLP (collectively, “Counsel”). 

In accordance with and subject to applicable laws, the Underwriters may, in connection with the Offering, over-allot 

or effect transactions that stabilize or maintain the market price of the Subscription Receipts at levels other than those 

which might otherwise prevail on the open market. Such transactions, if commenced, may be discontinued at any time. 

After the Underwriters have made reasonable efforts to sell the Subscription Receipts at the Offering Price, the 

Underwriters may offer the Subscription Receipts to the public at prices lower than the Offering Price. Any such 

reduction will not affect the proceeds of the Offering to be received by Xebec. See “Plan of Distribution”. 

Subscriptions for the Subscription Receipts will be received subject to rejection or allotment in whole or in part and 

the Underwriters reserve the right to close the subscription books at any time without notice. It is expected that the 

Offering Closing Date will occur on or about December 30, 2020, or such later date before the Acquisition Closing 

Date, as may be agreed upon by the Corporation and the Underwriters, but no later than the date that is 42 days after 

the date of the receipt for the final short form prospectus. The Offering will be conducted under the book-based system. 

Upon a purchase of any Subscription Receipt, the owner will receive only the customary confirmation from the 

Underwriters or the registered dealer from or through whom a beneficial interest in the Subscription Receipts is 

purchased and who is a participant (“CDS Participant”) in the depository service of CDS Clearing and Depository 

Services Inc. (“CDS”). CDS will record the CDS Participants who hold the Subscription Receipts on behalf of owners 

who have purchased or transferred the Subscription Receipts in accordance with the book-based system. See “Book-

Based System”.  

Investing in the Subscription Receipts involves certain risks. See “Risk Factors”. 

Unless otherwise indicated, the disclosure contained in this short form prospectus assumes that the Over-Allotment 

Option has not been exercised. 

Dr. Prabhu Rao and Joseph H. Petrowski are directors of the Corporation and reside outside of Canada. Each of them 

has appointed the Corporation as agent for service of process in Canada. Purchasers are advised that it may not be 

possible for investors to enforce judgments obtained in Canada against any person or company that is incorporated, 

continued or otherwise organized under the laws of a foreign jurisdiction or resides outside of Canada, even if the 

party has appointed an agent for service of process.  

National Bank Financial Inc. is a subsidiary or affiliate of financial institutions that have made credit facilities 

available to the Corporation. Accordingly, Xebec may be considered a “connected issuer” of such Underwriter 

within the meaning of National Instrument 33-105 – Underwriting Conflicts. See “Plan of Distribution – 

Relationship between the Corporation and Certain Underwriters”. 

Xebec’s head and registered office is located at 730 boulevard Industriel, Blainville, Québec, J7C 3V4. See 

“Description of Xebec”. 
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PROSPECTUS SUMMARY 

The following is a summary of the principal features of this distribution and should be read together with the 

more detailed information and financial data and statements contained elsewhere, or incorporated by reference, in 

this short form prospectus. 

Description of Xebec 

Xebec is a Canadian provider of gas generation, purification and filtration solutions for the industrial, energy 

and renewables marketplace. Well-positioned in the energy transition space with proprietary technologies that 

transform raw gases into clean sources of renewable energy, Xebec’s 1,500+ customers range from small to multi-

national corporations, governments and municipalities looking to reduce their carbon footprints.. Headquartered on 

the North Shore of Montreal, the Corporation is a global company with two state-of-the-art manufacturing facilities 

in Blainville (Québec) and Shanghai (China), research and development facilities in Blainville (Québec), sales offices 

in Houston, Texas (USA) and Milan, Italy, as well as a sales and distribution network in North America and Asia. See 

“Description of Xebec”. 

Description of the Acquired Business 

HyGear was founded in 2002 in Arnhem, The Netherlands, as a clean-tech company specializing in the on-site 

production and recovery of industrial gases. HyGear is an emerging developer, manufacturer, and supplier of 

technology and products for the production, recovery, purification, and mixing of industrial gases, such as hydrogen 

and nitrogen. HyGear’s technological backbone consists of 14 active patents issued both in EU countries and the 

United States. See “Description of the Acquired Business”. 

The Acquisition 

On December 8, 2020, Xebec Europe B.V., a subsidiary of the Corporation, entered into a share purchase 

agreement in connection with the acquisition of the business knows as HyGear Technology and Services B.V. The 

Purchase Price will be satisfied through (i) payment of a cash consideration of EUR42,000,000 ($65,226,000) and (ii) 

the issuance of 10,301,824  Common Shares at a deemed issuance price of $6.03 per Common Share. See “Details of 

the Acquisition”. The Acquisition is expected to be completed on or before December 30, 2020, and is subject to the 

satisfaction of customary closing conditions. 

Acquisition Rationale 

The Acquisition positions Xebec to execute and accelerate its distributed renewable gas strategy. The 

acquisition of new hydrogen technology, and the access to new markets, will enable Xebec to launch a commercially 

viable green hydrogen product offering. Specifically, the Acquisition is expected to, among other things: 

• provide Xebec with an entry into the industrial hydrogen and emerging hydrogen energy market; 

 

• expand Hygear’s business and products into North America and provide a retrofit opportunity with 

existing compressed natural gas fueling stations; 

 

• expand Xebec’s product offering and allow the Corporation to become a global provider of onsite gas 

generation systems; and 

 

• provide Xebec with stong hydrogen and onsite gas research and development (“R&D”) capabilities. 
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THE OFFERING 

Issuer: Xebec Adsorption Inc. 

Offering Issue and Price: 21,552,000 Subscription Receipts (24,784,800 Subscription Receipts if the 

Over-Allotment Option is exercised in full) at an issue price of $5.80 per 

Subscription Receipt. 

Offering Amount: Gross proceeds of $125,001,600 and $143,751,840 if the Over-Allotment 

Option is exercised in full (in both cases before deducting the Underwriters’ 

Fee). 

Offering Closing Date: The Offering Closing Date is expected to occur on or about December 30, 

2020. 

Completion of the Offering is conditional upon the concurrent closing of the 

Concurrent Private Placement. 

 

THE CONCURRENT PRIVATE PLACEMENT 

Issuer: Xebec Adsorption Inc. 

Concurrent Private Placement Issue 

and Price: 

9,482,760 Placement Subscription Receipts (10,905,174 Subscription 

Receipts if the Private Placement Option is exercised in full) at a price of 

$5.80 per Placement Subscription Receipt 

Concurrent Private Placement 

Amount: 

Gross proceeds of $55,000,008 and $63,250,009 if the Private Placement 

Option is exercised in full (in both cases before deducting the Agency Fee 

and the Capital Commitment Fee). 

Concurrent Private Placement 

Closing Date: 

The closing of the Concurrent Private Placement is expected to occur on the 

Offering Closing Date and is conditional on the concurrent closing of the 

Offering Closing. 

 

DESCRIPTION OF THE SUBSCRIPTION RECEIPTS 

Automatic Exchange: Each Subscription Receipt will entitle the holder thereof to receive, without 

payment of additional consideration or further action, (i) one common share 

of Xebec and (ii) without duplication, an amount, if any, equal to the amount 

Dividend Equivalent Payment. 

Dividend Equivalent Payment: If a dividend is declared by the Corporation on the Common Shares to 

holders of record on a date during the period from and including the Offering 

Closing Date up to but not including the Acquisition Closing Date, the 

Holders of Subscription Receipts will be entitled to receive the Dividend 

Equivalent Payment. Such Dividend Equivalent Payment will be satisfied (i) 

first, by way of a pro rata share of interest credited or received on the 

Escrowed Funds, and (ii) second, out of the Escrowed Funds, as a refund of 

a portion of the subscription price for the Subscription Receipt, and in any 

case will be paid net of applicable withholding taxes. 
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Escrowed Funds and Use of 

Proceeds: 

The gross proceeds from the sale of the Subscription Receipts, less 50% of 

the Underwriters’ Fee with respect to the Subscription Receipts will be held 

by AST Trust Company (Canada) as agent and bailee on behalf of the holders 

of Subscription Receipts, and deposited or invested in short-term interest-

bearing or discount debt obligations, issued or guaranteed by, the 

Government of Canada, a province of Canada, and other approved 

investments, pending satisfaction or waiver of all conditions to the 

Acquisition in all material respects in accordance with the terms of the 

Purchase Agreement (other than the payment of the Purchase Price pursuant 

to the Purchase Agreement and such conditions precedent that by their nature 

are to be satisfied at the Acquisition Closing Time), without material 

amendment or waiver which would result in a material adverse effect to the 

Corporation, unless the consent of the Underwriters is given to such 

amendment or waiver, and without the prior occurrence of the earliest to 

occur of any Termination Event.  

Upon release of the Escrowed Funds under the Subscription Receipt 

Agreement and of the funds escrowed under the Concurrent Private 

Placement, the net proceeds of the Offering (less any amounts required to 

satisfy any unpaid Dividend Equivalent Payment and the remainder of the 

Underwriters’ Fee, but including the interest earned, if any, on the Escrowed 

Funds) and the Concurrent Private Placement, will be used by Xebec to 

finance (i) the cash portion of the Purchase Price payable in respect of the 

Acquisition on the Acquisition Closing Date and costs related to the 

Acquisition, (ii) future potential acquisitions (which may include the LOI 

Acquisitions) and growth opportunities, (iii) the potential repayment of 

indebtedness of HyGear, and (iv)working capital and general corporate 

purposes. See “Financing the Acquisition” and “Use of Proceeds”. 
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Termination: In the event of: (i) the failure to satisfy the Escrow Release Conditions (as 

defined herein) and to deliver an irrevocable notice that the Escrow Release 

Conditions have been satisfied to the Subscription Receipt Agent on or 

before 5:00 p.m. (Montreal Time) on February 28, 2021 (ii) the termination 

of the Purchase Agreement; or (iii) the Corporation advising the Subscription 

Receipt Agent and the Underwriters or formally announcing to the public by 

way of a press release that it does not intend to proceed with the Acquisition, 

holders of the Subscription Receipts will receive an amount equal to the full 

purchase price of each Subscription Receipt held, together with their pro rata 

portion of the Earned Interest, if any, and Deemed Interest, less applicable 

withholding taxes.  

The Escrowed Funds will be applied toward payment of such amount and the 

Corporation will be responsible for payment of any portion of such amount 

not covered by the Escrowed Funds and the Earned Interest. In the event that 

the gross proceeds of the Offering are required to be remitted to purchasers 

of the Subscription Receipts, the Corporation has agreed to and undertaken 

to pay the Subscription Receipt Agent an amount equal to 50% of the 

Underwriters’ Fee (together with any Deemed Interest) with respect to the 

Subscription Receipts such that 100% of the gross proceeds of the Offering 

and the Earned Interest (together with any Deemed Interest) would be 

returned to purchasers of Subscription Receipts. To the extent that the 

Escrowed Funds are not sufficient to remit the required amount to holders of 

Subscription Receipts, the Corporation will be required to contribute such 

amounts as are necessary to satisfy any shortfall.  

See “Risk Factors—Risks Related to the Acquisition—Failure to Close the 

Acquisition or Change in the Terms of the Acquisition.” 

 

OTHER CONSIDERATIONS 

Tax Considerations: Purchasers should be aware that the purchase of Subscription Receipts may 

have tax consequences. See “Certain Canadian Federal Income Tax 

Considerations” with respect to certain such Canadian consequences. 

Risk Factors: Investment in the Subscription Receipts is subject to a number of risks that 

investors should carefully consider. See “Forward Looking Statements” and 

“Risk Factors”.  
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DOCUMENTS INCORPORATED BY REFERENCE 

Information has been incorporated by reference into this short form prospectus from documents filed 

with securities commissions or similar authorities in Canada. Copies of the documents incorporated herein by 

reference may be obtained on request without charge from the Secretary of the Corporation at 730 boulevard Industriel, 

Blainville, Québec, Canada, J7C 3V4, telephone: (450) 979-8700, and are also available electronically at 

www.sedar.com. 

The following documents, filed by the Corporation with the various securities commissions or similar 

authorities in each of the provinces of Canada, are specifically incorporated by reference into and form an integral 

part of this short form prospectus: 

(a) the annual information form of the Corporation for the financial year ended December 31, 2019, 

dated May 11, 2020 (the “AIF”); 

(b) the audited financial statements of the Corporation as at and for the years ended December 31, 2019, 

and December 31, 2018, together with the notes thereto and the independent auditor’s report thereon, 

dated April 14, 2020; 

(c) the management’s discussion and analysis of the Corporation as at and for the year ended December 

31, 2019, dated April 14, 2020 (the “Annual MD&A”); 

(d) the interim condensed financial statements of the Corporation as at and for the three-month and 

nine-month periods ended September 30, 2020, together with the notes thereto (the “Interim 

Financial Statements”), which statements were reviewed by the auditors of the Corporation in 

preparation for the filing of this short form prospectus, dated November 10, 2020; 

(e) the management’s discussion and analysis of the Corporation as at and for the three-month and nine-

month periods ended September 30, 2020, dated November 10, 2020, except for the notice therein 

provided under section 4.3(3)(a) of National Instrument 51-102 - Continuous Disclosure 

Obligations (the “Interim MD&A”); 

(f) the management information circular of the Corporation dated May 26, 2020, relating to the annual 

meeting of shareholders of the Corporation held on June 25, 2020; 

(g) the material change report of the Corporation dated June 9, 2020, relating to a bought deal public 

offering conducted by a syndicate of underwriters led by Desjardins, including Beacon Securities 

Limited, Canaccord Genuity Corp., TD Securities Inc., Stifel Nicolaus Canada Inc. and Raymond 

James Ltd (the “June Offering”); 

(h) the material change report of the Corporation dated June 26, 2020, relating to the closing of the June 

Offering; and 

(i) the material change report of the Corporation dated December 14, 2020, relating to the Acquisition, 

the Offering and the Concurrent Private Placement. 

Any document of the type required by National Instrument 44–101 - Short Form Prospectus Distributions to 

be incorporated by reference into a short form prospectus, including any annual information forms, material change 

reports (except confidential material change reports), business acquisition reports, interim financial statements, annual 

financial statements (in each case, including any applicable exhibits containing updated earnings coverage 

information) and the independent auditor’s report thereon, management’s discussion and analysis and information 

circulars of the Corporation filed by the Corporation with securities commissions or similar authorities in Canada after 

the date of this short form prospectus and prior to the completion or withdrawal of any offering under this short form 

prospectus shall be deemed to be incorporated by reference into this short form prospectus.  

 

http://www.sedar.com./
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Any statement contained in this short form prospectus or in a document incorporated or deemed to be 

incorporated by reference in this short form prospectus will be deemed to be modified or superseded for 

purposes of this short form prospectus to the extent that a statement contained in this short form prospectus 

or in any other subsequently filed document which also is, or is deemed to be, incorporated by reference into 

this short form prospectus modifies or supersedes that statement. The modifying or superseding statement need 

not state that it has modified or superseded a prior statement or include any other information set forth in the 

document that it modifies or supersedes. The making of a modifying or superseding statement shall not be 

deemed an admission for any purposes that the modified or superseded statement when made, constituted a 

misrepresentation, an untrue statement of a material fact or an omission to state a material fact that is required 

to be stated or that is necessary to prevent a statement that is made from being false or misleading in the 

circumstances in which it was made. Any statement so modified or superseded shall not be deemed, except as 

so modified or superseded, to constitute part of this short form prospectus. 

PRESENTATION OF FINANCIAL INFORMATION 

The financial statements of the Corporation included in this short form prospectus are reported in Canadian 

dollars and have been prepared in accordance with IFRS. 

The HyGear annual financial statements included in this short form prospectus are reported in Euros and 

have been prepared in accordance with IFRS. See the notes to the Xebec Unaudited Pro Forma Consolidated Financial 

Statements for more information.  

The Corporation’s last fiscal year ended on December 31, 2019. The fiscal year end of HyGear occurs on 

December 31 of each calendar year. 

This short form prospectus contains pro forma consolidated financial information and other disclosure 

relating to the Corporation, assuming, and after giving effect to, the Offering, the Concurrent Private Placement and 

the Acquisition. 

Certain figures presented in tables containing financial information in this short form prospectus may not add 

up due to rounding. 

MARKET AND INDUSTRY DATA 

The Corporation has obtained the market and industry data and other statistical information presented in this 

short form prospectus from a combination of internal company surveys, third party information and estimates of the 

management of Xebec (“Management”). Such third party publications and reports generally state that the information 

contained therein has been obtained from sources believed to be reliable. Although the Corporation believes these 

publications and reports to be reliable, it has not independently verified any of the data or other statistical information 

contained therein, nor has it ascertained the underlying economic or other assumptions relied upon by these sources 

and cannot and does not provide any representation or assurance as to the accuracy or completeness of the information 

or data, or the appropriateness of the information or data for any particular analytic purpose and, accordingly, disclaims 

any liability in relation to such information and data. The Corporation has no intention and undertakes no obligation 

to update or revise any such information or data, whether as a result of new information, future events or otherwise, 

except as required by law. 

MARKETING MATERIALS 

Any “template version” of “marketing materials” (as such terms are defined in National Instrument 41–101 

– General Prospectus Requirements) will be incorporated by reference in the final short form prospectus. However, 

such “template version” of “marketing materials” will not form part of the final short form prospectus to the extent 

that the contents of the “template version” of “marketing materials” are modified or superseded by a statement 

contained in the final short form prospectus. Any “template version” of “marketing materials” filed on SEDAR after 

the date of the final short form prospectus and before the termination of the distribution under the Offering will be 

deemed to be incorporated into the final short form prospectus. 
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CURRENCY AND EXCHANGE RATE INFORMATION 

In this short form prospectus, all dollar amounts are expressed in Canadian dollars (“$”), unless otherwise 

indicated. For purposes of the conversion of Euros to Canadian dollars throughout this short form prospectus, and 

unless otherwise stated, an exchange rate of EUR 1.0000 = $1.5530 was used on the basis of the Bank of Canada 

closing spot rate on December 7, 2020, being the day immediately before the announcement of the Acquisition.  

The following table reflects the low, high and average rates of exchange for one Euro (“€”), expressed in 

Canadian dollars, for the periods noted, based on the Bank of Canada daily rate of exchange.  

 

Year Ended 

December 31, 

2019 

Nine-Months 

Ended 

September 30, 

2020 

Low ...............................................................................................  1.4438 1.4282 

High ..............................................................................................  1.5441 1.5851 

Average ........................................................................................  1.4856 1.5220 

 

On December 11, 2020, the last complete day before the filing of this short form prospectus, the Bank of 

Canada daily rate of exchange was EUR 1 = $1.5472. 

ELIGIBILITY FOR INVESTMENT 

In the opinion of Counsel, based on the provisions of the Income Tax Act (Canada) and the regulations 

thereunder, as amended (the “Tax Act”) in force on the date hereof, the Subscription Receipts and the Common Shares 

(collectively, the “Securities”) will be qualified investments at the time of acquisition by trusts governed by registered 

retirement savings plans (“RRSPs”), registered retirement income funds (“RRIFs”), deferred profit sharing plans, 

registered education savings plans (“RESPs”), registered disability savings plans (“RDSPs”), or tax-free savings 

accounts (“TFSAs”), each as defined in the Tax Act (collectively, the “Deferred Plans”), provided that, at the time 

of the acquisition by the relevant Deferred Plan, (i) in the case of the Subscription Receipts, either the Subscription 

Receipts are listed on a “designated stock exchange” as defined in the Tax Act (which includes the TSXV), or the 

following conditions are met: (a) the Common Shares are listed on a “designated stock exchange” at the time of the 

acquisition by the relevant Deferred Plan, and they remain so listed until the time at which the Common Shares are 

issued pursuant to the Subscription Receipt Agreement, (b) neither the Corporation nor any person with whom the 

Corporation does not deal at arm’s length for the purposes of the Tax Act, is an annuitant, a beneficiary, an employer 

or a subscriber under, or a holder of, the particular Deferred Plan and (c) the Escrowed Funds are invested in qualified 

investments for the Deferred Plans, and (ii) in the case of the Common Shares, such shares are listed on a “designated 

stock exchange” as defined in the Tax Act (which includes the TSXV) or the Corporation is a “public corporation” as 

defined in the Tax Act. 

Notwithstanding that Subscription Receipts and the Common Shares may be qualified investments for the 

Deferred Plans, the holder of a TFSA or an RDSP, the annuitant of an RRSP or RRIF, or the subscriber of an RESP, 

as the case may be, will be subject to a penalty tax if the Subscription Receipts, or the Common Shares, as the case 

may be, are a “prohibited investment” within the meaning of the Tax Act. The Subscription Receipts and the Common 

Shares will not be a prohibited investment for a TFSA, RRSP, RDSP, RESP or RRIF, provided the holder of a TFSA 

or an RDSP, the annuitant of an RRSP or RRIF, or the subscriber of an RESP, as the case may be, (i) deals at arm’s 

length with the Corporation, for purposes of the Tax Act, and (ii) does not have a “significant interest” (as defined in 

the Tax Act) in the Corporation. 

Prospective investors who intend to hold Subscription Receipts or Common Shares issuable pursuant thereto 

in their Deferred Plans are urged to consult their own tax advisors regarding their particular circumstances.  

NON-IFRS MEASURES 

This short form prospectus and the documents incorporated by reference herein contain references to certain 

non-IFRS measures that are used by the Corporation as indicators of financial performance measures which are not 
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recognized under IFRS and may differ from similar computations as reported by other similar entities and, 

accordingly, may not be comparable, such as earnings (loss) before amortization, financial expenses, other items and 

income taxes (EBITDA). The Corporation uses EBITDA because this measure enables Management to assess the 

Corporation’s operational performance. This measure is a widely accepted financial indicator of a company’s ability 

to repay and assume its debt. Investors should not regard it as an alternative to operating revenues or cash flows, or as 

a measure of liquidity. The Corporation believes these measures are useful supplemental information that may assist 

investors in assessing their investment in the Subscription Receipts. 

Investors are cautioned that these measures have limitations as analytical tools as they may be influenced by, 

among other things, judgment and changes in circumstances. Accordingly, these non-IFRS measures should not be 

considered in isolation, or as a substitute for, analysis of the Corporation’s results as reported under IFRS. For a 

reconciliation of non-IFRS measures used by the Corporation, see “Reconciliation of Non-IFRS Measures” in the 

Interim MD&A.  

The following non-IFRS measures are used by the Corporation in this short form prospectus: EBITDA and 

EBITDA margin of HyGear. Please find below the definitions of such non-IFRS measures: 

“EBITDA” means the earnings before interest, income taxes, depreciation and amortization, where interest is defined 

as net finance costs as per the consolidated statement of comprehensive income. 

“EBITDA margin” means EBITDA as a percentage of revenues. 

DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS 

This short form prospectus or documents incorporated by reference herein may contain “forward-looking 

statements” and “forward-looking information” (collectively, “Forward-Looking Statements”) within the meaning 

of applicable securities laws. These Forward-Looking Statements relate to future events or the Corporation’s future 

performance. All statements other than statements of historical fact are Forward-Looking Statements. Forward 

Looking Statements are often, but not always, identified by the use of words such as “may”, “will”, “should”, “expect”, 

“plan”, “anticipate”, “contemplate”, “believe”, “estimate”, “predict”, “potential”, “targeting”, “intend”, “could”, 

“might”, “continue”, or the negative of these terms or other comparable terminology. These statements are only 

predictions. These factors are not intended to represent a complete list of the general or specific factors that could 

affect us. Undue reliance should not be placed on these Forward-Looking Statements, as there can be no assurance 

that the plans, intentions or expectations upon which they are based will occur. By its nature, forward looking 

information involves numerous assumptions, known and unknown risks and uncertainties, both general and specific, 

that contribute to the possibility that the predictions, forecasts, projections and other Forward-Looking Statements 

will not occur and may cause actual results or events to differ materially from those anticipated in such Forward-

Looking Statements. Forward-Looking Statements in this short form prospectus speak only as of the date of this short 

form prospectus or as of the date specified in the documents incorporated by reference herein. Specifically, this short 

form prospectus contains Forward-Looking Statements that include, but are not limited to, statements with respect to: 

• use of the net proceeds of the Offering and the Concurrent Private Placement;  

• completion of the Offering and the Concurrent Private Placement;  

• completion of the Acquisition and anticipated benefits of the Acquisition, including the expected acceleration 

of Xebec’s hydrogen generation market entry and attractiveness of the Acquisition from a financial 

perspective through a variety of financial metrics;  

• Xebec’s ability to successfully integrate HyGear’s business; 

• Xebec and HyGear’s expected financial performance;  

• the realization and timing of any potential cost synergies and economies of scale; 

• completion of the LOI Acquisitions;  
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• public health crises (such as the coronavirus (“COVID-19”) pandemic) and their impact on the Corporation; 

• ongoing impact of the novel COVID-19 pandemic on the Corporation’s business, operating results, cashflows 

and financial condition; 

• Xebec’s proposed graduation to the TSX (as defined herein);  

• Xebec’s business model and strategies; and 

• the exercise of the Over-Allotment Option and the Private Placement Option. 

Such factors are discussed in more detail under the heading “Risk Factors” in this short form prospectus, the 

AIF, the Annual MD&A and the Interim MD&A. New factors emerge from time to time, and it is not possible for 

Management to predict all of those factors or to assess in advance the impact of each such factor on the Corporation’s 

business or the extent to which any factor, or combination of factors, may cause actual results to differ materially from 

those contained in any Forward-Looking Statement.  

The Forward-Looking Statements are based on certain key expectations and assumptions made by the 

Corporation, including, but not limited to, expectations and assumptions concerning availability of capital resources, 

performance of operating facilities, financial performance of Xebec, strength of market conditions, customer demand, 

satisfaction of all conditions of closing of the Acquisition, the Offering and the Concurrent Private Placement, 

obtaining consents required under agreements with third parties, and the timing and receipt of regulatory approvals 

with respect to the Offering, the Concurrent Private Placement and the Acquisition. In addition, expected revenue 

growth and positive EBITDA and operating margins of Hygear in 2021 assume resumption of normal business 

operations, with a significantly lesser impact of COVID-19 on Hygear’s business operations and financial results than 

in 2020. Although the Corporation believes that the expectations and assumptions on which such forward-looking 

information is based are reasonable, undue reliance should not be placed on the forward-looking information since no 

assurance can be given that these expectations and assumptions will prove to be correct. 

HyGear generated €11.4 million of revenues, €3.4 million of EBITDA and €2.5 million of operating profit 

in 2019.  HyGear is expected to experience annual revenue growth and to maintain positive EBITDA and operating 

profit margins in 2021. 

Many factors could cause the Corporation, any of its business segments or sectors, the Corporation’s or the 

combined company’s actual results, performance or achievements to vary from those described in this short form 

prospectus and the documents incorporated by reference herein, including without limitation those listed above as well 

as the assumptions upon which they are based proving incorrect. These factors should not be construed as exhaustive. 

Should one or more of these risks or uncertainties materialize, or should assumptions underlying Forward-Looking 

Statements prove incorrect, actual results may vary materially from those described in this short form prospectus and 

the documents incorporated by reference herein as intended, planned, anticipated, believed, sought, proposed, 

estimated or expected, and such Forward-Looking Statements should not be unduly relied upon.  

Readers are cautioned that the foregoing list of factors is not exhaustive and it is recommended that 

readers consult the more complete discussion of risks and uncertainties facing the Corporation included in this 

short form prospectus and in the documents incorporated by reference herein. See “Risk Factors”. Except as 

may be required by law, the Corporation undertakes no obligation and disclaims any responsibility to publicly 

update or revise any Forward-Looking Statements or information, whether as a result of new information, 

future events or otherwise. All of the Forward-Looking Statements contained in this short form prospectus and 

the documents incorporated by reference herein are expressly qualified by this cautionary statement. 
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 DESCRIPTION OF XEBEC  

General 

The Corporation is incorporated under the Canada Business Corporations Act (“CBCA”). Pursuant to a 

certificate of arrangement effective June 12, 2009, the Corporation and QuestAir Technologies Inc. amalgamated and 

the entity resulting from such amalgamation is Xebec Adsorption Inc. 

As of the date of this short form prospectus, Xebec is a reporting issuer in each of the provinces of Canada. 

The head office and principal place of business of Xebec is located at 730 boulevard Industriel, Blainville, Québec, 

Canada, J7C 3V4, telephone: (450) 979-8700. 

Overview of the Corporation’s Business 

Xebec is a Canadian provider of gas generation, purification and filtration solutions for the industrial, energy 

and renewables marketplace. Well-positioned in the energy transition space with proprietary technologies that 

transform raw gases into clean sources of renewable energy, Xebec’s 1,500+ customers range from small to multi-

national corporations, governments and municipalities looking to reduce their carbon footprints. Headquartered on the 

North Shore of Montreal, the Corporation is a global company with two state-of-the-art manufacturing facilities in 

Blainville (Québec) and Shanghai (China), research and development facilities in Blainville (Québec), sales offices in 

Houston, Texas (USA) and Milan, Italy, as well as a sales and distribution network in North America and Asia. The 

Corporation also has a sales and service offices in Ontario, Canada (see “Compressed Air International (Service 

Corporation)” below), in California, USA (see “CDA Systems LLC” below), in North Carolina, USA (see “Air Flow” 

below), in British Columbia, Canada (see “Applied Compression Systems” below) and in Pennsylvania, USA (see 

“The Titus Company” below). 

Blainville, Québec (Head Office and Manufacturing Facility) 

Xebec’s head offices operate out of a 41,753 square foot leased manufacturing facility located in Blainville 

in which 105 people are currently employed. The Blainville operation houses corporate administration, finance, sales, 

R&D, engineering, supply chain, manufacturing, and service and support. 

Shanghai, China (Manufacturing Facility) 

In light of the growing demand for low carbon transportation fuels in China and the Asian region at large, 

Xebec opened, in 2008, a 20,451 square foot leased manufacturing facility in the Songjiang district of Shanghai, 

China. This facility, leased and operated by Xebec Adsorption (Shanghai) Co. Ltd., currently employs 35 people and 

is responsible for engineering, supply chain, product assembly, marketing, sales, technical service and after sales 

support for the Chinese, South East Asian (SEA) and Middle Eastern markets. 

Houston, Texas (USA) (Sales Office) 

On February 17, 2014, Xebec announced the opening of a sales office in Houston, Texas. This facility, leased 

and operated by Xebec Adsorption USA Inc., currently employs 2 people and is responsible for sales of all Xebec’s 

products in the USA. 

Milan, Italy (Sales and Project Management Office) 

In June 2016, Xebec announced the opening of a sales office in Milan, Italy. This facility, leased and operated 

by Xebec Adsorption Europe SRL, currently employs 6 people and is responsible for sales and project management 

of all Xebec’s products in Europe. 
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Compressed Air International (Service Company) 

On January 1, 2019, Xebec announced the acquisition of Compressed Air International Inc. in Ontario, 

Canada. The Corporation leases two facilities in the Toronto area and currently employs 9 people. It is responsible for 

sales and servicing of compressed air products and now also supports all Xebec products in Ontario. 

CDA Systems LLC (Service Company) 

On December 10, 2019, the Corporation announced the acquisition of all of the outstanding securities of 

CDA Systems LLC (“CDA”) in California, USA. CDA leases one facility in the Livermore area and currently employs 

16 people and is responsible for sales, rental and services of compressed air products and now also supports all of 

Xebec products in California. 

Air Flow (Service Company) 

On August 4, 2020, the Corporation announced the acquisition of all of the outstanding securities of 

Enerphase Industrial Solutions, Inc. doing business as Air Flow (“Air Flow”). Air Flow is a distributor and service 

provider of compressed air equipment in North Carolina, which focus is on preventative maintenance solutions, air 

energy system audits and analysis, timely machine rentals and parts and service. The acquisition expands the 

Corporation’s Cleantech Service Network (“CSN”) to North Carolina.  

Applied Compression Systems (Service Company) 

On September 1, 2020, the Corporation announced the acquisition of all of the outstanding securities of 

Applied Compression Systems Ltd. (“ACS”). With ACS, the Corporation’s CSN increased and now includes British 

Columbia. ACS offers a single source solution for air & gas compression requirements. ACS focuses on custom 

designed and fabricated compressor packages for specialized applications in the oil, gas, petrochemical, alternative 

fuel, waste-toenergy, research, power generation, mining and manufacturing industries.  

The Titus Company (Service Company) 

 On November 10, 2019, the Corporation announced the acquisition all of the outstanding shares of The Titus 

Company (“Titus”), a supplier of compressed air services. With the acquisition of Titus, the Corporation’s CSN 

coverage includes Eastern Pennsylvania, Delaware and New Jersey. See “Recent Developments – Titus Acquisition”.  

RECENT DEVELOPMENTS 

Recent Developments 

The following is a summary of significant developments in the Corporation’s operations and affairs that have 

occurred since September 30, 2020 (in addition to the Acquisition, which is described under “The Acquisition” 

hereof). 

LOI Acquisitions 

 On December 8, 2020, concurrently with the announcement of the Acquisition, the Offering and the 

Concurrent Private Placement, Xebec also announced that it entered into two non-binding letters of intent to acquire 

a leading industrial gas generation technology and manufacturing business and a specialty compressed air and air 

treatment services company (the “LOI Acquisitions”). As of the date hereof, the parties are in advanced stages of 

negotiation and it is anticipated that the definitive purchase agreements with respect to the LOI Acquisitions are likely 

to be executed by the parties in the near term. The aggregate purchase price for the LOI Acquisitions (excluding 

closing costs) is anticipated to be between $35 million and $60 million. 

 While there can be no assurance that the LOI Acquisitions will become subject to binding purchase 

agreements, Xebec currently expects the transactions to proceed and intends to use a small portion of the net proceeds 

of the Offering and the Concurrent Private Placement to satisfy the purchase price (or a portion thereof) for the LOI 
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Acquisitions. See “Use of Proceeds”. The LOI Acquisitions, however, remain subject to the risk that they may not 

result in the signature of definitive binding agreements or be completed, or that the signing and closing may be delayed 

beyond the near term. See “Disclosure Regarding Forward-Looking Statements” and “Risk Factors”. 

Partnership with Shenergy Group 

 On November 12, 2020, Xebec announced a strengthened partnership with Shanghai based Shernergy Group 

Company Limited with respect to its existing Sino-Joint Venture partnership with Xebec Shanghai. The new 

partnership is expected to open large-scale opportunities to develop hydrogen infrastructure in China and across Asia.  

Titus Acquisition 

On October 30, 2020, Xebec Holding USA Inc., a wholly owned subsidiary of Xebec, entered into an 

agreement to acquire all of the outstanding shares of Titus for total consideration of approximately $8,000,000 subject 

to certain holdbacks, adjustments and time-based payments. Founded in 1986 in Pennsylvania, Titus has been a 

compressed air service partner with large and small companies throughout the Eastern Pennsylvania, Delaware and 

New Jersey regions and provides expertise and the capability to serve a wide range of needs from Fortune 500 

companies like DuPont and Air Products and Chemicals, to local businesses like Amish Country Gazebos and RV 

Industries. Titus is also the largest supplier of air dryers to the United States Navy. Titus’ principals have agreed to 

remain with Titus after the acquisition to optimize the integration into Xebec’s industrial service and support business 

and to grow the operation over the coming years. With this acquisition, Xebec’s CSN coverage will increase to include 

Eastern Pennsylvania, Delaware and New Jersey.  

Conditional Approval of Listing of Common Shares on the TSX 

On October 21, 2020, the Toronto Stock Exchange (“TSX”) conditionally approved the listing of the 

Common Shares. Listing of the Common Shares is subject to Xebec fulfilling all of the requirements of the TSX, 

including receipt of all required documentation, on or before January 19, 2021, as well as the distribution of the 

Common Shares to a minimum number of public shareholders. Upon, and subject to, receipt of final TSX approval, 

the Common Shares will be expected to be delisted from the TSXV and begin trading on the TSX under the symbol 

“XBC”. There can be no assurance that the Common Shares will become listed for trading on the TSX by the date 

noted above, or at all, as the listing of the Common Shares remains subject to Xebec fulfilling all conditions of listing 

required by the TSX. 

New Senior Executive Appointments 

On October 13 2020, Xebec announced the hiring of Ms. Nathalie Théberge and Mr. Russell Warner as its 

first Vice-President, Legal Affairs and Corporate Secretary and its first Vice-President, Industrial, respectively. 

Subsequently, on November 10, 2020, the Corporation announced the hiring of Mr. Stéphane Archambault as its Chief 

Financial Officer.  

THE ACQUISITION 

Acquisition Rationale 

The Acquisition provides Xebec with an entry into the industrial hydrogen and emerging hydrogen energy market 

The Acquisition positions Xebec in the well established and large industrial hydrogen gas space through 

onsite generation of bulk quantities of hydrogen, either by selling hydrogen generation equipment to industrial clients 

(“Turnkey”), or by providing clients with onsite generated hydrogen and the subsequent sale of the hydrogen 

molecule to the client (“GaaS”). Xebec will be in a position to gradually transition into the emerging hydrogen 

mobility space by providing onsite hydrogen generation and supply of hydrogen for refueling station as mobility 

applications become more prevalent.  
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The Acquisition expands Hygear’s business and products into North America and provide a retrofit opportunity with 

existing compressed natural gas fueling stations; 

Hygear’s business is currently concentrated in Europe and parts of Asia. Xebec, and its service subsidiaries, 

will be in a strong position to start marketing and selling Hygear’s products, as well as developing decentralized 

productions hubs (“DPH”) in North America. The market for onsite generated hydrogen offers unique opportunities 

for Xebec. Through the combination of Xebec’s renewable natural gas (“RNG”) systems and Hygear’s Steam 

Methane Reforming (“SMR”) technology, Xebec will be able to offer clients low-cost onsite generated green 

hydrogen, that can be used in transportation that will qualify for renewable identification numbers (RINs) under the 

U.S. Renewable Fuel Standard (RFS).  

There are currently over 1.600 CNG refueling stations in North America which dispense compressed natural 

gas to heavy duty trucks and buses. These stations can cost effectively be retrofitted with Hygear’s onsite hydrogen 

generation systems to provide 250kg/day, 500kg/day and 1.000kg/day of hydrogen for mobility purposes. Xebec 

expects that this will provide the lowest cost option for a nationwide build-out of hydrogen refueling infrastructure. If 

renewable natural gas is used as feedstock to generate hydrogen, these refueling stations will be able to offer green 

hydrogen.  

The Acquisition expands Xebec’s product offering and will position the company to become a global provider of onsite 

gas generation systems 

HyGear is leveraging its industrial customer base to provide a platform to grow into the emerging hydrogen 

fuel markets. HyGear has demonstrated success in first selling to industrial customers and then using the same 

technologies to deliver solutions to the nascent hydrogen refueling industry. This approach is showcased through their 

hybrid business model which includes Turnkey, offering GaaS, executing on R&D projects, and providing 

maintenance and service. All of these potential revenue streams provide attractive unit economics and will support 

Xebec’s overall rapid expansion plans.  

The Acquisition provides Xebec with stong hydrogen and onsite gas R&D capabilities 

Hygear has a portfolio of intellectual property and research teams dedicated to hydrogen generation for both 

SMR and electrolyzer based pathways, as well as on-site industrial gas recycling technologies. HyGear has received 

14 patents, which ensure a competitive advantage and are a consequence of successfully executing 108 R&D projects. 

R&D is expected to continue, in particular on the electrolysis side, to drive down costs of the equipment and improve 

overall system design and efficiency. This will allow Xebec to accelerate its entry into the hydrogen generation market 

with capabilities in designing, constructing, and operating facilities. 

DESCRIPTION OF THE ACQUIRED BUSINESS 

Green Vision Holding B.V., which directly or indirectly beneficially owns voting and non-voting securities 

of the subsidiaries listed below, is the parent company of HyGear. 
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Business Overview 

HyGear was founded in 2002 in Arnhem, The Netherlands, as a clean-tech company specializing in the on-site 

production and recovery of industrial gases. HyGear is an emerging developer, manufacturer, and supplier of 

technology and products for the production, recovery, purification, and mixing of industrial gases, such as hydrogen 

and nitrogen. HyGear’s technological backbone consists of 14 active patents issued both in EU countries and the 

United States.  

HyGear develops technology to generate these gases on smaller scales and in a more efficient manner. This allows 

for installations to be located at customer sites, which enables their supply chains to become more efficient and 

ultimately results in cost savings and a reduced environmental impact. To date, HyGear has commissioned 66 

installations in 23 countries around the world.  

HyGear currently has its head office in Arnhem, The Netherlands, where the main operations of HyGear are 

conducted, including manufacturing facilities. HyGear also has local presence in Southeast Asia, with an office in 

Singapore where sales and service activities serve the Asian market.  

As of September 30, 2020, HyGear had 86 employees operating out of two offices and manufacturing facilities, 

in Arnhem and in Singapore.  

Overview of HyGear’s products 

The Hy.GEN 

HyGear’s Hy.GEN systems are developed to generate hydrogen on-site. They are built inside shipping containers, 

which makes them easy to transport and small in environmental footprint. Hy.GEN systems are based on the SMR 

technology, a process by which hydrogen is created out of water and natural gas. Hy.GEN systems operate 

autonomously; once the system is installed at a customer’s site and connected to the grid, the system has no need for 

an operator. It automatically follows the demand levels and increases or decreases its production based on the 

requirements of the customer. 

HyGear is currently offering three sizes of Hy.GEN systems. All these systems are designed for the small bulk 

segment and maximal outputs vary from 50 to 150 m3/h. The purity of the gas output can be adjusted to the customers 

demand and can go as high as 99.9995% pure. These systems are ideal for industrial users like glass and metal factories 

but also for future applications in hydrogen fueling stations.  

In 2016 HyGear has partnered with Plug Power for the supply of Hy.GEN systems at one of Walmart’s sites in 

the United States where hydrogen is produced for FCEV forklifts in Walmart’s warehouses. The quality of the 

hydrogen for this application in fuel cells is important, and by use of the Hy.GEN systems high purity hydrogen is 

supplied in a more cost-effective way. 

Another HyGear project is shown below, at the Philips site in Belgium where hydrogen is needed for the 

production process. For this project, HyGear managed to create a material cost saving for the customer, by eliminating 

the need for transportation. This installation also reduces the customer’s CO2 output by roughly 60,000 kg per system 

per year. 
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2 x Hy.GEN 50 at Philips in Belgium 

The Hy.GEN-e 

Hygear’s Hy.GEN-e is a hydrogen generator based on electrolysis, a process by which hydrogen is generated 

from water and electricity. Hy.GEN-e systems are based on alkaline stacks, as this is currently a reliable and cost-

effective solution for electrolysis. Hy.GEN-e systems are slightly larger compared to the Hy.GEN systems and for 

that reason only the 50 m3/h and 100 m3/h systems are built inside shipping containers. The larger systems, 150 m3/h 

and 250 m3/h, are both skid mounted. Like the Hy.GEN systems, Hy.GEN-e systems are automated, do not require 

an operator, and can be load-following to ensure the customer always receives the correct volume of hydrogen. 

In July 2020, HyGear announced that it signed a distributor agreement with PERIC for hydrogen generation 

through water electrolysis to further extend the product offering in on-site hydrogen supply. PERIC is the leading 

manufacturer of alkaline electrolyser stacks and, via this agreement, HyGear will offer the PERIC systems to their 

customers. Depending on the customer’s needs, HyGear will additionally offer compressors and storage and ensure 

that one central control unit will control the plant.  

The Hy.REC 

The Hy.REC system is the latest addition to the HyGear product portfolio. The principal of the Hy.REC 

system is to recover and recycle hydrogen containing gas streams from production processes. Industries that require 

hydrogen for their production are, for example, the glass and metal industries, which use hydrogen, in most cases 

combined with nitrogen, to create a protective atmosphere during the production process. Venting of hydrogen 

containing gas flows occurs to ensure the atmosphere does not get polluted with other materials. With the Hy.REC 

system, industrial customers can capture the vented gas, clean it and remove impurities. Once the gas is cleaned, it is 

supplied back to the production line where the gas is injected into the process again. 

The whole recycling process results in a reduction of industrial gas consumption for the customer which, in 

turn, reduces further transportation activities for gas at the customer site. With reduced supply chain activities, the 

total output of harmful emissions, like CO2 and NOx, over the whole value chain is reduced. 
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Hy.REC ready for shipment to Saint-Gobain Porz, Germany 

HyGear has installed the first full scale Hy.REC system in Saint-Gobain Porz, Germany, as pictured above. 

After a long development and testing program, where first a small-scale system has been tested followed by single 

component testing, HyGear installed the Hy.REC system at Saint-Gobain in 2019. At first, HyGear has only extracted 

the gas from the float line and cleaned it up to Saint-Gobain’s desired specifications. After a successful testing period, 

HyGear and Saint-Gobain are now working on phase two, by installing the piping that will bring the cleaned gas back 

to the float line. These works are expected by HyGear to be finished in the first quarter of 2021 and the full operation 

of the Hy.REC is expected to begin in that same quarter. 

The Hy.PURE 

Hygear’s Hy.PURE system is designed to be able to clean up hydrogen-containing gases to high purity 

hydrogen by using pressure swing adsorption (PSA) technology. Different gas streams can be purified by either 

upgrading hydrogen-containing mixtures, by removing undesired gaseous impurities, or by purifying industrial grade 

hydrogen. 

The Hy.PURE system not only pre-treats the hydrogen from the current gas stream, by further removing 

impurities, but also post-treats the hydrogen from gas mixtures where it is recovered, cleaned and fed back into the 

process. The challenge of purifying mixed gaseous atmospheres is, that they are extracted from the process at lower 

pressures while gas purification usually requires a higher pressure differential. HyGear’s proprietary vacuum pressure 

swing adsorption technology minimizes the need for compression. 

 

 

 
Hy.PURE at AGC Mol, Belgium 

At AGC in Mol, Belgium, HyGear has installed a Hy.PURE system. This Hy.PURE system is upgrading the 

gas quality of the nitrogen that AGC requires in their production process. At this location in Mol, Belgium, AGC 
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receives the nitrogen from another supplier via a pipeline. However, the quality of the gas from this pipeline was not 

suitable for the new production process of AGC. For this reason, HyGear offered the Hy.PURE system, which resulted 

in AGC receiving the nitrogen according to their requirements at the lowest possible cost due to the pipeline supply 

and on-site purification of the nitrogen. 

The Mix.GEN 

Many industries use a combination of multiple gases in their production process. HyGear offers customer 

specific on-site gas generation and mixing. This is more reliable and cost effective than conventional mixed gas supply 

by premixed cylinders. 

HyGear supplies mixtures of hydrogen, nitrogen and oxygen gas, using on-site generation technologies in 

combination with an advanced gas mixing station. These mixing stations are offered under the name Mix.GEN, are 

built inside shipping containers and are fully automated. By using an operator interface, the customer can easily adjust 

the required mixture that is created by the Mix.GEN system. 

HyGear Business Activities 

Turnkey 

In its Turnkey business unit, HyGear sells a complete system to customers. Such projects included systems 

to manufacturing industries like glass factories, for research institutes, or for hydrogen fueling stations. The Turnkey 

system is offered on a global scale with past commissioning in countries such as the United States, Belgium, Spain, 

Germany and Bangladesh.  

HyGear sells systems either via direct contact to customers or via participation in tenders. During contract 

negotiations, HyGear agrees with the client on the value of the contract, installation specifications and key delivery 

dates (such as factory acceptance test and commissioning).  

A Turnkey project can last from three to twelve months, depending on the size of the system. Customers 

typically agree to multiple milestone payments, with the first milestone payable to HyGear immediately after signing, 

and the last milestone payment after the installation is commissioned.  

Gas-as-a-Service  

The GaaS business unit generates stable monthly cash flows by way of long-term hydrogen supply 

agreements with customers. HyGear installs the system at the customer location and charges a monthly fixed fee, 

which covers the initial investment, and a variable fee which is dependent on the level of hydrogen consumption and 

covers the ongoing maintenance costs. The GaaS contracts are typically signed for a period of five to fifteen years and 

contain customer lock-up terms, by which customers need to pay significant early termination fees.  

Pursuant to these GaaS contracts, HyGear is committing to a 100% hydrogen supply guarantee to its 

customers, and for this reason HyGear is currently only offering GaaS contracts in selected regions. To make sure that 

HyGear can guarantee this 100% reliability, a three-layered approach is used. The first step is the on-site generation 

includes redundancy in the production capacity to be able to cover a failing system. Then as a second back-up, on-site 

storage is installed at the customer’s site. The size of this storage is typically sufficient to supply a customer with 

hydrogen for another two to three days in the event that all hydrogen generators fail. Finally, as the third layer, HyGear 

has its own fleet of tube trailers that can supply the hydrogen to the customer whenever needed. These trailers will be 

filled with hydrogen at a DPH of HyGear or at partner companies that supply hydrogen. Currently, HyGear has made 

available several locations in Europe where trailers can be filled with hydrogen. 

As of September 30, 2020, HyGear has nine active GaaS sites operational at seven sites, with several new 

systems in the final stages of commissioning. HyGear’s GaaS customers are located in various countries, such as 

Spain, Germany, Turkey, Czech-Republic (under construction) and Belgium.  

Maintenance & Service (M&S) 
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In order to achieve satisfactory performance, all HyGear systems require maintenance activities once or twice 

a year, depending on specifications. For systems that are sold under Turnkey, this results in annual revenue streams 

for the M&S teams. To continue adding value to customers, HyGear signs maintenance and service contracts with 

most Turnkey customers. Under these contracts, the parties agree on a price for the scheduled maintenance activities 

that need to be performed.  

In most instances HyGear is supplying the parts and executing the maintenance activities, however, there are 

also contracts where the customer is only buying the parts from HyGear. There are also service contracts, where the 

customer pays a yearly fixed fee to HyGear to get remote support and a response time guarantee.  

In the event a system should fail or show an error, the customer can contact the HyGear service engineers, 

who are able to log into the system remotely and provide customer assistance. 

Decentralized Production Hub  

A key factor in the roll-out of the GaaS contracts are the DPH. A DPH is needed to supply the GaaS customers 

with back-up supply whenever needed or to allow HyGear to utilize the on-site systems in a GaaS territory to a 

maximum and truck in the peak consumption, thus allowing an optimization of total capex per unit volume production. 

A DPH is not only there for the GaaS customers but is also producing hydrogen on a continuous basis and presents a 

business opportunity in the supply of gases by tube trailer or cylinder filing. Typically, hydrogen is trucked from large 

plants to local distribution hubs where hydrogen is transferred from tube trailers to cylinder racks and cylinders. This 

is believed to be an inefficient process and by using a Hy.GEN system, a distribution hub can be transferred into a 

DPH which increases the profitability of the hub.  

The places to build DPHs are areas where no large hydrogen plant is nearby, as this makes trucking of 

hydrogen more expensive. Contracts from the DPH for the supply of hydrogen are typically shorter-term contracts, 

from one to two years on average, and do not guarantee minimal hydrogen off-take agreements. HyGear sources DPH 

customers in the market and believes it competes on price against other industrial gas suppliers.  

HyGear currently has a DPH operational in Arnhem where it sells hydrogen to clients from the Benelux, 

Germany and the United Kingdom. 

In 2019, HyGear formed a joint venture with BUSE HyGear Ltd. with the objective to produce, fill and 

distribute hydrogen in the United Kingdom. It will operate from West Bromwich near Birmingham, in the West 

Midlands, at the existing site of Buse Gases Ltd. HyGear will deploy the Hy.GEN technology to produce cost-effective 

hydrogen and distribute to the existing customers of Buse Gases Ltd., as well as future HyGear’s GaaS customers in 

the region. 

HyGear Research & Development 

Hygear conducts R&D for new products and services and is established as a separate business unit within 

HyGear, offering services to companies within the HyGear group, but also as a commercial activity to other companies 

on a contract engineering basis.  

Activities mainly target four areas at this time: 

• New and improved hydrogen generation from SMR (new fuels, new components, cost reduction of designs 

and new designs for different capacities); 

• New and improved hydrogen generation systems by electrolysis (Hy.GEN-e), mostly targeted towards 

alkaline and PEM (polymer electrolyte membrane) electrolysis systems and some more limited activities on 

Solid Oxide Electrolysis; 

• CO2 capture and utilization to develop a viable pathway towards “blue” hydrogen; 

• Hydrogen filling applications, mainly compression and dispensing technologies and total plan engineering 

for fleet stations. 

HyGear has historically been successful in acquiring government grants, generating a steady revenue stream 

for the past fifteen years.   
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Addressable End Markets 

HyGear is active in two distinct end markets for supply of systems and hydrogen to its clients: The Industrial 

Gas market and the Hydrogen Energy market. The industrial gas market is focused on industrial users that need 

hydrogen, oxygen or nitrogen in their production process. The hydrogen energy market is focused on hydrogen as an 

energy carrier, for example for the use in mobility. To date, HyGear has been considerably more active in the industrial 

gas market, mainly because this market is more mature and offers opportunities for growth and profitability. However, 

with the forecasted increase in hydrogen consumption for energy purposes, HyGear believes it is well positioned to 

play an active role in this market as well. The specifications of both addressable markets are discussed in more detail 

below:  

Hydrogen as an Industrial Gas 

The main players in the industrial gas markets are Air Liquide, Linde, Praxair and Air Products. These 

companies collectively have more than 50% market share of the entire industrial gases production. The industrial gas 

market consists mainly of Hydrogen, Nitrogen and Oxygen. These gases are utilized in industry today and all have 

their own specific uses. Hydrogen has the largest share with an estimated output of 115 billion Nm3 by 2023 

(Freedonia, World Hydrogen Report, 2014). 

Hydrogen is used in various industries and not all of these industries are inside the scope of HyGear’s 

capabilities. HyGear has a focus on the so-called merchant (bulk) quantities for hydrogen supply. The bulk segment 

covers roughly 28% of the market based on the revenue split of Linde which is equal to an estimated amount of 

32.2 billion Nm3 by 2023 (figures and estimates based on Linde’s Annual Report, 2019). 

Merchant hydrogen customers are currently served from central hydrogen generation plants and get deliveries 

by road transportation. Transportation costs, and associated pollution effects, heavily depend on the proximity of the 

end user of hydrogen to the generation plant. As a result, HyGear has identified three distinct types of geographies of 

which two present a good entry point for HyGear’s on-site technologies.  

The centered geographies are characterized by a well-established distribution infrastructure for hydrogen 

over the area, relatively small trucking distances, and multiple suppliers in the market, which cause more pressure on 

prices and margins. An example of such geography is the Benelux. 

In the dispersed geographies, sources of hydrogen are unevenly distributed over the area, with only a handful 

of suppliers active in the market. This creates the need for large trucking distances for bulk gas suppliers. Since there 

are few alternatives for customers in the area, it forces them to become price takers. An example of such a geography 

is Spain, which has hydrogen generation plants mainly around the shore lines of the country, with a limited production 

capacity inland. HyGear believes that it can target similar geographies, where it could offer clients located far from 

centralized hydrogen generation plants the benefit of on-site gas generation. 

The isolated geographies have very limited sources of hydrogen available. This shortage of availability and 

poor infrastructure force customers to truck hydrogen at greater distances and in larger quantities, which result in 

higher end prices. An example of such a geography is Thailand-Cambodia-Vietnam. HyGear believes that its offering 

is very attractive for clients in isolated geographies, as on-site production helps ensure 100% availability of industrial 

gases, which otherwise would disturb the production processes at the customer site.  

A selection of industries that use hydrogen in their production process and within the scope of HyGear are 

the following: the flat glass, metal, food and semiconductor industries. These industries have hydrogen consumption 

that varies on average between 50 Nm3/h and 700 Nm3/h, all depending on the type of product they manufacture and 

the size of the factory.  

In the glass industry, hydrogen is combined with nitrogen to create a protective atmosphere. This is required 

due to the unique process in this industry. To ensure that perfectly flat glass is created, a technology is developed 

where molten glass is spread out on a bath of molten tin. Since glass is lighter than tin, glass floats on top of the tin. 

However, due to the high temperatures involved with presence of oxygen, there would be oxidation, which would 

result in imperfections in the glass. To prevent the oxidation process, a mixture of hydrogen and nitrogen is injected 
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to create the protective atmosphere without oxygen. In this gas mixture, nitrogen acts as the inert gas and protects the 

glass, where the hydrogen is present to react with the last bits of oxygen to water to prevent the start of an oxidation 

process. 

Through internal market studies HyGear identified factories that use hydrogen in their production. 

The identified factories have an expected consumption of 50 to 700 Nm3 of hydrogen per hour. By combining 

multiple HyGear systems, HyGear expects to be able to meet hydrogen demand to a significant part of these factories. 

With HyGear already having an established presence in these markets, HyGear plans to continue to expand sales 

efforts to further penetrate these markets and generate new installation projects.  

Hydrogen Energy Market 

On a global scale, governments, companies and individuals are striving to reduce the use of fossil fuels and 

output of harmful emissions. This means that alternative sources of energy must be found and, more importantly, 

alternative storage mediums are required. For the efficient and green storage of energy, several governments and 

independent report studies concluded that hydrogen is a potential solution.  

A 2017 McKinsey study “Hydrogen Roadmap Europe” estimates that in an ambitious scenario, hydrogen 

could meet 24% of final energy demand by 2050, compared to 2% in 2015. Most growth is estimated to come from 

transportation, heating and power for buildings, and industry energy. This 2017 McKinsey study identifies the 

potential for generating approximately 2,250 terawatt hours (TWh) of hydrogen by 2050, representing roughly a 

quarter of the EU’s total energy demand. This amount would fuel about 42 million large cars, 1.7 million trucks, 

approximately a quarter of a million buses, and more than 5,500 trains. It would heat more than the equivalent of 52 

million households (about 465 TWh) and provide as much as 10% of building power demand. In industry, 

approximately 160 TWh of hydrogen would produce high-grade heat and another 140 TWh would replace coal in 

steelmaking processes in the form of direct reduced iron (DRI). 120 TWh of hydrogen combined with captured carbon 

or carbon from biomass would also produce synthetic feedstock for 40 Mt of chemicals in 2050. 

Achieving this vision puts the EU on a path to reducing about 560 Mt of CO2 emissions by 2050 – as much 

as half of the required abatements needed to achieve the 2-degree scenario. The EU needs to reduce its CO2 emissions 

from 3,500 Mt today to 770 Mt in 2050. Deploying available technologies and existing energy- and climate-related 

commitments from European countries would close approximately 60% of the gap. The use of hydrogen in end sectors 

could help to reduce half of the remaining 1,100 Mt and achieve the 2-degree scenario. In addition, it could enable 

deep decarbonization of the power sector and hence indirectly reduce carbon emissions. Besides reducing carbon 

emissions, the deployment of hydrogen and fuel cell technologies would remove local emissions. In transportation, 

NOX emissions could be reduced by 0.5 Mt per year in 2050. Rivers, lakes, and ports would be less polluted, steel 

and other industrial plants would avoid dust and tar exhaust, and noise from diesel trains and trucks would drop 

significantly. The projected deployment of hydrogen would create an estimated EUR 130 billion industry for the fuel 

and associated equipment for EU companies by 2030, reaching EUR 820 billion by 2050. It would create a local 

market for EU industry to use as a springboard for competing globally in the new hydrogen economy. The export 

potential in 2030 should reach an estimated EUR 70 billion, with net exports of EUR 50 billion. Altogether, the EU 

hydrogen industry could provide employment for about 1.0 million highly skilled workers by 2030, reaching 5.4 

million by 2050. 
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Source: McKinsey, Hydrogen Roadmap Europe, 2017 

Hydrogen has long been believed to be a potential low-carbon transport fuel but establishing it in the transport 

fuel mix has been difficult. However, the fuel cell electric vehicle (“FCEV”) market is beginning to accelerate, as 

evidenced by recent developments in Asia. The global FCEV stock nearly doubled to 25,210 units at the end of 2019, 

with 12,350 new vehicles sold – more than doubling the 5,800 units purchased in 2018. 

To power an increase in hydrogen demand worldwide, infrastructure investments must be considered. 

HyGear wants to play an active role in the upcoming infrastructure development, particularly in the build-out of 

hydrogen refueling stations. According to the International Energy Agency, an intergovernmental organization formed 

out of more than 35 countries, at the end of 2019, 470 hydrogen refueling stations were in operation worldwide, an 

increase of more than 20% from 2018. Japan remains the leader with 113 stations, followed by Germany (81) and the 

United States (64). The number of stations in operation expanded considerably in Korea (+20), Japan (+13) and 

Germany (+12) over the past year while in China it increased threefold (from 20 to 61).  

Hydrogen Europe, a coalition of 62 companies – comprising OEMs, fuel cell and hydrogen technology 

suppliers, refueling and hydrogen infrastructure providers, truck operators, users of road freight services and related 

industry associations – have unveiled in 2020 during the European Hydrogen week plans for 1,000 hydrogen stations 

across Europe by 2030. Korea announced that it plans to have 1,200 operational hydrogen stations by 2040, and 

Japan plans to have 900 stations by 2030.   

In 2019, HyGear commissioned a Hy.GEN 150 for Pit Point, a hydrogen refueling station in Arnhem, the 

Netherlands. The aim of this project is to act as a filling hub for the hydrogen powered buses in the city of Arnhem. 

Hydrogen consumption per day is expected to reach around 230 kg of hydrogen.  

Overview of Employees 

HyGear currently has 86 employees spread over two offices, the headquarter in Arnhem with 79 employees 

and the Asia office in Singapore with seven employees. HyGear works as a matrix organization, where certain 

functional groups report to their respective managers based on expertise. Project Managers are assigned to use people 

from different expert groups in their project structures. As HyGear operates in two different geographies, the 

Singapore office also has an operational manager for day to day reporting duties. These people do have double report 

lines to their functional managers as well as their local country manager. A simplified version of the organizational 

chart of HyGear is provided below: 
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Employees are all contributing to a pension fund and have other secondary benefits, for example in the form of 

reduction in working hours. HyGear is also supporting a healthy lifestyle by giving employees access to its gym and 

sports activities are organized on a monthly basis. 

Sales and Marketing 

Currently the HyGear sales force consists of a team of eight people spread over the offices in the Netherlands 

and in Singapore. HyGear had a strong focus on Europe and Asia which has resulted in a broad agent and distributor 

network around these geographies. The team located in the Netherlands is taking care of the customers in Europe and 

the Americas and Hygear has appointed some agents for certain areas in Eastern Europe. The Singapore team is 

responsible for the Asian region including the Middle East.   

In the Asian region, HyGear is currently working with over 12 agents and distributors all in different countries 

and areas of expertise. Before COVID-19, HyGear also actively participated in business trade shows and trade 

missions. This activity has paused due to COVID-19. 

Manufacturing Facilities and Logistics 

The products of HyGear are assembled in its own facilities in Arnhem, the Netherlands. HyGear currently 

has two facilities there where systems are being built. Both facilities are located at the same industrial park at the 

Westervoortsedijk location. 

During the process of building the systems, HyGear receives components from its suppliers that are mounted 

in container skids. This process from receipt of first parts through completion of the build typically takes from three 

to twelve months, depending on the specifications of the systems. After completion of construction, the systems are 

tested at the facilities of HyGear. Once they have completed the Factory Acceptance Test program, the systems are 

prepared for shipment and shipped to the customer. 

HyGear has various business models, which carry different agreements with customers on logistics. For turn-

key projects, the most common Incoterm that is used is Ex Works (“EXW”), where the seller merely has to make the 

goods available, suitably packaged, at the specified place or Free Carrier (“FCA”), where the seller is responsible for 

export clearance and the buyer assumes all risks and costs after the goods have been delivered at the named place. For 

the GaaS customers, on the other hand, HyGear is completely responsible for the transport and this results in Delivered 

at Place delivery, where the buyer is responsible for import clearance and any applicable local taxes or import duties. 

When looking at the DPH business, there are two possibilities again, either EXW or DDP. The customer base at the 

DPH varies from other industrial gas suppliers who bring their own trailers and cylinders to the HyGear DPH. These 

customers are under the EXW Incoterm. There are also industrial customers who are the end-users of the hydrogen. 

For these situations, HyGear is delivering the gas to the customer under the DDP Incoterm. 
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Purchasing Activities 

The principal raw materials used by HyGear to manufacture its products are stainless steel, precious metals, 

activated carbon and natural gas. HyGear also procures vessels, containers and other large pieces of equipment that 

are integrated in the systems. Certain components like the reactors and heat exchangers are custom built for HyGear 

based on HyGear’s design. The construction of these reactors must be done by certified people, which work is 

outsourced by HyGear.  

To ensure the continuity of supply and to avoid being fully dependent on one supplier, HyGear has the 

strategy to make sure there are two to three suppliers that can supply the core components of the systems at any point 

in time. Currently, the majority of parts and goods are sourced in Western Europe and North America.  

Overview Patents, Trademarks, and Licenses 

List of Filed, Granted and Active Patents 

HyGear owns 14 active patents for the systems it produces. Some examples are provided below:  

• DE102006046052 Uitschuifbare Stoom Reformer. Innovation on design of compact steam reformer of 

which the catalyst is easy to replace. Design has an improved heat and mass transfer; 

• DE102006046051 Regelbare warmtewisselaar. Controllable heat exchanger. The exchanger has an area 

for a medium that is to be cooled, another area for a cooled medium, and a heat transferring surface 

transferring heat between the areas. A liquefiable portion of the cooled medium is collected in a lower 

region of one of the areas. A fluid supply with a probably defined level is formed, such that an 

evaporation process takes place in a predetermined and periodic manner to control the temperature of 

the medium to be cooled by varying the fluid level in the former area; 

• EP2223739(EU:CZ, DE, ES, FR, GB, IT, NL) Steam Reformer EU. Design of indirect heated steam 

reformer with high heat flux. Apparatus for converting a feed gas comprising organic compounds and 

water vapor into a product gas substantially comprising carbon dioxide and hydrogen, comprising a 

reformer part with at least one reaction chamber which is provided with an inlet opening for feed gas 

and an outlet opening for product gas and which is bounded by the inner wall of an outer tube closed at 

one outer end and the outer wall of an inner tube received coaxially in this outer tube and open at both 

its outer ends, and a furnace part for heating the reaction chamber, wherein the inlet opening is provided 

by the open outer end of the inner tube distally of the closed outer end of the outer tube, and the outlet 

opening is provided by the open outer end of the outer tube; 

• EP2712910 (EU:NL, BE, DE, LU) Neerwobber EU. System to reduce Wobbe-index of a gas while 

producing energy. Method for converting a first gas mixture comprising hydrocarbons to a product gas 

mixture with a lower Wobbe index than the first gas mixture, comprising the steps of (i) providing the 

first gas mixture, (ii) providing a second gas mixture comprising hydrocarbons, (iii) providing a third 

gas mixture comprising oxygen, (iv) carrying the second and the third gas mixture into a chemical reactor 

configured to produce a fourth gas mixture comprising carbon dioxide gas, and (v) carrying the fourth 

gas mixture into the first gas mixture, thus obtaining the product gas mixture, and apparatus for 

converting a gas mixture comprising hydrocarbons in accordance with this method; 

• NL20132010816 VSA biogas NL. Using vacuum to separate biogas. Method for separating a first gas 

mixture comprising carbon dioxide (CO2) and methane (CH4) into a second gas mixture with a relatively 

high methane content and a third gas mixture with a relatively high carbon dioxide content, performed 

in accordance with a vacuum swing adsorption process (VSA process), wherein the adsorption mass 

comprises carbon molecular sieve (CMS) material, and device for performing such a method. 

NL2014700 Generating H2 from sulfur containing hydrocarbon feed. Innovation on removing Sulphur 

species from feed by using a pressure swing system.  

Registered Trademarks 

HyGear holds trademarks for “HyGear” in the European Union, United States, United Kingdom, Singapore, 

Vietnam and the Philippines. Furthermore, HyGear also holds select trademarks for the names of its products, such as 

Hy.GEN and Hy.REC. 
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Licenses 

HyGear’s systems are built, designed and tested according to the PED and CE standards, with the exception 

of systems that are shipped to countries that work according to the ASME standards. In this case, the pressure vessels 

in the system will be designed, built and tested according to the ASME standards. 

There are area classification of the Hy.GEN systems, which from part of the Machinery Directive 

(2006/42/EC) is applicable. In order to determine whether an acceptable level of safety is obtained, the NEN-EN-IEC 

60079-10-1 (Part 10-1: Classification of areas – Explosive gas atmospheres) is applied. According to NEN-EN-IEC 

60079-10-1, it can be concluded that the conditions of a zone 2 NE (non-hazardous) classification for the Hy.GEN 

100 system is met when: 

• the system is placed in a non-hazardous area in order to have under all circumstances the presence of possible 

flammable gasses far below the lower explosion limits at the intake of the ventilation air; 

• the Hy.GEN 100 system interior contains only secondary grade release sources, which are sources that under 

normal circumstances do not release flammable compounds; and 

• Due to the ventilation that reduces the concentration at the source of release virtually instantly, a “high degree 

ventilation” classification for the Hy.GEN 100 system is reached. This results in a concentration below the 

lower explosion limit. The Hy.GEN 100 system has a minimum ventilation of 1000 m3/h and a maximum of 

10000 m3/h when in operation. 

HyGear Recent Material Developments 

New Offering in the HyGear Technology Portfolio 

HyGear’s most recent development that was launched on a commercial scale is the Hy.REC system for the 

flat glass industry. This system captures the hydrogen containing gas that normally is vented to the atmosphere by the 

factory. After it has been captured, it goes through various steps in the system where all dust, sulfur, oxygen and other 

impurities are removed and the gas is pressurized before it is fed back to the process of the factory. The Hy.REC helps 

the industry to reduce their output of harmful emissions and their operating expenses. By recycling the gas, the factory 

reduced the consumption of “fresh” gas from its gas suppliers. 

Continuous R&D Efforts and New Subsidy Programs 

HyGear is also continuously working on EU projects and other R&D programs. A recent example of the 

R&D projects is the so-called “filler-charger”. In this R&D project, HyGear is cooperating with Nedstack to make a 

machine that can charge BEV and refuel FCEVs. There will be a need for this system in the future as bringing sufficient 

power to a large fueling station with charging points to charge BEV will be very difficult. Combined with the 

expectation that there will be a serious hydrogen fueling infrastructure, this can be the solution. The main issue 

regarding the power supply is also shown in the image below from McKinsey (McKinsey, Hydrogen Roadmap 

Europe, 2017). 

 

Source: McKinsey, Hydrogen Roadmap Europe, 2017 



 

 

31 

The idea behind the filler-charger is that there will be no need to bring an 8 MW power connections to a 

fueling station to ensure that 60 fast chargers can be operated at the same time. These 60 fast chargers are required to 

fill the equivalent of what four hydrogen dispensers can do in the same amount of time. If hydrogen is available at the 

site, by use of a fuel cell we can produce electricity onsite. This electricity can then be used to charge BEV and at the 

same time the hydrogen can also be used to directly fuel FCEV.  

Impact of COVID-19 

The direct impact of the COVID-19 pandemic is different for the various parts of HyGear’s business. The 

Company follows the guidelines and directives on containment from the Dutch government and State Institute for 

Health and Environment (RIVM). The reduction of Hygear’s assembly work force in connection with the COVID-19 

pandemic is expected to delay delivery of products to customers and reduce revenue for the year. It will also affect 

HyGear’s revenue and margins as the staff that was laid off was more expensive temporary workers and fixed costs 

will have to be covered by a fewer range of activities. Additionally, certain GaaS projects are deemed financial leases 

and revenue and margins are acknowledged at the timing of commissioning. Delay in commissioning (partly due to 

travel restrictions) are both impacting revenue, margins and operating profit in 2020 negatively compared to 2019. 

HyGear’s policy since the early outbreak in March 2020 has been that all its employees that can work from 

home will work from home. Employees who cannot work from home, mainly assembly and service staff, should work 

on the HyGear’s premises and adopt several measures like safe distancing, personal hygiene and in several situations 

wear protective face masks.  

Due to the RIVM guideline to maintain 1.5 metres of social distance on the work floor, the work force in the 

assembly hall had to be reduced. This was done by releasing the majority of the third-party work force. HyGear has 

so far not experienced a major disturbance in its supply chain.  

Travel restrictions have had a significant impact on the ability of the delivery team to provide services, 

maintenance and installation works at the site of customers. After the restrictions were imposed, HyGear has so far 

been able to keep servicing nearby systems in Europe, sometimes with special permits for example in Spain and 

Belgium. For all other locations, HyGear has been able to provide services by remote support, making use of 

customers’ technical staff.  

The impact on the work by R&D and Engineering is relatively limited, although the testing of new technology 

for subsidy projects may be delayed due to the lack of capacity in assembly and social distance measures in the 

laboratories. 

DETAILS OF THE ACQUISITION 

On December 8, 2020, the Purchaser entered into the Purchase Agreement with the Sellers in connection 

with the Acquisition by the Purchaser of all of the issued and outstanding shares of HyGear held by the Sellers (the 

“HyGear Shares”).  

The following is a summary of the material terms of the Purchase Agreement. This summary does not purport 

to be complete and is subject to, and is qualified in its entirety by reference to, the provisions of the Purchase 

Agreement, a copy of which has been filed on SEDAR at www.sedar.com. 

Purchase Price 

The Purchase Price payable by the Purchaser pursuant to the Purchase Agreement on the Acquisition Closing 

Date for the acquisition of the HyGear Shares is EUR 82,000,000 ($127,346,000), subject to certain closing and post-

closing adjustments, including leakage mechanism adjustments. The Purchase Price will be paid to the Sellers in cash 

in an amount of EUR 42,000,000 ($65,226,000) (the “Cash Portion”) and in Common Shares representing a total 

value of EUR 40,000,000 ($62,120,000) (the “Share Consideration”). The number of Common Shares to be issued 

was determined based on a deemed issuance price of $6.03 per Common Share, reflecting a total value of such Share 

Consideration to be equal to $62,120,000. Xebec has applied to list the Common Shares issuable as partial 

consideration for the Acquisition on the TSXV. The listing of the Common Shares, and the approval of the Acquisition, 

remain subject to the approval of the TSXV.    

http://www.sedar.com/
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An amount equal to EUR 4,200,000 ($6,522,600) (the “Indemnity Holdback”) will be held from the Cash 

Portion as security for the performance of the obligations of the Sellers under the Purchase Agreement, transferred to 

Intertrust Escrow & Settlements B.V., as escrow agent, and disbursed in accordance with an escrow agreement in the 

form of Schedule 7 to the Purchase Agreement (the “Escrow Agreement”). 

Adjustments to Purchase Price 

Any Leakage (as such term is defined in the Purchase Agreement), other than as permitted under the Purchase 

Agreement, that occurs between October 1, 2020, and the Acquisition Closing Date will be deducted from the Share 

Consideration, equivaling in a decrease of the Purchase Price on a Euro-for-Euro basis by the amount of such Leakage. 

The Purchase Price will also be increased on a Euro-for-Euro basis on the Acquisition Closing Date by any 

outstanding indebtedness of HyGear and its subsidiaries as of such date. 

The Purchase Agreement also provides for adjustments to the Purchase Price with respect to any additional 

Leakage identified by the Purchaser within nine months after the Acquisition Closing. 

Closing Conditions 

The Acquisition Closing is subject to, inter alia, the following mutual conditions, which are to be satisfied 

at or prior to the Acquisition Closing Date: (a) the receipt of the required notifications, approvals, orders and 

authorizations, (b) the absence of any order issued delaying, materially restricting or preventing, and no pending claim 

or judicial or administrative proceeding, or investigation against any party to the Purchase Agreement by any person, 

for the purpose of enjoining, delaying, restricting or preventing the performance of the Purchase Agreement or the 

consummation of any of the transactions contemplated thereby, (c) the receipt of conditional approval from the TSXV 

and, as applicable, the TSX for the transactions contemplated by the Purchase Agreement (the “TSXV Condition”) 

and (d) the availability of the financing required to pay the Cash Portion (the “Financing Condition”).  

The Acquisition Closing is also subject to a condition for the benefit of the Purchaser, which is to be satisfied 

at or prior to the Acquisition Closing Date, being that there shall have been no material adverse effect on HyGear and 

its subsidiaries (collectively, the “Group”).  

Representations and Warranties 

The Purchase Agreement contains representations and warranties made by the Sellers in favour of the 

Purchaser that are customary for a transaction of this nature and size, including inter alia, with respect to:  authority, 

validity and effect, title to securities, no breach, organization and corporate power, subsidiaries, authorization, 

securities, financial statements, no material adverse change, absence of certain developments, title to assets, 

sufficiency, tax matters, contracts and commitments, intellectual property, litigation, governmental consents, 

employee benefit plans, insurance, environmental matters, affiliated transactions, brokerage, permits, compliance with 

laws, employees, customers and suppliers, and product liability. 

The Purchase Agreement also contains representations and warranties made by the Purchaser and Xebec in 

favour of the Sellers that are customary for a transaction of this nature and size, including inter alia, with respect to: 

organization and corporate power, authorization, no violation, consents and the Common Shares to be issued as Share 

Consideration. 

Covenants 

The Purchase Agreement contains customary covenants of the Sellers and the Purchasers commencing on 

the date of the Purchase Agreement and ending on the Acquisition Closing (the “Interim Period”). 

The covenants of the Sellers include to provide that, among others, (a) subject to certain limitations, the 

Group’s business shall be conducted in the ordinary course during the Interim Period; (b) the Group shall not engage 

in specific types of transactions during the Interim Period unless consented to in writing by the Purchaser or as 

otherwise contemplated by the Purchase Agreement; (c) subject to certain conditions and limitations, the Purchaser 
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and its authorized representatives are provided with reasonable access at all reasonable times and upon reasonable 

advance notice to the offices, properties, books and records of the Group in order for the Purchaser to have the 

opportunity to make such investigation as it will reasonably desire to make of the affairs of the Group; (d) 

commercially reasonable efforts will be used to provide all cooperation as may be reasonably requested by the 

Purchaser in connection with the Financing Condition and the TSXV Condition; and (e) the Purchaser shall be 

promptly informed if the Group’s management becomes aware of any fact or any change in or affecting the Group’s 

business, financial condition or results of operations of the Group that have a material adverse effect. 

The Purchaser and Xebec have undertaken to maintain the head office of HyGear in Arnhem, Netherlands, 

for a period of at least three years after the Acquisition Closing Date. 

Each party has agreed to keep confidential and not disclose any information, whether written or oral, relating 

to any other party or its affiliates in connection with the Purchase Agreement without the prior written consent of the 

party concerned by the disclosure. 

Non-Solicitation and Non-Competition Undertakings 

For a period of three years from and after the Acquisition Closing Date, each of SDI and Marinus van Driel 

will not, and will cause their respective affiliates not to, directly or indirectly, solicit to hire, or hire, any employee, 

client, supplier or representative of the Group nor attempt to convince such persons to terminate, by any means, its, 

his or her employment, office or agreement with the Group or with the Purchaser or any of its affiliates, subject to 

certain exceptions set forth in the Purchase Agreement. 

For a period of three years from and after the Acquisition Closing Date, each of SDI and Marinus van Driel 

will not, and will cause their respective affiliates not to, (a) directly or indirectly, engage in or have any direct or 

indirect ownership interest in any business that is competitive (directly or indirectly) with the business of the Group, 

(b) create or acquire any direct or indirect shareholding in any person or group carrying on any business or activities 

which competes (directly or indirectly) with the business of the Group and (c) occupy any position as principal, 

manager, director, company representative, senior manager, employee, service provider or advisor in any other 

company, business or group whose business or activities compete (directly or indirectly) with the business of the 

Group, subject in each case to certain exceptions set forth in the Purchase Agreement. 

Termination Provisions 

The Purchase Agreement may be terminated as follows: (a) by mutual written consent of the Purchaser and 

the Sellers, (b) by either the Purchaser or the Sellers, if any Completion Action (as defined in the Purchase Agreement) 

is not duly performed by the other party (a “Defaulting Party”) on or before the Acquisition Closing Date, with 

immediate effect upon written notice to the Defaulting Party, or (c) by either the Purchaser or the Sellers, if the mutual 

conditions to the Acquisition Closing and the condition for the benefit of the Purchaser have not been fulfilled or 

waived on or before January 19, 2021, subject to extension and limitations in accordance with the Purchase 

Agreement, with immediate effect upon written notice by no later than 10 business days after the expiration of this 

deadline.  

If the Purchase Agreement is terminated under the circumstances described in subsection (b) of the preceding 

paragraph, the Defaulting Party will be obligated to indemnify the other party from any and all costs and expenses 

regarding the Acquisition. 

Indemnification Provisions 

Under the terms of the Purchase Agreement, the Sellers will indemnify the Purchaser and the Group from, 

subject to certain limitations and exceptions, all losses, damages or liabilities arising from: (a) any breach of, or any 

misrepresentation with respect to, any of the representations and warranties of the Sellers set forth in the Purchase 

Agreement; and (b) any breach by the Sellers of certain covenants set forth in the Purchase Agreement, including 

without limitation the restrictive covenants relating to non-competition and non-solicitation. The Purchaser will be 

indemnified by either Transact Risk Partners, as warranty and indemnity insurer to the Purchaser, in accordance with 

the buyer’s warranty and indemnity insurance policy susbcribed to in connection with the entering into of the Purchase 

Agreement (the “W&I Insurance Policy”) or the Sellers from the Indemnity Holdback or by a payment in cash to the 
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extent the Indemnity Holdback is entirely exhausted. Such indemnification rights will be subject to certain limitations 

and exclusions set forth in, and exercised in accordance with, the Purchase Agreement, the W&I Insurance Policy and 

the Escrow Agreement.  

Parent Guarantee 

Xebec has agreed to provide a guarantee in favour of the Sellers, pursuant to which Xebec will be jointly and 

severally (solidarily) liable with the Purchaser towards the Sellers with respect to the due and punctual performance 

by the Purchaser of the Purchaser’s obligations under the Purchase Agreement. 

Indemnity Limitations and Exceptions 

The Sellers will have no liability or obligation with respect to a breach of representations and warranties 

(other than fundamental representations and warranties set forth in the Purchase Agreement) unless the aggregate 

amount of the damages exceeds EUR 25,000 on an individual basis and do not exceed an amount equal to 1% of the 

Purchase Price cumulative basis, in which case the indemnified parties will be indemnified for the full amount and 

not merely the excess. 

The total aggregate liability of each Seller under the Purchase Agreement for breaches under certain 

covenants as well as for breaches of the representations and warranties not covered by the W&I Insurance Policy will 

be limited to the amount of such Seller’s relevant proportion of an amount of EUR 12,300,000, provided that the total 

aggregate liability of each Seller under the Purchase Agreement for breaches under such covenants and of such 

representations and warranties, excluding the environmental representations and warranties, will be limited to such 

Seller’s relevant proportion of the Indemnity Holdback. The total aggregate liability of each Seller under the Purchase 

Agreement for, inter alia, breaches of the fundamental representations and warranties as well as breaches under the 

restrictive covenants relating to non-competition and non-solicitation will be limited to the amount of such Seller’s 

relevant proportion of the Cash Portion, provided that the total aggregate liability of Stichting Administratiekantoor 

HyGear shall always be limited to its relevant proportion of the Indemnity Holdback. 

The Purchaser’s right to any payment to be made pursuant to the indemnification provisions in the Purchase 

Agreement (together with the Purchaser’s rights under the W&I Insurance Policy and under the Escrow Agreement 

with respect to the Indemnity Holdback) will be the Purchaser’s indemnified parties’ sole and exclusive source of 

recovery for any amounts owing to the Purchaser and the Group pursuant to the indemnification provisions in the 

Purchase Agreement. 

Governing Law 

The Purchase Agreement and all claims and defenses related thereto are governed by the laws of the 

Netherlands, without giving effect to any choice of law or conflict of law rules or provisions (whether of the 

Netherlands or any other jurisdiction) that would cause the application of the laws of any jurisdiction other than the 

Netherlands. 

FINANCING THE ACQUISITION 

The Corporation intends to satisfy the Purchase Price for the Acquisition and the costs related thereto through 

a portion of the net proceeds of the Offering and the Concurrent Private Placement, as well as with the issuance of 

10,301,824 Common Shares. See “Details of the Acquisition”, “Concurrent Private Placement” and “Use of 

Proceeds”.   

USE OF PROCEEDS 

The net proceeds of the Offering (excluding any exercise of the Over-Allotment Option and Earned Interest, 

if any, on the Escrowed Funds, and not factoring in the Dividend Equivalent Payment) and of the Concurrent Private 

Placement (excluding any exercise of the Private Placement Option and interest earned, if any, on the funds escrowed 

under the Concurrent Private Placement), after payment of the Underwriters’ Fee of $6,250,080, the Agency Fee of 

$1,375,000, the Capital Commitment Fee of $2,200,000 and expenses of the Offering and the Concurrent Private 
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Placement estimated to be approximately $1,000,000, will be approximately $169,176,527 in aggregate. If the Over-

Allotment Option and the Private Placement Option are exercised in full, the net proceeds of the Offering and of the 

Concurrent Private Placement (excluding interest, if any, on the Escrowed Funds and not factoring in the Dividend 

Equivalent Payment), after payment of the Underwriters’ Fee of $7,187,592, the Agency Fee of $1,581,250, the 

Capital Commitment Fee of $2,530,000 and expenses of the Offering and the Concurrent Private Placement estimated 

to be approximately $1,000,000, will be approximately $194,703,006 in aggregate. 

Upon release of the Escrowed Funds under the Subscription Receipt Agreement and of the funds escrowed 

under the Concurrent Private Placement, the net proceeds of the Offering (less any amounts required to satisfy any 

unpaid Dividend Equivalent Payment and the remainder of the Underwriters’ Fee, but including the Earned Interest, 

if any, on the Escrowed Funds) and of the Concurrent Private Placement (including interest earned, if any, on the 

funds escrowed under the Concurrent Private Placement) will be used by Xebec to finance (i) the cash portion of the 

Purchase Price payable in respect of the Acquisition on the Acquisition Closing Date and costs related to the 

Acquisition, (ii) future potential acquisitions (which may include the LOI Acquisitions) and growth opportunities, (iii) 

the potential repayment of indebtedness of HyGear, and (iv)working capital and general corporate purposes.  

 Not including the Over- 

Allotment Option or 

the Private Placement 

Option(1) 

Including the Over- 

Allotment Option or 

the Private 

Placement Option 

(both exercised in 

full) (1) 

Acquisition of HyGear (Cash Portion) and Related 

Costs 

$66,000,000 $66,000,000 

Future Potential Acquisitions (including the LOI 

Acquisitions) and Growth Opportunities(2)(3) 

$35,000,000 - 

$60,000,000 

$35,000,000 - 

$60,000,000 

Potential repayment of HyGear Indebtedness(3)   $29,500,000 $29,500,000 

Working Capital and General Corporate Purposes(4) 

 

$12,500,000 $38,000,000 

 

 
Notes: 

(1) For greater certainty, the above table sets forth the anticipated breakdown of the use of the net proceeds of both the Offering and the Concurrent 

Private Placement, after deduction of estimated expenses of the Offering and the Concurrent Private Placement. 

(2) A portion of the consideration for the LOI Acquisitions may be financed through cash-on-hand and/or the Corporation’s credit facility.  

(3) Any proceeds not ultimately required to pursue future potential acquisition and growth opportunities (including the LOI Acquisitions in the 

event that one or both of such acquisitions are not completed) or to repay indebtedness of HyGear is expected to be reallocated to working 

capital.  

(4) Funds will be used for general corporate purposes as well as to fund potential future acquisitions and growth opportunities, for the integration 

of future acquisitions, to finance working capital requirements of HyGear, to increase inventory, work in progress and to support market 

development. 

The Escrowed Funds will be held in escrow pending the earlier of the Acquisition Closing Time or the earliest 

date on which a Termination Event occurs (the “Termination Date”). 

The Corporation intends to spend the funds available to it as stated above. However, there may be 

circumstances where, for sound business reasons, a reallocation of the net proceeds may be necessary. The 

actual amount that the Corporation spends in connection with each of the intended uses of proceeds will depend 

on a number of factors, including those referred to under “Risk Factors” in this short form prospectus and the 

AIF. 

The Corporation had negative cash flow from operating activities for the year ended December 31, 2019 and 

the three and nine-month periods ended September 30, 2020. The Corporation’s working capital amount was 

approximately $52,875,858 as at September 30, 2020. The Corporation cannot guarantee if it will have positive or 

negative cash flow from operating activities in future periods. To the extent that the Corporation has negative cash 

flow in any future period, certain of the proceeds from the Offering and the Concurrent Private Placement may be 

used to fund such negative cash flow from operating activities. See “Risk Factors - Negative Cash Flow From 

Operations”. 
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Use of Proceeds Reconciliation  

On June 26, 2020, Xebec closed the June Offering. 

As at September 30, 2020, the Corporation had used $1.8 million of the net proceeds from the June Offering. 

Of the net proceeds used, $400,000 was used for legal, audit and other fees related to the public offering and 

$2,100,000  was used for working capital to support general operations. 

 Anticipated Use of 

Proceeds 

Actual use of 

proceeds as at 

September 30, 2020 

Investments 

Funds will be used to develop and invest in new renewable 

natural gas infrastructure projects. 

$18,000,000 - 

Working Capital 

Funds will be used for general corporate purposes as well as 

for the integration of future corporate acquisitions, to 

increase inventory, work in progress and to support market 

development. 

$7,627,162 $1,894,780 

Research and Development 

Funds will be used for research and development activities 

to expand the Corporation’s presence in the renewable gas 

space. 

$1,000,000 - 

Legal, Audit and other Fees related to the Offering $400,000 $397,019 

Total $27,027,162 $2,291,799 

 

These variances are not expected to have an impact on the Corporation’s ability to achieve its business 

objectives and milestones given that the use of the proceeds was projected on a 12 to 18-month timeline from the 

closing of the June Offering. 

DESCRIPTION OF SHARE CAPITAL 

The share capital of the Corporation consists of an unlimited number of Common Shares, without par value, 

and an unlimited number of preferred shares (“Preferred Shares”), without par value. As of the date hereof, there are 

106,293,642 Common Shares and nil Preferred Shares issued and outstanding.  

Common Shares 

Holders of Common Shares shall be entitled to receive notice of and attend all meetings of the shareholders 

of the Corporation (the “Shareholders”) and each holder of Common Shares shall have one vote for each Common 

Share held on all matters to be voted on by the Shareholders (except matters requiring the vote of another specified 

class or series voting separately as a class or series). Subject to the prior rights of holders of Preferred Shares, holders 

of Common Shares will be entitled to receive dividends, if any, as and when declared by the board of directors of the 

Corporation (the “Board”), in such amount and in such form as the Board may from time to time determine. On 

liquidation, dissolution or winding-up of the Corporation, whether voluntary or involuntary, or any other distribution 

of assets of the Corporation among the Shareholders for the purpose of winding-up its affairs, after payment of all 

outstanding debts and subject to the prior rights of holders of Preferred Shares, the holders of Common Shares will be 

entitled to receive the remaining property and assets of the Corporation. The holders of the Common Shares have no 

preemptive, redemption or conversion rights. All Common Shares, when issued, are and will be issued as fully paid 

and non-assessable without liability for further calls or to assessment by the Corporation.  
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Preferred Shares 

Preferred Shares are issuable at any time and from time to time in one or more series. The Board has the right 

to fix the number of and to determine the designation, rights, privileges, restrictions, and conditions attaching to the 

Preferred Shares of each series. The Preferred Shares of each series, with respect to the payment of dividends and the 

distribution of assets or return of capital in the event of liquidation, dissolution or winding-up of the Corporation, 

whether voluntary or involuntary, rank on a parity with the Preferred Shares of every other series and are entitled to a 

preference and priority over the Common Shares. The holders of a series of Preferred Shares shall not, as such, be 

entitled to receive notice of or attend any meetings of the shareholders of the Corporation and shall not be entitled to 

vote at any such meetings, except (i) where holders of a specified class or series of shares are entitled to vote separately 

as a class or series as provided in the CBCA or (ii) as may be provided for in the rights, privileges, restrictions, and 

conditions attached to any series of Preferred Shares. The holders of any series of Preferred Shares are entitled to 

receive, in priority to the holders of Common Shares, as and when declared by the Board, dividends in the amounts 

specified or determinable in accordance with the rights, privileges, restrictions and conditions attaching to the series 

of which such Preferred Shares form part.  

DIVIDEND POLICY 

Each holder of Common Shares and Preferred Shares is entitled to receive the dividends that the Board 

declares at its discretion. To date, the Corporation has not paid any dividends on any of its shares. The future payment 

of dividends will be dependent on the financial requirements to fund future growth and other factors which the Board 

may consider appropriate in the circumstances. As it is anticipated that all available cash will be needed to implement 

the Corporation’s business plan and growth, there are no intentions to pay dividends in the foreseeable future. 

The Offering Closing Date is anticipated to occur on or about December 30, 2020, and the holders of 

Subscription Receipts are entitled to receive, in the form of a Dividend Equivalent Payment, any dividends declared 

by the Corporation and payable to holders of Common Shares of record for any record dates established by the 

Corporation for the payment of dividends occurring between the period starting on or after the Offering Closing Date 

and ending before the Acquisition Closing Date (less any withholding taxes), provided that the Escrow Release 

Conditions are satisfied and the Acquisition Closing Time occurs on or prior to the Acquisition Outside Time. See 

“Description of Subscription Receipts”. 

PRIOR SALES 

The following table summarizes the issuances by Xebec of Common Shares or securities convertible into 

Common Shares in the 12-month period prior to the date of this short form prospectus:  

Date of Issuance 

Type of 

Security 

Exercise Price per 

Security or Price 

per Security Issued 

Number of 

Securities Issued 

December 27, 2019 (6) Common Shares $2.10 10,952,600 

December 27, 2019 (7) Compensation Options $2.10 657,156 

December 28, 2019 (1) Common Shares $1.05 95,000 

January 2, 2020 (4) Common Shares $1.05 10,000 

January 8, 2020 (4) Common Shares $1.05 45,000 

January 16, 2020 (3) Common Shares $1.85 500 

January 16, 2020 (8) Warrants $1.85 149,040 

January 21, 2020 (4) Common Shares $1.05 2,500 

January 22, 2020 (4) Common Shares $1.40 99,360 

January 22, 2020 (8) Warrants $1.85 99,360 

January 23, 2020 (1) Common Shares $1.05 50,000 

January 30, 2020 (1) Common Shares $1.05 25,000 

February 6, 2020 (2) Common Shares $0.75 4,800 

February 7, 2020 (1) Common Shares $1.05 477,500 
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Date of Issuance 

Type of 

Security 

Exercise Price per 

Security or Price 

per Security Issued 

Number of 

Securities Issued 

February 10, 2020 (3) Common Shares $1.85 99,360 

February 11, 2020 (1) Common Shares $1.05 16,666 

February 14, 2020 (7) Common Shares $2.10 49,287 

February 18, 2020 (1) Common Shares $1.05 3,500 

February 20, 2020 (1) Common Shares $1.05 602,500 

February 21, 2020 (3) Common Shares $1.85 99,360 

February 24, 2020 (1) Common Shares $1.05 25,000 

February 26, 2020 (1) Common Shares $1.05 2,500 

March 6, 2020 (3) Common Shares $1.85 50,000 

March 9, 2020 (3) Common Shares $1.85 50,000 

March 10, 2020 (3) Common Shares $1.85 114,000 

April 22, 2020 (7) Common Shares $2.10 131,431 

May 5, 2020 (9) Warrants $4.58 3,000,000 

May 7, 2020 (1) Common Shares $1.05 356,833 

May 7, 2020 (3) Common Shares $1.85 842,500 

May 8, 2020 (1) Common Shares $1.05 47,262 

May 15, 2020 (1) Common Shares $1.05 889,669 

May 15, 2020 (3) Common Shares $1.85 249,680 

May 21, 2020 (3) Common Shares $1.85 2,900 

May 29, 2020 (7) Common Shares $1.85 430,000 

June 4, 2020 (7) Common Shares $2.10 25,000 

June 5, 2020 (5) Common Shares $0.18 100,000 

June 5, 2020 (5) Common Shares $0.60 66,000 

June 26, 2020 (10) Common Shares $3.60 7,986,750 

 
Notes: 

(1) Such Common Shares were issued by the Corporation as a result of the exercise of Common Share purchase warrants issued pursuant to the 

short form prospectus offering of units that closed in November 2018 (the “November 2018 Offering”). 

(2) Such Common Shares were issued by the Corporation as a result of the exercise of compensation options issued in the November 2018 

Offering. 

(3) Such Common Shares were issued by the Corporation as a result of the exercise of warrants issued in the pursuant to the short form prospectus 

offering of units that closed in July 2019 (the “July 2019 Offering”). 

(4) Such Common Shares were issued by the Corporation as a result of the exercise of compensation options issued in the July 2019 Offering. 

(5) Such Common Shares were issued by the Corporation as a result of the exercise of stock options. 

(6) Such Common Shares were issued by the Corporation pursuant to the short form prospectus offering of Common Shares that closed in 

December 2019 (the “December 2019 Offering”). 

(7) Such compensation options were issued by the Corporation in the December 2019 Offering. Each such compensation option entitles the holder 

thereof to purchase one Common Share of the Corporation at a price of $2.10. 

(8) Such warrants were issued by the Corporation as a result of the exercise of compensation options issued in the July 2019 Offering. 

(9) Such warrants were issued by the Corporation to the Fonds de solidarité FTQ pursuant to a loan agreement entered into on May 5, 2020. 

(10) Such Common Shares were issued by the Corporation pursuant to the June Offering. 

 

TRADING PRICE AND VOLUME 

The Common Shares are listed for trading on the TSXV under the symbol “XBC”. The following table shows 

the monthly range of high and low prices per Common Share and the total monthly volumes of Common Shares traded 

on the TSXV under the symbol “XBC” for each month of the 12-month period before the date of this short form 

prospectus, as quoted on the TSXV’s historical data access platform.  
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 Common Shares 

Month High ($) Low ($) 

Total Monthly 

Volumes 

December 1 – December 11, 2020 7.40 5.92 7,314,850 

November 2020 5.99 4.86 8,797,934 

October 2020 5.62 4.28 8,308,003 

September 2020 4.79 3.90 8,611,349 

August 2020 5.00 4.11 5,350,207 

July 2020 4.69 3.96 6,928,331 

June 2020 4.36 3.55 13,560,258 

May 2020 4.04 3.01 7,918,682 

April 2020 3.80 2.53 10,076,669 

March 2020 3.80 1.74 17,977,632 

February 2020 4.67 2.89 25,335,053 

January 2020 3.28 2.16 16,969,078 

December 2019 2.38 2.06 9,532,102 

 

CONSOLIDATED CAPITALIZATION OF THE CORPORATION 

The following table sets forth the capitalization of the Corporation as at September 30, 2020, both on an 

actual basis and a pro forma basis, to give effect to (i) the Offering (assuming no exercise of the Over-Allotment 

Option), (ii) the Concurrent Private Placement (assuming no exercise of the Private Placement Option), and (iii) the 

Acquisition. This table should be read in conjunction with the Interim Financial Statements, the unaudited pro forma 

consolidated financial statements of the Corporation and the HyGear annual financial statements, as well as the other 

disclosure contained in this short form prospectus, including the risk factors described under the heading “Risk 

Factors” in this short form prospectus and in the documents incorporated by reference herein.  

(in thousands of dollars, except for share and warrant data) 

 As at September 30, 2020 As at September 30, 2020, after 

giving effect to the Acquisition, 

the Offering and the Concurrent 

Private Placement 

Long Term Debt, including current 

portion 

18,679 48,179 

Total Equity 85,873 317,169 

Number of Common Shares 105,750,557 147,087,141 

Number of Warrants 3,906,356 3,906,356 

 

DESCRIPTION OF THE SUBSCRIPTION RECEIPTS 

The following is a summary of the material attributes and characteristics of the Subscription Receipts. This 

summary does not purport to be complete and is subject to, and qualified in its entirety by, reference to the terms of 

the Subscription Receipt Agreement, a copy of which will be filed on the Corporation’s SEDAR profile at 

www.sedar.com. 

General  

The Subscription Receipts will be issued on the Offering Closing Date pursuant to the Subscription Receipt 

Agreement. The Escrowed Funds will be delivered to and held by the Subscription Receipt Agent, as agent and bailee 

on behalf of the holders of Subscription Receipts, together with the Earned Interest, and deposited or invested, as the 

case may be, in short-term interest bearing or discount debt obligations of, issued or guaranteed by, the Government 

http://www.sedar.com/
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of Canada, a province of Canada or a Canadian chartered bank, or other approved investments as set forth in the 

Subscription Receipt Agreement, pending satisfaction of the Escrow Release Conditions. 

Provided that the Escrow Release Conditions are satisfied and the Acquisition Closing Time occurs on or 

prior to the Acquisition Outside Time or the Termination Date, (i) the Escrowed Funds, together with Earned Interest 

less (A) any amounts required to satisfy any unpaid Dividend Equivalent Payment, (B) applicable withholding taxes 

and (C) the remaining 50% of the Underwriters’ Fee, will be released to the Corporation, (ii) the remaining 50% of 

the Underwriters’ Fee will be remitted to the Joint Bookrunners, on behalf of the Underwriters, and (iii) the holders 

of Subscription Receipts will receive, as of the Acquisition Closing Time, without payment of additional consideration 

or further action, one Common Share for each Subscription Receipt held, plus a Dividend Equivalent Payment (less 

applicable withholding taxes), if any. Xebec will use the Escrowed Funds to pay a portion of the Purchase Price 

payable pursuant to the Acquisition. See “Use of Proceeds”. If, however, the Acquisition Closing Time occurs on or 

before the Offering Closing Date, the Corporation will deliver Common Shares instead of Subscription Receipts to 

purchasers in the Offering and the distribution of such Common Shares will be qualified by this short form prospectus. 

In such circumstance the Underwriters will receive 100% of the Underwriters’ Fee on the Offering Closing Date. 

In connection with the Acquisition Closing, the Subscription Receipt Agent will release to Xebec the 

Escrowed Funds and Earned Interest (less applicable withholding taxes, any amounts required to satisfy an unpaid 

Dividend Equivalent Payment and the remaining 50% of the Underwriters’ Fee), against the delivery of the following 

documents: (i) an irrevocable direction of the Corporation and the Joint Bookrunners to the Subscription Receipt 

Agent (in its capacity as registrar and transfer agent of the Common Shares) to issue the Common Shares to holders 

of record of Subscription Receipts as at the Acquisition Closing Date, and (ii) a notice from the Corporation to the 

Subscription Receipt Agent, confirming that the Escrow Release Conditions have been satisfied, and indicating the 

scheduled Acquisition Closing Time. Further, the Corporation shall issue a press release confirming that the 

Acquisition has been completed, setting out the Acquisition Closing Date, confirming that the Common Shares have 

been issued and stating the date on which the Subscription Receipts transfer register will close. 

Termination 

In the event that a Termination Event occurs, holders of the Subscription Receipts will receive an amount 

equal to the full purchase price of each Subscription Receipt held, together with their pro rata portion of the Earned 

Interest, if any, and interest that would have been earned on the one-half of the Underwriters’ Fee paid to the 

Underwriters as if such fee had been held in escrow as part of the Escrowed Funds from, and including, the Offering 

Closing Date to, but excluding the Termination Date (“Deemed Interest”), less applicable withholding taxes. The 

Escrowed Funds will be applied toward payment of such amount and the Corporation will be responsible for payment 

of any portion of such amount not covered by the Escrowed Funds and the Earned Interest. In the event that the gross 

proceeds of the Offering are required to be remitted to purchasers of the Subscription Receipts as aforesaid, the 

Corporation has agreed to and undertaken to pay the Subscription Receipt Agent an amount equal to 50% of the 

Underwriters’ Fee (together with any Deemed Interest) with respect to the Subscription Receipts such that 100% of 

the gross proceeds of the Offering and the Earned Interest (together with any Deemed Interest) would be returned to 

purchasers of Subscription Receipts. To the extent that the Escrowed Funds are not sufficient to remit the required 

amount to holders of Subscription Receipts, the Corporation will be required to contribute such amounts as are 

necessary to satisfy any shortfall. See “Risk Factors – Risks Related to the Acquisition — Failure to Close the 

Acquisition or Change in the Terms of the Acquisition.” 

If the Escrow Release Conditions are satisfied and the Acquisition Closing Time occurs on or prior to the 

Acquisition Outside Time or the Termination Date and holders of Subscription Receipts become entitled to receive 

Common Shares pursuant to the Subscription Receipt Agreement, such holders will also be entitled to receive an 

amount equal to the Dividend Equivalent Payment, if any (less applicable withholding taxes). Such Dividend 

Equivalent Payment will be satisfied (i) first by way of a pro rata share of interest credited or received on the Escrowed 

Funds, and (ii) second, out of the Escrowed Funds, as a refund of a portion of the subscription price for the Subscription 

Receipt. If holders of Subscription Receipts become entitled to receive Common Shares and a Dividend Equivalent 

Payment, the Subscription Receipt Agent and the Corporation will pay the Dividend Equivalent Payment to holders 

no earlier than on the second business day following the Acquisition Closing Date. For greater certainty, if the 

Acquisition Closing Date occurs on a date that is a dividend record date, holders of Subscription Receipts shall not be 

entitled as such to receive a payment in respect of the cash dividend as holders of Subscription Receipts for such 
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record date but shall instead be deemed to be holders of Common Shares on such date and will be entitled as 

Shareholders to receive such dividend. 

Covenants 

The Corporation has covenanted in the Subscription Receipt Agreement that, from the Offering Closing Date 

to the earlier of the Termination Date and the Acquisition Closing Date, it will not subdivide or redivide the 

outstanding Common Shares into a greater number of Common Shares, reduce, combine or consolidate the 

outstanding Common Shares into a smaller number of Common Shares, issue any Common Shares to holders of all 

or substantially all of the Common Shares by way of a dividend, or reclassify the Common Shares or undertake a 

reorganization of the Corporation or a consolidation, amalgamation, arrangement or merger of the Corporation with 

any other person or other entity other than in connection with the Acquisition; or a sale or conveyance of the property 

and assets of the Corporation as an entirety or substantially as an entirety to any other person or entity or a liquidation, 

dissolution or winding-up of the Corporation. 

Subject to applicable law, the Corporation will be entitled to purchase the Subscription Receipts in the open 

market or by private agreement or otherwise. 

Rescission 

Under the Subscription Receipt Agreement, original purchasers of Subscription Receipts under the Offering 

will have a contractual right of rescission following the issuance of the Common Shares to such purchaser upon the 

exchange of the Subscription Receipts, to receive the amount paid for the Subscription Receipts upon surrender of the 

Subscription Receipts or the Common Shares, as applicable, if this short form prospectus (including the documents 

incorporated by reference herein) and any amendment is not delivered to such original purchaser or contains a 

misrepresentation, as such term is defined in the Securities Act (Québec), provided such remedy for rescission is 

exercised within 180 days of the Offering Closing Date and such original purchaser of Subscription Receipts did not 

purchase its Subscription Receipts with knowledge of the misrepresentation. See “Purchaser’s Statutory Rights of 

Withdrawal and Rescission”. 

Holders of Subscription Receipts are not shareholders of Xebec and will not have any voting or other rights 

as shareholders including any direct or indirect entitlement whatsoever relating to or arising from any dividends 

declared or paid on the Common Shares prior to the Acquisition. From and after the Acquisition Closing Date, 

provided that a Termination Event has not occurred, the former holders of Subscription Receipts will be entitled as 

holders of Common Shares to receive dividends from the Corporation, to vote and to all other rights available to 

holders of Common Shares. See “Description of Share Capital”. 

Amendments 

From time to time while the Subscription Receipts are outstanding, the Corporation, the Joint Bookrunners 

and the Subscription Receipt Agent, without the consent of the holders of the Subscription Receipts, may amend or 

supplement the Subscription Receipt Agreement for certain purposes, including making any change that, in the opinion 

of the Subscription Receipt Agent, does not prejudice the rights of the holders of Subscription Receipts. After the 

Offering Closing and subject to the consent of the Joint Bookrunners, a material amendment to the terms and 

conditions of the Acquisition which would result in a material adverse effect to the Corporation can be made without 

the consent of the subscription receipt holders. See “Risk Factors — Risks Related to the Acquisition — Failure to 

Close the Acquisition or Change in the Terms of the Acquisition.” The Subscription Receipt Agreement provides for 

other modifications and alterations thereto and to the Subscription Receipts issued thereunder by way of an 

extraordinary resolution. The term “extraordinary resolution” is defined in the Subscription Receipt Agreement to 

mean, in effect, a resolution proposed at a meeting of holders of Subscription Receipts duly convened for that purpose 

and held in accordance with the Subscription Receipt Agreement at which there are present in person or by proxy at 

least one holder of Subscription Receipts holding more than 25% of the then outstanding Subscription Receipts and 

passed by the affirmative votes of holders of Subscription Receipts holding not less than 66⅔% of the then outstanding 

Subscription Receipts represented at the meeting and voted on the poll upon such resolution. 



 

 

42 

BOOK-BASED SYSTEM 

Delivery and Form 

Subscription Receipts will be issued in the form of fully-registered global subscription receipts (the “Global 

Subscription Receipt Certificates”) held by, or on behalf of CDS, as custodian for its CDS Participants. 

All Subscription Receipts will be represented in the form of Global Subscription Receipt Certificates 

registered in the name of CDS or its nominee. Purchasers of Subscription Receipts represented by Global Subscription 

Receipts Certificates will not receive definitive Subscription Receipts in fully-registered form (“Definitive 

Subscription Receipts”). Rather, the Subscription Receipts will be represented only in “book-entry only” form 

(unless the Corporation, in its sole discretion, elects to prepare and deliver Definitive Subscription Receipts). 

Beneficial interests in the Subscription Receipts, constituting ownership of the Subscription Receipts, will be 

represented through book-entry accounts of institutions (including the Underwriters) acting on behalf of beneficial 

owners, as direct and indirect CDS Participants. Each purchaser of a Subscription Receipt represented by a Global 

Subscription Receipt Certificate will receive a customer confirmation of purchase from the Underwriters or registered 

dealer from whom the Subscription Receipt is purchased in accordance with the practices and procedures of the selling 

Underwriters or registered dealer. The practices of registered dealers may vary, but generally customer confirmations 

are issued promptly after execution of a customer order. CDS will be responsible for establishing and maintaining 

book-entry accounts for its CDS Participants having interests in Subscription Receipts. If CDS notifies the Corporation 

that it is unwilling or unable to continue as depository in connection with the Global Subscription Receipt Certificates, 

or if at any time CDS ceases to be a clearing agency or otherwise ceases to be eligible to be a depository and the 

Corporation is unable to locate a qualified successor, or if the Corporation elects, in its sole discretion, to terminate 

the book-entry system, beneficial owners of Subscription Receipts represented by Global Subscription Receipt 

Certificates at such time will receive Definitive Subscription Receipts. 

The Common Shares issued upon the exchange of the Subscription Receipts will be delivered electronically 

through the non-certificated inventory (NCI) system of CDS. On the Acquisition Closing Date, the Corporation, via 

its transfer agent will electronically deliver the Common Shares registered to CDS or its nominee. Transfers of 

ownership of Common Shares in Canada must be effected through a CDS Participant, which includes securities 

brokers and dealers, banks and trust companies. All rights of shareholders who hold Common Shares in CDS must be 

exercised through, and all payments or other property to which such shareholders are entitled, will be made or 

delivered by CDS or the CDS Participant through which the shareholder holds such Common Shares. A holder of a 

Common Share participating in the NCI system will not be entitled to a certificate or other instrument from the 

Corporation or the Corporation’s transfer agent evidencing that person’s interest in or ownership of Common Shares, 

nor, to the extent applicable, will such holder be shown on the records maintained by CDS, except through an agent 

who is a CDS Participant. 

Transfer and Exchange of Subscription Receipts 

Transfers of beneficial ownership in Subscription Receipts represented by Global Subscription Receipts 

Certificates will be effected through records maintained by CDS for such Global Subscription Receipts Certificates 

or its nominees (with respect to interests of CDS Participants) and on the records of CDS Participants (with respect to 

interests of persons other than CDS Participants). Unless the Corporation elects, in its sole discretion, to prepare and 

deliver Definitive Subscription Receipts, beneficial owners who are not CDS Participants in the depository’s book-

entry system, but who desire to purchase, sell or otherwise transfer ownership of or other interests in Global 

Subscription Receipts Certificates, may do so only through CDS Participants in the depository’s book-entry system. 

The ability of a beneficial owner of an interest in a Subscription Receipt represented by a Global Subscription 

Receipt Certificate to pledge such Subscription Receipt or otherwise take action with respect to such owner’s interest 

in a Subscription Receipt represented by a Global Subscription Receipt Certificate (other than through a CDS 

Participant) may be limited due to the lack of a physical certificate. Registered holders of Definitive Subscription 

Receipts may transfer such Subscription Receipts upon payment of taxes or other charges incidental thereto, if any, 

by executing and delivering a form of transfer together with the Subscription Receipts to the registrar for the 

Subscription Receipts at its principal offices in Montréal, Québec or such other city or cities as may from time to time 

be designated by the Corporation, whereupon new Subscription Receipts will be issued in authorized denominations 



 

 

43 

in the same aggregate principal amount as the Subscription Receipts so transferred, registered in the names of the 

transferees. 

PLAN OF DISTRIBUTION 

General 

Pursuant to an underwriting agreement entered into on December 14, 2020, among the Corporation and the 

Underwriters (the “Underwriting Agreement”), the Corporation has agreed to issue and sell and the Underwriters 

have agreed to purchase, as principals, on the Offering Closing Date, subject to the conditions stipulated in the 

Underwriting Agreement, an aggregate of 21,552,000 Subscription Receipts offered hereby at a price of $5.80 per 

Subscription Receipt for a total gross consideration of $125,001,600, payable in cash to the Subscription Receipt 

Agent (less 50% of the Underwriters’ Fee) against delivery by the Corporation of global certificates evidencing the 

Subscription Receipts. 

In consideration for their services in connection with the Offering, the Corporation has agreed to pay the 

Underwriters a fee equal to 5% of the aggregate gross proceeds of the Offering (the “Underwriters’ Fee”), which is 

equal to $0.29 per Subscription Receipt, for a total fee payable by the Corporation of $6,250,080. The Underwriters’ 

Fee is payable as to 50% upon the Offering Closing (and, as applicable, upon the closing of the exercise of the Over-

Allotment Option) and 50% upon the Acquisition Closing Time. If the Acquisition Closing Time does not occur on 

or prior to the Acquisition Outside Time or the Termination Date, the Underwriters’ Fee will be limited to the amount 

payable upon the Offering Closing (and, as applicable, upon the closing of the exercise of the Over-Allotment Option). 

The Corporation will also pay the Underwriters’ Fee in respect of Subscription Receipts issued and sold by the 

Corporation if the Over-Allotment Option is exercised. 

Pursuant to the Underwriting Agreement, the Corporation has granted the Underwriters an Over-Allotment 

Option to cover over-allotments, if any, and for market stabilization purposes. The Over-Allotment Option may be 

exercised by the Underwriters, in whole or in part, at the sole discretion of the Underwriters, at any time prior to the 

Offering Closing Date or 30 days after the Offering Closing Date. The Over-Allotment Option entitles the 

Underwriters to purchase from the Corporation up to 3,232,800 Subscription Receipts (being 15% of the aggregate 

number of Subscription Receipts offered hereunder) at the Offering Price. If the Over-Allotment Option is exercised 

in full, the total price to the public will be $143,751,840, the Underwriters’ Fee will be $7,187,592 and the aggregate 

net proceeds to the Corporation will be $136,564,248 (after deducting the Underwriters’ Fee but before deducting the 

estimated expenses of the Offering and the Concurrent Private Placement of approximately $1,000,000 and excluding 

the Earned Interest, if any, and not factoring any Dividend Equivalent Payment). A purchaser who acquires 

Subscription Receipts forming part of the Underwriters’ over-allocation position acquires those Subscription Receipts 

under this short form prospectus, regardless of whether the over-allocation position is ultimately filled through the 

exercise of the Over-Allotment Option or secondary market purchases. The price at which the Subscription Receipts 

are being offered hereunder and the terms of the Offering were determined by negotiation between the Corporation 

and the Underwriters. Without affecting the firm obligation of the Underwriters to purchase from the 

Corporation 21,552,000 Subscription Receipts at a price of $5.80 per Subscription Receipt in accordance with the 

Underwriting Agreement, after the Underwriters have made a reasonable effort to sell all of the Subscription Receipts 

offered hereby at the Offering Price to the public may be decreased and further changed from time to time to an amount 

not greater than the Offering Price. In the event that the Offering Price is decreased, the compensation received by the 

Underwriters will be decreased by the amount that the aggregate price paid by the purchasers for the Subscription 

Receipts is less than the gross proceeds paid by the Underwriters to the Corporation for the Subscription Receipts. 

Any such reduction in the Offering Price to the public will not affect the proceeds received by the Corporation. 

The obligations of the Underwriters under the Underwriting Agreement are joint (the notion equivalent to 

“several” in common law) and not solidary, are subject to certain closing conditions and may be terminated upon the 

occurrence of certain stated events set forth in the Underwriting Agreement, including “restrictions on distribution”, 

“material change”, “disaster out” and “breach” rights of termination, or if a Termination Event has occurred. The 

Underwriters are, however, obligated to take up and pay for all of the Subscription Receipts if any of such Subscription 

Receipts are purchased under the Underwriting Agreement. The Underwriting Agreement also provides that the 

Corporation will indemnify the Underwriters and their respective affiliates, and each of their respective directors, 

officers, partners, employees, agents and controlling persons against certain liabilities and expenses, including 

liabilities under Canadian securities legislation. Subscriptions for Subscription Receipts will be received subject to 
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rejection or allotment in whole or in part and the right is reserved to close the subscription books at any time without 

notice. 

Pursuant to the Underwriting Agreement, the Corporation will not, without the prior consent of the Joint 

Bookrunners, on behalf of the Underwriters, such consent not to be unreasonably withheld, delayed or conditioned, 

issue, offer or grant any right to purchase or agree to issue or sell, or otherwise dispose of any equity securities of the 

Corporation or other securities convertible into, exchangeable for, or otherwise exercisable into Common Shares or 

other equity securities of the Corporation, or agree to do any of the foregoing or publicly announce any intention to 

do any of the foregoing, for a period ending on the date that is 90 days after the Offering Closing Date, other than (i) 

pursuant to its outstanding stock options or employee purchase plans or (ii) pursuant to any outstanding convertible 

securities. 

The Subscription Receipts offered hereby have not been, and will not be, registered under the U.S. Securities 

Act or any U.S. state securities laws, and may not be offered or sold within the U.S. absent registration or pursuant to 

an applicable exemption from the registration requirements of the U.S. Securities Act, and applicable U.S. state 

securities laws. Accordingly, except to the extent permitted by the Underwriting Agreement, the Subscription Receipts 

may not be offered or sold within the U.S.. Each Underwriter has agreed that it will not offer or sell Subscription 

Receipts within the U.S., except in transactions exempt from the registration requirements of the U.S. Securities Act 

and applicable U.S. state securities laws. The Underwriting Agreement provides that the Underwriters may re-offer 

and re-sell the Securities that they have acquired pursuant to the Underwriting Agreement within the U.S. to qualified 

institutional buyers (as defined in Rule 144A), pursuant to an exemption under Rule 144A under the U.S. Securities 

Act as well as in certain offshore jurisdictions as agreed between Xebec and the Underwriters pursuant to Regulation 

S under the U.S. Securities Act.  

In connection with the Offering, certain of the Underwriters or securities dealers may distribute this short 

form prospectus electronically. 

The Offering has been approved by the Board. 

The Offering Closing Date is anticipated to occur on or about December 30, 2020.The Offering Closing is 

conditional on the concurrent closing of the Concurrent Private Placement.  

Xebec has applied to list on the TSXV the Subscription Receipts distributed under this short form prospectus 

and the Common Shares issuable pursuant to the exchange of the Subscription Receipts on the TSXV. Listing is 

subject to the approval of the TSXV in accordance with its applicable listing requirements. There is currently no 

market through which the Subscription Receipts may be sold. Purchasers may not be able to resell Subscription 

Receipts purchased under this short form prospectus. This may affect the pricing of the Subscription Receipts in the 

secondary market, the transparency and availability of trading prices, the liquidity of the Subscription Receipts and 

the extent of issuer regulation. See “Risk Factors — Risks Related to the Offering — No Existing Market for the 

Securities.” 

Price Stabilization, Short Positions and Passive Market Making 

In connection with the Offering, and subject to applicable laws, the Underwriters may effect transactions that 

stabilize or maintain the market price of the Subscription Receipts at levels other than those which might otherwise 

prevail in the open market. Those transactions, if commenced, may be interrupted or discontinued at any time. 

Stabilizing transactions consist of bids or purchases made for the purpose of preventing or retarding a decline 

in the market price of the Subscription Receipts while the Offering is in progress. These transactions may also include 

making short sales of the Subscription Receipts, which involve the sale by the Underwriters of a greater number of 

Subscription Receipts than they are required to purchase in the Offering. Short sales may be “covered short sales”, 

which are short positions in an amount not greater than the Over-Allotment Option, or may be “naked short sales”, 

which are short positions in excess of that amount. 

The Underwriters may close out any covered short position either by exercising the Over-Allotment Option, 

in whole or in part, or by purchasing Subscription Receipts in the open market. In making this determination, the 

Underwriters will consider, among other things, the price of Subscription Receipts available for purchase in the open 
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market compared with the price at which they may purchase Subscription Receipts through the Over-Allotment 

Option. 

The Underwriters must close out any naked short position by purchasing Subscription Receipts in the open 

market. A naked short position is more likely to be created if the Underwriters are concerned that there may be 

downward pressure on the price of the Subscription Receipts in the open market that could adversely affect investors 

who purchase in the Offering. 

As a result of these activities, the price of the Subscription Receipts may be higher than the price that 

otherwise might exist in the open market. If these activities are commenced, they may be discontinued by the 

Underwriters at any time. The Underwriters may carry out these transactions on any stock exchange on which the 

Subscription Receipts are listed, in the over-the-counter market, or otherwise. 

Pursuant to rules and regulations of certain Canadian securities regulators, the Underwriters may not, 

throughout the period of distribution, bid for or purchase Subscription Receipts. The foregoing restriction is subject 

to exceptions, on the condition that the bid or purchase is not engaged in for the purpose of creating actual or apparent 

active trading in, or raising the price of, the Subscription Receipts. These exceptions include bids or purchases 

permitted under the Universal Market Integrity Rules for Canadian Marketplaces relating to market stabilization and 

passive market making activities and bids or purchases made for and on behalf of a customer where the order was not 

solicited during the period of distribution. 

Relationship between the Corporation and Certain Underwriters 

National Bank Financial Inc. is a wholly-owned subsidiary of National Bank of Canada (“NBC”), a Canadian 

chartered bank, which, in August 2018, entered into credit facilities with the Corporation in the amount of $2,500,000 

and a guarantee facility sponsored by Export Development Canada in the amount of up to $12,000,000 (the “Credit 

Facilities”). Accordingly, Xebec may be considered a “connected issuer”, as such term is defined in National 

Instrument 33-105 – Underwriting Conflicts, of National Bank Financial Inc. As of the date of this short form 

prospectus, $5,872,302 was outstanding under the Credit Facilities. 

Xebec is in compliance with all covenants contained in the Credit Facilities and NBC has not waived a breach 

of the Credit Facilities since their execution. The Credit Facilities are secured by a first ranking hypothec of $3,000,000 

on all movable property of the Corporation.  

The decision to distribute the Subscription Receipts pursuant to the Offering was made by the Corporation 

and the determination of the terms of the Offering was made through negotiations between the Corporation and the 

Underwriters. The Offering was not required or suggested by NBC in its capacity as lender under the Credit Facilities. 

As a consequence of this Offering, National Bank Financial Inc. will receive its respective share of the Underwriters’ 

Fee. 

In addition, certain of the Underwriters and their respective affiliates have from time to time performed, and 

may in the future perform, various financial advisory and investment banking services for the Corporation, for which 

they received or will receive customary fees. 

CONCURRENT PRIVATE PLACEMENT 

Concurrently with the announcement of the Offering, the Corporation entered into the Subscription 

Agreement, pursuant to which CDPQ has agreed to purchase and subscribe for, on a private placement basis, 9,482,760 

Placement Subscription Receipts at a price of $5.80 per Placement Subscription Receipt, and otherwise on the same 

terms and conditions as the Subscription Receipts, for aggregate gross proceeds of $55,000,008 to the Corporation. 

Pursuant to the Subscription Agreement, the Corporation has also granted CDPQ the Private Placement 

Option, exercisable at the same time as, and pro rata to, the exercise of the Over-Allotment Option by the Underwriters, 

to purchase up to an additional 1,422,414 Placement Subscription Receipts on the same terms and conditions as the 

Concurrent Private Placement. 
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Under the Concurrent Private Placement, the total price payable by CDPQ will be $55,000,008, before 

deducting the Agency Fee of $1,375,000, the Capital Commitment Fee of $2,200,000 and the expenses of the 

Concurrent Private Placement and the Offering estimated at $1,000,000. If the Private Placement Option is exercised 

in full by CDPQ, the total price payable by CDPQ will be $63,250,009, before deducting the Agency Fee of 

$1,581,250, the Capital Commitment Fee of $2,530,000 and the expenses of the Concurrent Private Placement and 

the Offering estimated at $1,000,000. 

This short form prospectus does not qualify the distribution of the Placement Subscription Receipts issuable 

pursuant to the Concurrent Private Placement nor the underlying Common Shares. The Placement Subscription 

Receipts offered and the underlying Common Shares to be issued pursuant to the Concurrent Private Placement will 

be subject to a statutory hold period in Canada of four months and one day after the date of closing of the Concurrent 

Private Placement.  

The conditions relating to the holding and release from escrow of the subscription amounts from the 

Concurrent Private Placement and the issuance of the underlying Common Shares pursuant to the Placement 

Subscription Receipts are substantially equivalent to those applicable to the Offering. 

Assuming completion of the Concurrent Private Placement and the Offering and the issuance of all 

underlying Common Shares to the holders of Subscription Receipts and Placement Subscription Receipts, including 

the issuance of the Common Shares pursuant to the Acquisition, CDPQ would beneficially own, or exercise control 

or direction over, directly or indirectly, an aggregate of 9,482,760 Common Shares, representing approximately 6.4% 

of the issued and outstanding Common Shares (or 10,905,174 Common Shares if the Private Placement Option is 

exercised in full, representing approximately 7.2% of the issued and outstanding Common Shares in the event the 

Over-Allotment Option and the Private Placement Option are exercised in full) on a pro forma basis. 

CDPQ will be entitled to a Capital Commitment Fee equal to 4% of the aggregate purchase price for the 

Subscription Receipts sold under the Concurrent Private Placement, such fee payable by Xebec as to 50% on closing 

of the Concurrent Private Placement and 50% of the Acquisition Closing Date. The Corporation will pay the Agents 

the Agency Fee before deducting the Capital Commitment Fee.  

The closing of the Concurrent Private Placement is expected to occur on the Offering Closing Date and is 

conditional on the concurrent closing of the Offering Closing. The Offering Closing is conditional on the concurrent 

closing of the Concurrent Private Placement. 

The Corporation has made an application to the TSXV to list the Placement Subscription Receipts, and the 

Common Shares issuable thereunder, issuable pursuant to the Concurrent Private Placement. Listing will be subject 

to the Corporation fulfilling all of the applicable listing requirements of the TSXV. There is currently no market 

through which the securities may be sold, and purchasers may not be able to resell securities purchased under the 

Concurrent Private Placement. This may affect the pricing of the securities in the secondary markets, the transparency 

and availability of trading prices, the liquidity of the securities, and the extent of issuer regulation. See “Risk Factors”.  

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 

In the opinion of Counsel, the following summary, as of the date hereof, describes the principal Canadian 

federal income tax considerations in respect of a holder who acquires Subscription Receipts issued pursuant to the 

Offering and Common Shares issued pursuant to the Subscription Receipts. This summary is generally applicable to 

a beneficial owner of Subscription Receipts and Common Shares issued pursuant to the Subscription Receipts (the 

“Offered Securities”) who, for purposes of the Tax Act and at all relevant times, is, or is deemed to be, resident in 

Canada, holds the Offered Securities as capital property, deals at arm’s length and is not affiliated with the 

Corporation, the Underwriters, any subsequent purchaser of the Offered Securities, and any issuers with which the 

Escrowed Funds are invested (a “Holder”). Generally, the Offered Securities will be considered to be capital property 

to a Holder provided the Holder does not acquire or hold the Offered Securities in the course of carrying on a business 

of trading or dealing in securities and has not acquired them in one or more transactions considered to be an adventure 

or concern in the nature of trade. Certain Holders may be entitled to make or may have already made the irrevocable 

election permitted by subsection 39(4) of the Tax Act, the effect of which may be to deem to be capital property any 

Common Shares (and all other “Canadian securities”, as defined in the Tax Act) owned by such Holder in the taxation 
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year in which the election is made and in all subsequent taxation years. This election is not available in respect of 

Subscription Receipts. 

This summary is based upon the current provisions of the Tax Act in force as of the date hereof and Counsel’s 

understanding of the current administrative policies and assessing practices of the Canada Revenue Agency (“CRA”) 

published in writing and publicly available prior to the date hereof. This summary takes into account all specific 

proposals to amend the Tax Act that have been publicly announced by or on behalf of the Minister of Finance (Canada) 

prior to the date hereof (the “Proposed Amendments”) and assumes the Proposed Amendments will be enacted in 

the form proposed. No assurance can be given that the Proposed Amendments will be enacted in the form proposed, 

or at all. This summary does not otherwise take into account or anticipate any changes in law, whether by judicial, 

governmental or legislative decision or action or changes in the administrative policies or assessing practices of the 

CRA, nor does it take into account other federal or any provincial, territorial or foreign tax considerations, which may 

differ materially from those described in this summary. 

This summary is not applicable to a Holder (i) that is a “financial institution” for purposes of the mark-to-

market rules in the Tax Act (ii) an interest in which is a “tax shelter investment” (iii) that is a “specified financial 

institution” (iv) that reports its “Canadian tax results” in a currency other than the Canadian currency, or (v) that has 

entered, or will enter, into a “derivative forward agreement” with respect to the Offered Securities, each as defined in 

the Tax Act. Additional considerations, not discussed herein, may be applicable to a Holder of Offered Securities that 

is a corporation resident in Canada, and is, or becomes as part of a transaction or event or series of transactions or events 

that includes the acquisition of the Offered Securities, controlled by a non-resident corporation, non-resident individual 

or non-resident trust, or a group of any of the foregoing not dealing with each other at arm’s length, for purposes of the 

“foreign affiliate dumping” rules in section 212.3 of the Tax Act. Such Holders should consult their own tax 

advisors.  

This summary is of a general nature only and is not intended to be, nor should it be construed to be, 

legal or tax advice to any particular Holder. This summary is not exhaustive of all Canadian federal income 

tax considerations. Accordingly, Holders are urged to consult their own legal and tax advisors with respect to 

the tax consequences to them of acquiring Offered Securities pursuant to the Offering, having regard to their 

particular circumstances. 

This summary is based upon the understanding of Counsel that a Subscription Receipt evidences a contractual 

right to acquire a Common Share on the satisfaction of certain conditions. No advance tax ruling in respect of the 

Offering has been sought from the CRA and Counsel is not aware of any judicial authority relating to this 

characterization. 

Holding and Disposing of Subscription Receipts 

Acquisition of Common Shares pursuant to terms of the Subscription Receipts 

A Holder of Subscription Receipts will not realize any capital gain or capital loss upon the acquisition of 

Common Shares pursuant to the terms of the Subscription Receipts. The cost of a Common Share received pursuant 

to a Subscription Receipt will generally be the total of (i) the amount paid to acquire the Subscription Receipt, (ii) the 

Holder’s pro rata share of interest credited or received on the Escrowed Funds that is included (and not deducted) in 

the Holder’s income and remitted to the Corporation upon the acquisition of the Common Shares issuable pursuant to 

the Subscription Receipts, less (iii) the aggregate of all Dividend Equivalent Payments (if any) received by or, in the 

event that the Dividend Equivalent Payment is received after the issuance of Common Shares pursuant to the 

Subscription Receipts, receivable by, the Holder out of the Escrowed Funds that are a partial refund of the subscription 

price for the Subscription Receipt and that reduce the cost to the Holder of the Subscription Receipt as described under 

“Holding and Disposing of Subscription Receipts –Dividend Equivalent Payment.”  

The adjusted cost base to a Holder of Common Shares issued pursuant to the Subscription Receipts at any 

time will be determined by averaging the cost of such Common Shares with the adjusted cost base immediately before 

that time of any other Common Shares owned by the Holder as capital property at such time. 
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Other Dispositions of Subscription Receipts  

A disposition or deemed disposition by a Holder of a Subscription Receipt other than a disposition described 

above under “Holding and Disposing of Subscription Receipts—Acquisition of Common Shares pursuant to terms of 

the Subscription Receipts” or below under “Holding and Disposing of Subscription Receipts — Acquisition Failing 

to Close” will generally result in the Holder realizing a capital gain (or a capital loss) equal to the amount by which 

the proceeds of disposition received in respect of the Subscription Receipt exceed (or are less than) the aggregate of 

the adjusted cost base to the Holder thereof and any reasonable costs of disposition. Such capital gain (or capital loss) 

will be subject to the tax treatment described below under “Holding and Disposing of Common Shares—Taxation of 

Capital Gains and Capital Losses.”  

The cost to a Holder of a Subscription Receipt at any particular time will generally be the amount paid to 

acquire the Subscription Receipt less the aggregate of all Dividend Equivalent Payments received (if any) by the 

Holder at or before that time in respect of the Subscription Receipt that are a partial refund of the subscription price 

for the Subscription Receipt and that reduce the cost to the Holder of the Subscription Receipt as described under 

“Holding and Disposing of Subscription Receipts –Dividend Equivalent Payment.” The adjusted cost base of a 

Subscription Receipt acquired at any time will be determined by averaging the cost of such Subscription Receipt 

immediately before such time with the adjusted cost base of any other Subscription Receipts owned by the Holder as 

capital property at such time.  

Acquisition Failing to Close  

If a Termination Event occurs, the Subscription Receipt Agent will pay to each holder of Subscription 

Receipts, an amount equal to (i) the aggregate issue price of such holder’s Subscription Receipts, plus (ii) such holder’s 

pro rata share of the Earned Interest and Deemed Interest, less any applicable withholding taxes (the “Termination 

Payment”). Because 50% of the Underwriters’ Fee will be paid by the Corporation to the Underwriters on the Offering 

Closing Date, neither such amount nor the Deemed Interest will form part of the Escrowed Funds. Therefore, the 

aggregate amount that holders of the Subscription Receipts shall be entitled to receive from the Subscription Receipt 

Agent will be greater than the aggregate amount of the Escrowed Funds. In the event that the gross proceeds of the 

Offering are required to be remitted to purchasers of the Subscription Receipts, the Corporation has agreed to and 

undertaken to pay the Subscription Receipt Agent an amount equal to 50% of the Underwriters’ Fee plus the Deemed 

Interest such that 100% of the gross proceeds of the Offering, plus any Earned Interest and Deemed Interest, would 

be returned to purchasers of Subscription Receipts.  

The repayment of the issue price of the Subscription Receipt out of the Escrowed Funds as a consequence of 

the occurrence of a Termination Event will generally result in the Holder realizing a capital gain (or a capital loss) 

equal to the amount by which the proceeds of disposition received in respect of the Subscription Receipt exceed (or 

are less than) the aggregate of the adjusted cost base to the Holder thereof and any reasonable costs of disposition. 

Any part of the Termination Payment that represents the Holder’s pro rata share of the Earned Interest will be, and of 

the Deemed Interest should be, excluded from the Holder’s proceeds of disposition of the Subscription Receipt. The 

cost to a Holder of a Subscription Receipt at any particular time will generally be the amount paid to acquire the 

Subscription Receipt. The adjusted cost base of a Subscription Receipt at any time will be determined by averaging 

the cost of such Subscription Receipt immediately before such time with the adjusted cost base of any other 

Subscription Receipts owned by the Holder as capital property at such time. Such capital gain (or capital loss) will be 

subject to the tax treatment described below under “Holding and Disposing of Common Shares—Taxation of Capital 

Gains and Capital Losses.”  

Any part of the Termination Payment that represents Earned Interest will be, and Deemed Interest should be, 

required to be included in the income of the Holder as described below under “Holding and Disposing of Subscription 

Receipts—Pro Rata Share of Interest.” 

Pro Rata Share of Interest 

If a Termination Event occurs, a portion of the Termination Payment paid to a Holder will be comprised of 

the Holder’s pro rata share of the Earned Interest and Deemed Interest, if any. 
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A Holder that is a corporation, partnership, unit trust or any trust of which a corporation or a partnership is a 

beneficiary will be required to include in computing its income for a taxation year the amount of any interest accrued 

or deemed to be accrued to the Holder to the end of the Holder’s taxation year, or that is receivable or received by the 

Holder before the end of that taxation year, except to the extent that such interest was included in computing the 

Holder’s income for a preceding taxation year. This will include the Holder’s pro rata share of the Earned Interest and 

should include the Holder’s pro rata share of the Deemed Interest, whether or not such amounts are received or 

receivable by such Holder or by the Subscription Receipt Agent on behalf of such Holder. 

Any other Holder, including an individual, will be required to include in computing income for a taxation 

year such interest that is receivable or received by the Holder or by the Subscription Receipt Agent on behalf of the 

Holder in that taxation year, depending on the method regularly followed by the Holder in computing income, except 

to the extent that such interest was included in computing the Holder’s income for a preceding taxation year. This will 

include the Holder’s pro rata share of the Earned Interest and should include the Holder’s pro rata share of the Deemed 

Interest, whether or not such amounts are received or receivable by such Holder or by the Subscription Receipt Agent 

on behalf of such Holder. 

 

Dividend Equivalent Payment 

As described above under “Description of the Subscription Receipts”, if the Escrow Release Conditions are 

satisfied and the Acquisition Closing Time occurs on or prior to the Acquisition Outside Time, and if a dividend is 

declared by the Corporation on the Common Shares to holders of record on a date during the period from and including 

the Offering Closing Date up to but not including the Acquisition Closing Date, the Holders of Subscription Receipts 

will be entitled to receive an amount equal to the amount of such dividend and referred to herein as the Dividend 

Equivalent Payment. Such Dividend Equivalent Payment will be satisfied (i) first, by way of a pro rata share of 

interest credited or received on the Escrowed Funds, and (ii) second, out of the Escrowed Funds, as a refund of a 

portion of the subscription price for the Subscription Receipt, and in any case will be paid net of applicable withholding 

taxes. 

The amount of such interest will generally be included in the income of the Holder as described under 

“Holding and Disposing of Subscription Receipts – Pro Rata Share of Interest.” If the amount of interest credited or 

received on the Escrowed Funds is less than the Dividend Equivalent Payment, an amount will be paid by the 

Subscription Receipt Agent out of the Escrowed Funds to the Holder up to the amount of any shortfall as a partial 

refund of the subscription price for the Subscription Receipt. Such refund amount generally will not be included in 

the Holder’s income and should reduce the cost of the Subscription Receipt and the Common Share to the Holder.  

For greater certainty, the Dividend Equivalent Payment will not be treated as a dividend for the purposes of 

the Tax Act and no part of such payment will benefit from the gross-up and dividend tax credit rules normally 

applicable in respect of taxable dividends received by individuals from “taxable Canadian corporations” (as defined 

in the Tax Act). Where the Dividend Equivalent Payment is received by a corporation, the amount will not be 

deductible in computing the corporation’s taxable income and will not result in the requirement to pay a tax of 38 

1/3% under Part IV of the Tax Act that is refundable in certain circumstances. 

Holding and Disposing of Common Shares 

Disposition of Common Shares 

A disposition or a deemed disposition of a Common Share by a Holder will generally result in the Holder 

realizing a capital gain (or a capital loss) equal to the amount by which the proceeds of disposition of the Common 

Share exceed (or are less than) the aggregate of the adjusted cost base to the Holder thereof, immediately before the 

disposition or deemed disposition, and any reasonable costs of disposition. Such capital gain (or capital loss) will be 

subject to the tax treatment described below under “Holding and Disposing of Common Shares—Taxation of Capital 

Gains and Capital Losses.” 
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Taxation of Capital Gains and Capital Losses 

Generally, one-half of any capital gain (a “taxable capital gain”) realized by a Holder in a taxation year 

must be included in the Holder’s income for the year. Subject to and in accordance with the Tax Act, one-half of any 

capital loss (an “allowable capital loss”) realized by a Holder in a taxation year must be deducted from taxable capital 

gains realized by the Holder in the year of disposition. Allowable capital losses in excess of taxable capital gains 

realized in a taxation year generally may be carried back and deducted in any of the three preceding taxation years or 

carried forward and deducted in any subsequent taxation year, to the extent and under the circumstances described in 

the Tax Act. 

The amount of any capital loss realized by a Holder that is a corporation on the disposition of a Common 

Share may be reduced by the amount of dividends received or deemed to be received by it on such Common Share 

(or on a share for which the Common Share has been substituted) to the extent and under the circumstances described 

by the Tax Act. Similar rules may apply where a Holder that is a corporation is a member of a partnership or a 

beneficiary of a trust that, directly or indirectly through a partnership or trust, owns Common Shares.Such Holders 

should consult their own tax advisors in this regard.  

Receipt of Dividends on Common Shares 

Dividends received or deemed to be received on Common Shares held by a Holder will be included in 

computing the Holder’s income for the purposes of the Tax Act. Such dividends received by a Holder who is an 

individual (other than certain trusts) will be subject to the gross-up and dividend tax credit rules in the Tax Act 

normally applicable to “taxable dividends” received from taxable Canadian corporations, including the enhanced 

gross-up and dividend tax credit in respect of dividends designated by the Corporation as eligible dividends in 

accordance with the provisions of the Tax Act. There may be limitations on the ability of the Corporation to designate 

dividends as eligible dividends. 

A Holder that is a corporation will include such dividends in computing its income and generally will be 

entitled to deduct the amount of such dividends in computing its taxable income. In certain circumstances, 

subsection 55(2) of the Tax Act will treat a taxable dividend received or deemed to be received by a Holder that is a 

corporation as proceeds of disposition or a capital gain. Holders that are corporations are urged to consult their own 

tax advisors having regard to their particular circumstances. 

A Holder that is a “private corporation” or “subject corporation” (as such terms are defined in the Tax Act) 

may be liable under Part IV of the Tax Act to pay a tax of 38⅓%, that is refundable in certain circumstances, of 

dividends received or deemed to be received on the Common Shares to the extent such dividends are deductible in 

computing the Holder’s taxable income.  

Additional Refundable Tax 

A Holder that is a “Canadian-controlled private corporation” (as defined in the Tax Act) may also be liable 

to pay an additional 10 ²/3% tax, that is refundable in certain circumstances, on its “aggregate investment income”, 

which generally includes interest income and taxable capital gains. 

Alternative Minimum Tax 

Capital gains realized and dividends received or deemed to be received by a Holder that is an individual or a 

trust, other than certain specified trusts, may give rise to alternatives minimum tax under the Tax Act. Such Holders 

should consult their own tax advisors in this regard. 
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RISK FACTORS 

Any investment in the Subscription Receipts offered hereby and the underlying Common Shares issuable in 

satisfaction thereof, is subject to certain risks. Prospective investors should carefully consider the risks described 

below, which are qualified in their entirety by reference to, and must be read in conjunction with, all the other 

information contained in this short form prospectus and in the documents incorporated by reference herein, including 

those risk factors included in the AIF, Annual MD&A and Interim MD&A, before purchasing Subscription Receipts. 

The risks and uncertainties described in this short form prospectus and the documents incorporated by reference 

herein are those that Xebec currently believes to be material, but they are not the only risks it faces. If any of the 

following risks, or any other risks and uncertainties that Xebec has not yet identified or that it currently considers not 

to be material, actually occur or become material risks, Xebec’s business, prospects, financial condition, results of 

operations and cash flows, and consequently, the price of the Subscription Receipts and Common Shares could be 

materially and adversely affected. In all these cases, prospective investors could lose all or part of their original 

investment in the Subscription Receipts. 

 

Risks Related to the Acquisition 

General Risks Relating to the Acquisition and the LOI Acquisitions 

 

Although Xebec is conducting due diligence in connection with the Acquisition, and its acquisitions 

generally, including the LOI Acquisitions and the vendors have, or will, provide a number of representations and 

warranties in favour of Xebec in connection with these acquisitions, an unavoidable level of risk remains regarding 

any undisclosed or unknown liabilities of, or issues concerning, the acquired entities. Following the closing of any of 

these acquisitions, Xebec may discover that it has acquired substantial undisclosed liabilities or that certain of the 

representations made by the vendors were untrue. There can be no assurance of recovery by Xebec from the W&I 

Insurance Policy or from the vendors for any breach of the representations, warranties or covenants provided, or to be 

provided, by the vendors under the applicable acquisition agreements because there can be no assurance that the 

amount and length of such insurance coverage or of the indemnification obligations will be sufficient to satisfy such 

obligations, or that the vendors will have any assets or continue to exist. Xebec’s inability to claim for full 

indemnification from the vendors could have a material and adverse effect on Xebec. 

 

The Purchase Agreement contains, and Xebec expects and will require that the acquisition agreements 

entered into in respect of the LOI Acquisitions, will contain, representations and warranties of the vendors of the 

applicable properties. Such vendors, and/or parties related thereto have or will, subject to certain qualifications, 

generally agreed to indemnify Xebec from, among other things: (i) claims or losses relating to the breach of such 

representations or warranties; and (ii) the failure of the applicable vendor to perform covenants under the applicable 

acquisition agreements. Xebec will have limited recourse against the vendors and other related parties in connection 

with these acquisitions, as any claim for breach of a representation and warranty will be subject to the limitations, 

exceptions and qualifications in the applicable acquisition agreement, including that a claim must be made before the 

expiry of a specified period. There is no assurance that any particular vendor will be sufficiently capitalized or 

otherwise able to satisfy any particular claim. As a result, Xebec may not be able to collect all or a portion of any 

indemnity claim it may have against the relevant vendor. The sole remedy of Xebec is through any indemnities 

provided, or to be provided, to Xebec by the applicable vendors under the acquisition agreements in respect of a breach 

of the representations and warranties in the applicable agreement and the above mentioned insurance, which, even in 

the aggregate, may be insufficient to cover all costs and as such, could materially adversely affect the business, results 

of operations and financial condition of Xebec. The Purchase Agreement is, and Xebec expects that the acquisition 

agreements entered into in respect of the LOI Acquisitions will be, subject to a number of closing conditions. 

 

Integration of HyGear’s Business and LOI Acquisitions 

 

Although Management believes that the operations of HyGear and Xebec can be successfully integrated, as 

well as the operations relating to the LOI Acquisitions, there can be no assurance that this will be the case. Xebec 

could face impediments in its ability to implement its integration strategy. The integration process may also require 

substantial attention from Management and divert its focus and resources from other strategic opportunities and from 

operational matters. 
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Specifically, the successful integration and management of Xebec and HyGear as a combined entity is subject 

to numerous risks that could adversely affect the Corporation’s growth and profitability, including: (i) the risk that 

Management may not be able to successfully manage HyGear’s operations, (ii) the risk that Xebec’s operational, 

financial and management systems may be incompatible with, or inadequate to effectively integrate and manage 

systems acquired from HyGear, (iii) the risk that the Acquisition may require financial resources that could otherwise 

be used in the development of other aspects of Xebec’s business, (v) the risk that the integration process may result in 

the disruption of Xebec’s and HyGear’s ongoing business and customer and employee relationships, (vi) the risk that 

HyGear may not obtain the consents required under agreements entered into with third parties, (vii) the risk that the 

integration process may result in operational problems, costs, expenses, liabilities, including loss of contracts and 

customers, and (viii) the risk that key management or employees of Xebec and of HyGear may not be retained or may 

leave following the Acquisition, which could have a significant impact on the combined entity’s operations, 

specifically if such departures were to occur in positions or roles which require significant technical and operational 

knowledge and for which qualified replacement personnel is scarce. The successful integration of the Acquisition will 

also require cooperation between the employees of Xebec and HyGear and is subject to the risk that personnel from 

HyGear’s and Xebec’s existing business may not be able to work together successfully, which could adversely impact 

the Corporation’s business, financial condition and results of operations. Xebec expects the LOI Acquisitions to be 

subject to substantially similar risks.  

 

Xebec’s future financial performance depends in part upon its ability to effectively combine the operations 

of the acquired business into its existing operations and achieve identified cost savings and other synergies. If it is 

unable to identify and correct operational or financial weaknesses in the acquired business or to achieve the projected 

cost savings, its operating results and cash flows could be negatively impacted. Failure to expand operational systems 

and controls or to integrate appropriate personnel at a pace consistent with its growth could also adversely affect its 

operating results. 

 

Possible Failure to Realize Anticipated Benefits of the Acquisition and the LOI Acquisitions  

 

As described under the headings “Acquisition Rationale”, the Corporation believes that the Acquisition will 

provide certain benefits to the Corporation. Achieving the benefits of the Acquisition will depend in part on the 

Corporation successfully consolidating functions and integrating operations, procedures and personnel in a timely and 

efficient manner, as well as on Xebec’s ability to realize the opportunities from combining HyGear’s businesses and 

operations with those of Xebec. A variety of factors, including the risk factors set forth in this short form prospectus 

and the documents incorporated by reference herein, may also adversely affect the likelihood of the anticipated 

benefits of the Acquisition materializing for the Corporation or from occurring within the time periods anticipated by 

the Corporation. Moreover, even if Xebec is able to integrate HyGear’s business and operations successfully, this 

integration may not result in the realization of the full benefits that the Corporation currently expects within the 

anticipated time frame or at all. Further, while the Corporation anticipates that certain expenses will be incurred, such 

expenses are difficult to estimate accurately, and may exceed current estimates. Accordingly, the benefits from the 

proposed Acquisition may be offset by unexpected costs incurred or delays in integrating HyGear, which could cause 

the Corporation’s financial and operation assumptions with respect to the Acquisition to be inaccurate. Xebec also 

believes that the LOI Acquisitions will be subject to substantially the same risks and assumptions.  

 

Possible Failure to Achieve the Full Amount of Anticipated Cost Synergies 

 

Although Management anticipates some cost synergies to be achieved over a period of time following the 

Acquisition and the LOI Acquisitions, there can be no cetainty the Corporation will achieve these cost synergies over 

time, or at all In addition, expenses required to realize the synergies and the sources of the synergies could differ 

materially from Management expectations and Xebec cannot assure investors that the Corporation will achieve any 

level of cost synergies.  

 

Failure to Close the Acquisition or the LOI Acquisitions, or Change in the Terms of the Acquisition or the LOI 

Acquisitions 

 

The closing of the Offering, the Concurrent Private Placement, the Acquisition and the LOI Acquisitions 

are subject to the satisfaction of the conditions described in this short form prospectus and may not be completed on 

the terms negotiated or at all. 
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The closing of each of the Offering and the Over-Allotment Option is subject to, among other conditions, no 

Termination Event having occurred and the Underwriters not having exercised specified termination rights provided 

in the Underwriting Agreement prior to the Offering Closing or the closing date of the Over-Allotment Option, as 

applicable. However, this does not prevent the Corporation to agree to amend or waive certain provisions of the 

Purchase Agreement (such as the Purchase Price) without the consent of the Subscription Receipt holders, including 

as a result of events which are beyond the Corporation’s control, provided that such amendment or waiver (i) prior to 

the Offering Closing or the closing date of the Over-Allotment Option, as applicable, may not give rise to a termination 

right by the Underwriters under the Underwriting Agreement (see “Plan of Distribution”), or (ii) after the Offering 

Closing or the closing date of the Over-Allotment Option, as applicable, must comply with the Escrow Release 

Conditions contained in the Subscription Receipt Agreement. 

 

The Subscription Receipts will be exchanged for Common Shares at the Acquisition Closing Time once all 

of the Escrow Release Conditions are satisfied, which include the satisfaction or waiver of all conditions to the 

Acquisition in all material respects in accordance with the terms of the Purchase Agreement (other than the payment 

of the Purchase Price pursuant to the Purchase Agreement and such conditions precedent that by their nature are to be 

satisfied at the Acquisition Closing), without material amendment or waiver which would result in a material adverse 

effect to the Corporation, unless the consent of the Underwriters is given to such amendment or waiver, and without 

the prior occurrence of a Termination Event. There can be no assurance that the Acquisition will not be completed on 

terms different from those contemplated in this short form prospectus or that the Escrow Release Conditions will be 

satisfied on or prior to the Acquisition Closing Time and the Acquisition Outside Time. Until the Acquisition Closing 

Time occurs, and the Common Shares are delivered pursuant to the Subscription Receipt Agreement, holders of 

Subscription Receipts have the rights described under “Description of the Subscription Receipts”.  

 

If the Offering Closing or the Acquisition Closing do not take place as contemplated, the Corporation could 

suffer adverse consequences, including the loss of investor confidence or the payment of a termination fee. If a 

Termination Event occurs, the subscription for underlying Common Shares represented by each Subscription Receipt 

shall be automatically terminated and cancelled and holders of the Subscription Receipts will receive an amount equal 

to the full purchase price of each Subscription Receipt held, together with their pro rata portion of the Earned Interest, 

if any, and Deemed Interest, less applicable withholding taxes. 

 

 

Xebec Does Not Currently Own HyGear and No Assurance of HyGear’s Future Performance Can Be 

Given 

 

Although the Purchase Agreement contains certain covenants on the part of HyGear regarding the operation 

of its business prior to the Acquisition Closing, the Corporation will not control HyGear until completion of the 

Acquisition and HyGear’s business and results of operations may be adversely affected by events that are outside of 

the Corporation’s control during the intervening period. HyGear’s historic and current performance may not be 

indicative of success in future periods. HyGear’s future performance may be influenced by, among other factors, 

economic downturns, price of natural resources, competition and other factors beyond the control of the Corporation. 

As a result of any one or more of these factors, HyGear’s operations and financial performance may be negatively 

affected, which could adversely affect the business, results of operations and financial condition of the Corporation. 

 

Potential Undisclosed Costs or Liabilities Associated with the Acquisition 

 

Following the Acquisition, the Corporation will be responsible for most historical liabilities of HyGear. 

Although the Corporation has conducted what it believes to be a prudent level of investigation in connection with the 

Acquisition, there may be liabilities and contingences that the Corporation failed to discover or was unable to quantify 

in its due diligence which it conducted prior to entering into the Purchase Agreement and which could have a material 

adverse effect on the Corporation’s business and financial condition. Only certain of these events may entitle Xebec 

to claim indemnification under the Purchase Agreement and even if indemnification is available, it may not offset 

such liabilities and contingencies.  

 

In connection with the Acquisition, the Corporation has subscribed to the W&I Insurance Policy, with 

coverage of up to EUR 20,000,000 ($31,060,000). Although the Corporation subscribed to such policy, the 

representation and warranty insurance policy is subject to certain exclusions and limitations. In addition, there may be 
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circumstances for which the insurer may elect to limit such coverage or refuse to indemnify the Corporation or 

situations for which the coverage provided under the representation and warranty insurance policy may not be 

sufficient or applicable. The existence of any undisclosed liabilities and the Corporation’s inability to claim 

indemnification from the seller or the provider of the representation and warranty insurance policy could have a 

material adverse effect on the Corporation.  

 

The discovery of any material liabilities, or the inability to obtain full indemnification for such liabilities, 

could have a material adverse effect on the Corporation’s business, financial condition, prospects and/or results of 

operations. 

 

To the extent the LOI Acquisitions become subject to definitive binding agreements, the LOI Acquisitions 

would be subject to substantially the same risks.  

 

 

Historical and Pro Forma Consolidated Financial Information May Not Be Representative of the Corporation’s 

Results as a Combined Entity 

 

The pro forma consolidated financial information included in this short form prospectus is compiled from 

the consolidated financial statements of the Corporation and from the HyGear annual financial statements and does 

not purport to be indicative of the financial information that will result from operations of the combined entity, nor 

does it reflect the LOI Acquisitions. In addition, the pro forma consolidated financial information included in this 

short form prospectus is based in part on certain assumptions regarding the Acquisition that the Corporation believes 

are reasonable. No assurance can be given that the Corporation’s assumptions will prove to be accurate over time. 

Accordingly, the historical and pro forma consolidated financial information included in this short form prospectus 

does not purport to be indicative of what the Corporation’s results of operations and financial condition would have 

been had it been a combined entity during the periods presented, or what the Corporation’s results of operations and 

financial condition will be in the future. The challenge of integrating previously independent businesses makes 

evaluating the Corporation’s business and future financial prospects difficult. The Corporation’s potential for future 

business success and operating profitability must be considered in light of the risks, uncertainties, expenses and 

difficulties typically encountered by recently combined companies. 

 

In preparing the pro forma consolidated financial information in this short form prospectus, the Corporation 

has had limited access to the books and records of HyGear and is not in a position to independently assess or verify 

the information provided by HyGear, including the HyGear annual financial statements that were used to prepare the 

unaudited pro forma consolidated financial information. Additionally, the Corporation has given effect to estimates 

and certain assumptions in preparing such pro forma consolidated financial information. While Management believes 

that the estimates and assumptions underlying the pro forma consolidated financial information are reasonable, such 

assumptions and estimates may be materially different from the Corporation’s actual experience going forward 

following the Acquisition. See “Xebec Following the Acquisition”. 

 

Information provided by HyGear 

 

Some of the information relating to HyGear in this short form prospectus has been based on information 

made available to the Corporation by HyGear as part of the due diligence undertaken for the purposes of the 

Acquisition and upon information made publicly available by HyGear. While the Corporation, after conducting due 

diligence that it believes to be a prudent level of investigation, believes it to be accurate in all material respects, there 

can be no assurance regarding the accuracy and completeness of such information. While the Corporation has no 

reason to believe the information provided in this short form prospectus in relation to HyGear is misleading, untrue 

or incomplete, there are risks and uncertainties in including in this short form prospectus information obtained from 

third parties, including with respect to facts or circumstances that would affect the completeness or accuracy of such 

information and which are unknown to the Corporation. 

 

Exchange Rate Risk at Closing 

 

The Acquisition Closing is expected to occur on the Acquisition Closing Date. The Corporation anticipates 

funding a portion of the Purchase Price from sources of funds certain of which are denominated in Canadian dollars; 

however, the Purchase Price is denominated in Euros. A significant decline in the value of the Canadian dollar relative 
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to the Euro could increase the cost to the Corporation of funding the Purchase Price, thereby adversely affecting the 

business and financial condition of the Corporation. 

 

Risks Related to the Post-Acquisition Business and Operations of Xebec and Hygear 

 

A mass hydrogen economy market, which is one of the addressable markets of HyGear, may fail to grow at anticipated 

rates or may not develop at all 

A mass market may never develop for hydrogen fuel cells or other hydrogen-powered energy generators, or 

such markets may develop more slowly than anticipated. Engines which require hydrogen (i.e., the hydrogen fuel cell 

engine, the hydrogen-powered ICE and the hydrogen-hybrid electric system) represent an emerging market, and 

HyGear does not know whether end users will use such products in masses. The development of a mass market for 

hydrogen infrastructure products and/or hydrogen fuel may be affected by many factors, some of which are not under 

our control, including the following: 

• The emergence of new, more competitive technologies and products in the hydrogen infrastructure 

industry, such as more advanced electrolysis or other technologies; 

• The use of alternative low emission technologies, such as vehicles powered by batteries; 

• The future cost of hydrogen fuel cells and other powertrains that use HyGear’s hydrogen infrastructure; 

• If a hydrogen fuel distribution infrastructure is built, the fuel delivered through it, both due to the cost of 

the delivery system and the cost of the fuel itself, may have a higher price than drivers are willing to pay; 

• If drivers are unable to obtain hydrogen fuel conveniently and affordably, a mass market for vehicles 

powered by hydrogen is unlikely to develop; 

• The future cost of hydrogen applications; 

• Consumer perceptions of the safety of hydrogen. 

 

Competitive products may reduce demand of HyGear’s product 

The market for industrial gases and hydrogen for transport applications is extensive and has a number of other 

large players – both national and international – who can be seen as direct competitors of HyGear. There is a risk that 

these competitors will be more successful at developing new technology that may outpace HyGear’s current and future 

offerings.  

HyGear’s success depends largely on the ability to keep products current and compatible with evolving 

technologies and codes and standards. Unexpected changes in technology or in codes and standards could disrupt the 

development of HyGear’s products and prevent from meeting deadlines for the delivery of products. If HyGear is 

unable to keep pace with technological advancements and adapt products to new codes and standards in a timely 

manner, HyGear’s products may become uncompetitive or obsolete and revenues would suffer. 

HyGear is exposed to risks related to conducting operations in several different countries  

HyGear is active worldwide with an emphasis on Europe and South-East Asia. The political and economic 

stability in the different countries where activities take place can vary greatly. The manifestation of various 

circumstances may affect, among others, HyGear’s clients operating there, which in turn may adversely affect the 

demand for HyGear’s products.  

An uncertain factor is the influence of politics. Political risks include risks related to the stability and legitimacy 

of political institutions, orderly succession of political leaders, transparency in economic decision-making, national 

security, international sanctions and geopolitical risks. Because HyGear is active in different parts of the world, this 

can have negative consequences for ongoing projects. It can also make it more difficult to start new projects (in certain 

regions).  
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Loss of key personnel could result in lower knowledge base and reduce HyGear’s competitive advantage 

HyGear’s continuity depends on the specific knowledge and experience of the members of the management team. 

The loss of a director or a member of the management team can mean that specific knowledge and experience is lost. 

Furthermore, HyGear’s distinctive character is mainly based on its technological advantage over competitors. This 

knowledge is spread over the organization and often also available to more people. The disappearance of a specific 

knowledge carrier at any time can have negative effects on business operations. 

Suppliers and/or clients of HyGear could fail to honor contractual obligations as a result, for example, of bankruptcy 

It is possible that companies and their affiliates that supply parts to HyGear do not deliver while HyGear has paid 

advances. Such payments occur when ordering large parts such as process reactors or gas storage installations. This 

could cause delay in production of installations ordered by clients, and therefore, could result in breach of customer 

contracts and potential penalties. To limit this risk, HyGear works with suppliers with a track record in the market.   

Furthermore, HyGear’s GaaS clients who sign long-term contracts could become insolvent, which would lead in 

failure to honor contractual obligations towards HyGear.  

Relying on a limited number of clients to generate a significant portion of future revenues 

Inherent to the nature of the projects for local production of industrial gases is that the number of customers is 

limited and the turnover per project and per customer is relatively large. Particularly in the case where HyGear itself 

invests in the installation and is paid for the supply of gas, the effect of the loss of a customer can have negative effects 

on business operations and its financial position. This will mainly be the case when the installation cannot be deployed 

at another client within the foreseeable future.  

HyGear could be exposed to legal claims from customers as a result of product malfunction or accident, which could 

harm HyGear’s reputation with a long-term effect 

The hydrogen production plants of HyGear are designed for a service life of approximately fifteen years. It has 

not yet been demonstrated that the installations can actually serve their full life at the expected maintenance costs.  

Furthermore, in an unfortunate event of system failure, accident, or supply of faulty product to a customer, 

HyGear will likely suffer reputational risk with potential long-term effects. This risk is even greater because HyGear’s 

client base has large presence in their respective markets.  

Loss of key suppliers for critical parts could impede HyGear’s potential to honor contractual obligations 

HyGear is dependent on suppliers for components and sub-modules. In most cases key components are available 

from multiple sources, but in some cases the number of suppliers is limited, for example for catalysts and adsorbents. 

The (temporary) disappearance of such suppliers may occur and lead to production and maintenance problems for the 

organization. These production and maintenance problems can have an impact on the operations and, ultimately, the 

financial results of the operations. 

Furthermore, HyGear often takes responsibility for supply security of hydrogen in the GaaS contracts, and 

arranges back-up supply from local gas distributors in case of failure or peak demand. If local distributors decide not 

to enter or cancel contracts with HyGear for the storage of gases at certain locations, HyGear may not be able to accept 

the projects or it may reduce the profitability of the projects, because gases could be supplied at a greater distance, 

and therefore at higher cost to HyGear.  

Risk of changes in governmental policies could affect HyGear’s ability to obtain subsidy grants for Research & 

Development 

HyGear is characterized by a great effort in the field of technological innovation. Up to now, HyGear has been 

very successful in acquiring development and subsidy grants from the European and Dutch governments.  

The sudden fall-out (for example, by recovery from the grant provider) or by no longer being able to successfully 

acquire such subsidies from the Dutch or European governments can have a negative effect on cash flows and will 
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probably have a negative impact on the operating result because the research costs (especially personnel costs) cannot 

be reduced in the short-term as fast. In addition, the elimination of subsidies can have a negative effect on the further 

innovation within HyGear and maintain a competitive edge. 

Risk of dealing with multiple currencies as HyGear expands its sales efforts across geographies 

So far, almost all contracts have been concluded in Euro. With further internationalization, contracts may be 

concluded in other currencies, which entails a currency risk. Especially for long-term gas supply contracts, HyGear 

will always have to weigh the currency risk against the costs of hedging these risks. In both cases, this can have 

consequences for the long-term results of such projects and therefore for the financial position of HyGear. If these 

currency risks are not hedged and manifest themselves or if the hedging of currency risks can only take place at very 

high costs, it can have a negative impact on both the business operations and the financial position of HyGear. 

Risk of interruption in the operations of HyGear’s manufacturing facilities 

Operational risks include, among other things, fire and explosions, severe weather and natural disasters (such as 

flood and hurricanes), lack of water supply, equipment failure (including any failure of its information technology, air 

conditioning, cooling and compressor systems), failure to comply with applicable regulations and standards, raw 

material supply disruptions and labor force shortages or work stoppages.  

Any disruption of HyGear’s manufacturing processes could result in delivery delays, scheduling problems, 

increased costs, interruption of the production or even lead to a full cessation of production, which in turn may result 

in customers deciding to purchase products from other suppliers.  

A lack of internal manufacturing capacity could also result in monetary penalties from customers and/or in loss 

of key contracts or new business opportunities. The resulting loss of revenue and impact on HyGear’s margin, goodwill 

and customer relationships could be significant.  

If HyGear fails to hire and retain needed personnel, the implementation of the business plan could slow 

Competition for highly-skilled technical, sales, marketing and support personnel is intense because there are a 

limited number of people available with the necessary technical skills, knowledge of the hydrogen generation industry 

and understanding of HyGear’s markets. Any failure to attract, assimilate, train or retain qualified personnel to fulfill 

HyGear’s current or future needs could slow implementation of the business plan or slow future growth. 

Failure to adequately protect HyGear’s intellectual property could negatively affect HyGear’s ability to grow and 

compete with other players on the market 

HyGear’s ability to compete effectively is largely dependent on the maintenance and protection of its intellectual 

property. Despite precautions, it may be possible for a third party to copy or otherwise obtain and use HyGear’s 

proprietary technology without authorization. Policing unauthorized use of intellectual property is difficult. The steps 

HyGear takes may not prevent misappropriation of its intellectual property, and the agreements HyGear enters into 

may not be enforceable. Litigation may be necessary in the future to enforce or protect HyGear’s intellectual property 

rights. Also, HyGear may become subject to intellectual property litigation that could, among other things, be time-

consuming and costly, impede or prevent delivery of products and services, and require payment of significant 

royalties and damages. 

Changing local (weather) conditions could negatively affect the performance of the systems and require further cost 

It is now known that the operation of the on-site production systems can depend on local conditions, including 

natural gas quality, air pressure, temperature, air pollution and water quality. In the future, it could happen that 

installations (even those that work well initially) will not be able to meet their specifications and expectations under 

specific local (weather) conditions, or that the performance of the installations will deteriorate more quickly as a result 

of these local (weather) conditions. The consequences of poorer performance can lead to higher warranty and 

maintenance costs. In certain cases, HyGear could be held liable by its customers and depending on the outcome of 

one or more lawsuits, could be obliged to pay compensation for any damages in this regard.  
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HyGear’s insurance may not be sufficient to cover potential hazards 

HyGear carries insurance that it considers adequate with regard to the nature of the risks and costs of coverage. 

HyGear may not, however, be able to obtain insurance against certain risks or for certain products or other resources 

located from time to time in certain areas of the world. HyGear is not fully insured against all possible risks, nor are 

all such risks insurable. Although HyGear maintains insurance for a certain coverage, such coverage may not be 

adequate. 

Risk of changes in tax legislation could adversely affect HyGear’s profitability 

HyGear applies for the innovation box on the basis of Article 12b of the Corporate Income Tax Act 1969 of the 

Netherlands. On this basis, the revenues from innovative activities are ultimately taxed at an effective rate of 5% 

corporate tax. HyGear’s effective tax rate for 2020 is currently under negotiation with the Dutch tax authorities. The 

statutory corporate tax rate in the Netherlands is 25%. The legislation on the innovation box could change, which 

could negatively affect the after-tax operating results of HyGear.  

Raw material cost increases or shortages could adversely affect HyGear’s success 

As a manufacturer, HyGear’s sales and profitability are dependent on the availability and cost of raw materials, 

which are subject to price fluctuations and volatility. The principal raw materials used by HyGear to manufacture its 

products are stainless steel, precious metals, activated carbon and natural gas. HyGear also procures vessels, containers 

and other large pieces of equipment that are integrated in the systems. 

The price of stainless steel and the other raw materials used is a function of supply and demand, suppliers’ capacity 

utilization, industry and consumer sentiment and prices for crude oil, natural gas and other raw materials. Additionally, 

as a result of operating manufacturing facilities, the fuels necessary to power HyGear’s facilities and operations, such 

as electricity and natural gas constitute a significant portion of its cost of sales. Inflationary and other increases in the 

costs of raw materials and energy prices have occurred in the past and are expected to recur, and HyGear’s performance 

depends in part on its ability to reflect changes in costs in selling prices for its products. 

Risks Related to the Offering 

Market for Securities  

There is currently no market through which the Subscription Receipts may be sold and purchasers may not 

be able to resell Subscription Receipts purchased under this short form prospectus. There can be no assurance that an 

active trading market will develop for the Subscription Receipts after completion of the Offering, or if developed, that 

such a market will be sustained at the price level of the Offering. To the extent that an active trading market for the 

Subscription Receipts does not develop, the liquidity and trading prices of the Subscription Receipts may be adversely 

affected.  

The Corporation has applied to list the Subscription Receipts and the Common Shares issuable pursuant to 

the terms of the Subscription Receipts on the TSXV. Listing is subject to the approval of the TSX in accordance with 

its applicable listing requirements. The TSX has not conditionally approved the Corporation’s listing application and 

there is no assurance that the TSX will approve the listing application.  

Use of Proceeds of the Offering 

 

Xebec currently intends to allocate the net proceeds received from the Offering and the Concurrent Private 

Placement as described under “Use of Proceeds” in this short form prospectus. Management will, however, have 

discretion in the actual application of the net proceeds, and may elect to allocate proceeds differently from that 

described in “Use of Proceeds” if it is believed it would be in the best interests of Xebec to do so. The failure by 

management to apply these funds effectively could have a material adverse effect on the business of Xebec. 
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Volatile Market Price  

The market price for the Subscription Receipts and the Common Shares issuable pursuant to the Subscription 

Receipts may be volatile and subject to wide fluctuations in response to numerous factors, many of which are beyond 

the Corporation’s control. These broad market fluctuations may adversely affect the market price of the Subscription 

Receipts and the Common Shares issuable thereunder.  

The Concurrent Private Placement may not be Completed  

Although the Corporation has entered into the Subscription Agreement with CDPQ, there is no guarantee 

that all of the conditions to the completion of the Concurrent Private Placement will be satisfied.  

Completion of the Concurrent Private Placement is subject to a number of conditions, including the approval 

of the TSXV and the concurrent Offering Closing. Completion of the Offering is conditional upon the concurrent 

closing of the Concurrent Private Placement. However, the Underwriters, have the ability to waive such condition if 

the Concurrent Private Placement does not close, in which case, the Offering could close without the concurrent 

closing of the Concurrent Private Placement.  

In those circumstances, the Corporation will not have access to the aggregate net proceeds from the 

Concurrent Private Placement that does not close, but would have access to the net proceeds from the Offering, which 

would allow Xebec to complete the Acquisition, but would limit the use of proceeds described under “Use of 

Proceeds”, including as they relate to future acquisitions (including the LOI Acquisitions), and may adversely impact 

Xebec’s ability to complete planned investments and its overall financial condition. 

Escrowed Funds  

The gross proceeds from the Offering (less 50% of the Underwriters’ Fee), together with any Earned Interest, 

will be held in escrow from the Offering Closing Date until the earlier of the delivery of the Escrow Release Notice 

and Direction and the Termination Date. There can be no assurance that the conditions for the release of the Escrowed 

Funds will be satisfied on or prior to the Termination Date.  

Since 50% of the Underwriters’ Fee will be paid by the Corporation to the Underwriters on the Offering 

Closing Date from the gross proceeds of the Offering, neither such amount nor the Deemed Interest will form part of 

the Escrowed Funds. Therefore, the aggregate amount that holders of the Subscription Receipts shall be entitled to 

receive from the Subscription Receipt Agent in the event that the Escrow Release Conditions are not satisfied prior to 

the occurrence of a Termination Event will be greater than the aggregate amount of the Escrowed Funds. In the event 

that the gross proceeds of the Offering are required to be remitted to purchasers of the Subscription Receipts, the 

Corporation has agreed to and undertaken to pay the Subscription Receipt Agent an amount equal to 50% of the 

Underwriters’ Fee plus the Deemed Interest such that 100% of the gross proceeds of the Offering, plus the Earned 

Interest and the Deemed Interest, would be returned to purchasers of Subscription Receipts.  

Holders of Subscription Receipts will be required to rely on the Corporation to repay such funds as sufficient 

amounts will not be held in escrow. Although the Corporation believes that if either of these scenarios were to occur, 

it would have sufficient funds to cover such payments, there is no guarantee that the Corporation would be in a 

financial position to cover such payments.  

Dilutive Effects on Holders of Common Shares  

The issuance of Common Shares in connection with the exchange of the Subscription Receipts and the 

Placement Subscription Receipts will have a dilutive effect on the holders of Common Shares. 
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Risk Factors Related to the Corporation 

No Guarantee of a Positive Return in an Investment 

There is no guarantee that an investment in the Subscription Receipts or the underlying Common Shares will 

earn any positive return in the short term or long term. An investment in Subscription Receipts involves a high degree 

of risk and should be undertaken only by investors whose financial resources are sufficient to enable them to assume 

such risks and who have no need for immediate liquidity in their investment. An investment in Subscription Receipts 

is appropriate only for investors who have the capacity to absorb a loss of some or all of their investment. 

Use of Net Proceeds 

The Corporation currently intends to allocate the net proceeds to be received from this Offering, along with 

the net proceeds to be received from the Concurrent Private Placement, as described under the heading, “Use of 

Proceeds.” However, management will have discretion in the actual application of the net proceeds, and may elect to 

allocate net proceeds differently from that described under the heading “Use of Proceeds” if it believes it would be in 

the Corporation’s best interest to do so. The Corporation’s security holders, including holders of the Common Shares, 

may not agree with the manner in which management chooses to allocate and spend the net proceeds. The failure by 

management to apply these funds effectively could have a material adverse effect on the Corporation’s business. 

Negative Cash Flow from Operations 

The Corporation had negative cash flow from operating activities for the year ended December 31, 2019, and 

the nine months ended September 30, 2020. The Corporation cannot guarantee if it will have positive or negative cash 

flow from operating activities in future periods. The Corporation cannot assure that it will achieve sufficient revenues 

from sales to achieve or maintain profitability or positive cash flow from operating activities. If the Corporation does 

not achieve or maintain profitability or positive cash flow from operating activities, then there could be a material 

adverse effect on the Corporation’s business, financial condition and results of operation and the Corporation may 

need to deploy a portion of its working capital to fund such negative operating cash flows or seek additional sources 

of funding. 

Xebec operates in regions which may subject it to higher risks associated with complying with laws in respect of 

economic sanctions 

The U.S. Department of the Treasury’s Office of Foreign Assets Control, or OFAC, administers a series of 

laws that impose economic sanctions against hostile targets to further U.S. foreign policy and national security 

objectives. These laws restrict U.S. persons and, in some instances, non-U.S. persons from conducting activities, 

transacting business with or making investments in certain countries, governments, entities and individuals subject to 

U.S. economic sanctions. The Middle East is a key area of risk where persons and entities operating seemingly 

reputable business may be on a sanctions list. Accordingly, the activities of Xebec and its affiliates may subject them 

to elevated levels of scrutiny under applicable sanctions laws. If such activities or transactions, whether or not material, 

are found to violate applicable sanctions or other trade controls, Xebec may be subject to potential fines or other 

sanctions and reputational risk, any of which could have a material adverse effect. 

Xebec may not realize the anticipated benefits from joint ventures, investments or acquisitions 

 Xebec’s joint ventures, and any future joint venture, investment or acquisition, could expose the Corporation 

to certain liabilities, including those that it fails or is unable to identify during the investment or acquisition process. 

In addition, joint ventures and acquisitions often result in difficulties in integration, and, if such difficulties were to 

occur, they could adversely affect our results. Xebec have historically and may, in the future, seek to expand our 

business through acquisitions, investments and/or joint ventures. Any such transactions will be in part dependent on 

management’s ability to identify, acquire and develop suitable acquisition targets in both new and existing markets. 

In certain circumstances, acceptable acquisition targets might not be available. Acquisitions, specifically, involve a 

number of risks including: (i) the possibility that Xebec, as a successor owner, may be legally and financially 

responsible for liabilities of prior owners; (ii) the possibility that Xebec may pay more than the acquired company or 

assets are worth; (iii) the additional expenses associated with completing an acquisition and amortizing any acquired 

intangible assets; (iv) the difficulty of integrating the operations and employees of an acquired business; (v) the 
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challenge of implementing uniform standards, controls, procedures and policies throughout an acquired business; (vi) 

the inability to integrate, train, retain and motivate key employees of an acquired business; and (vii) the potential 

disruption of our ongoing business and the distraction of management from our day-to-day operations. These risks 

and difficulties, if they materialize, could disrupt our ongoing business, distract management, result in the loss of key 

human capital, increase expenses and otherwise have a material adverse effect on Xebec’s business, results of 

operations and financial performance. 

COVID-19 may further disrupt the business of the Corporation. 

Since December 2019, governments worldwide have been enacting emergency measures to combat the 

spread of disease caused by the novel coronavirus known as COVID-19. In response to the outbreak, governmental 

authorities in Canada and internationally have introduced various recommendations and measures to try to limit the 

COVID-19 pandemic, which include the implementation of travel bans, self-imposed quarantine periods and physical 

distancing, all of which have caused material disruption to business globally and resulted in an economic slowdown. 

Although management believes that, at this time, these disruptions will not have a long-term adverse impact on the 

Corporation’s results from operations, Xebec cannot estimate the duration and severity of this outbreak and its 

financial impact. However, the Corporation is able to function with reduced staffing and work remotely. The ultimate 

extent of the impact of the COVID-19 pandemic on the Corporation’s business, financial condition, results of 

operations, cash flows and prospects will depend on future developments, which are highly uncertain and cannot be 

predicted, including new information that may emerge concerning the severity of the COVID-19 pandemic and actions 

taken to contain or prevent its further spread, among others. Any of the foregoing events could have a material adverse 

effect on our business, financial condition, results of operations, cash flows and prospects.  

In addition, the continued impact of COVID-19 may have adverse impacts on the Corporation, including, 

among others: 

• continued disruptions and volatility in the global capital markets, which may increase cost of capital and 

adversely impact access to capital; 

• continued impacts on workforces throughout the regions in which COVID-19 is present, which may 

result in our workforce being unable to work effectively; 

• supply chain disruptions; and 

• impacts that are currently unpredictable. 

We continue to work with our stakeholders to responsibly address the global pandemic. We continue to 

monitor the situation, to assess further possible implications to our business, customers and clients and to take actions 

in an effort to mitigate adverse consequences.  

MATERIAL CONTRACTS 

The material contracts and other instruments entered into by, to be entered into by, or to become binding 

upon, Xebec or its subsidiary entities in connection with the Acquisition, the Offering and the Concurrent Private 

Placement are as follows: 

• the Purchase Agreement referred to under “Details of the Acquisition”; 

• the Subscription Receipt Agreement referred to under “Description of the Subscription Receipts”; 

• the Underwriting Agreement referred to under “Plan of Distribution”; and 

• the Subscription Agreement referred to under “Concurrent Private Placement”. 

Copies of the foregoing agreements, once filed on the Corporation’s SEDAR profile at www.sedar.com, may 

be inspected during regular business hours at the offices of Xebec at 730 boulevard Industriel, Blainville, Québec, 

http://www.sedar.com/
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Canada, J7C 3V4, telephone: (450) 979-8700, until the expiry of the 30-day period following the date of this short 

form prospectus, and are also available electronically at www.sedar.com. 

INTERESTS OF EXPERTS 

Certain legal matters in connection with the securities offered hereby will be passed upon by Osler, Hoskin 

& Harcourt LLP on behalf of the Corporation and by Stikeman Elliott LLP on behalf of the Underwriters. The partners 

and associates of Osler, Hosking & Harcourt LLP, as a group, and of Stikeman Elliott LLP, as a group, each 

beneficially owns, directly or indirectly, less than 1% of the outstanding securities of the Corporation or any associated 

party or affiliate of the Corporation. 

Raymond Chabot Grant Thornton LLP are independent auditors with respect to the Corporation and related 

companies within the meaning of the relevant rules and related interpretations prescribed by the relevant professional 

bodies in Canada and any applicable legislation or regulation. 

Flynth Audit B.V. are independent auditors with respect to HyGear and related companies under within the 

meaning of the relevant rules and related interpretations prescribed by the relevant professional bodies in the 

Netherlands and any applicable legislation or regulation. 

AUDITORS, REGISTRAR AND TRANSFER AGENT 

The auditor of the Corporation is Raymond Chabot Grant Thornton LLP, a partnership of chartered 

professional accountants, located at National Bank Tower, 600 de la Gauchetière Street West, Suite 2000, Montréal, 

Québec, H3B 4L8. Raymond Chabot Grant Thornton LLP has confirmed that it is independent of the Corporation 

within the meaning of the Code of Ethics of Chartered Professional Accountants (Québec). 

The transfer agent and registrar for the Common Shares is AST Trust Company (Canada), at its principal 

office in Montréal, Québec. 

PURCHASER’S STATUTORY RIGHTS OF WITHDRAWAL AND RESCISSION 

Securities legislation in certain of the provinces of Canada provides purchasers with the right to withdraw 

from an agreement to purchase securities. This right may only be exercised within two business days after receipt or 

deemed receipt of a prospectus and any amendment thereto. In several of the provinces, securities legislation further 

provides the purchaser with remedies for rescission or, in some jurisdictions, revisions of the price of damages if the 

prospectus and any amendment contain a misrepresentation or is not delivered to the purchaser, provided that such 

remedies for rescission, revisions of the price or damages are exercised by the purchaser within the time limit 

prescribed by the securities legislation of the purchaser’s province. 

Under the Subscription Receipt Agreement, original purchasers of Subscription Receipts under the Offering 

will have a contractual right of rescission against the Corporation following the issuance of the Common Shares to 

such purchaser upon the exchange of the Subscription Receipts. The contractual right of rescission will entitle original 

purchasers to receive the amount paid for the Subscription Receipts upon surrender of the Subscription Receipts or 

the Common Shares, as applicable, in the event that this short form prospectus (including the documents incorporated 

by reference herein) and any amendment contain a misrepresentation, as such term is defined in the Securities Act 

(Québec), provided that the exchange of the Subscription Receipts takes place within 180 days of the date of the 

purchase of the Subscription Receipts under this short form prospectus, and the right of rescission is exercised within 

180 days of the date of purchase of the Subscription Receipts. This contractual right of rescission will be consistent 

with the statutory right of rescission described under section 217 of the Securities Act (Québec), and is in addition to 

any other right or remedy available to original purchasers under section 217 of the Securities Act (Québec) or 

otherwise at law. Original purchasers are further advised that in certain provinces of Canada the statutory right of 

action for damages in connection with a misrepresentation in a short form prospectus is limited to the amount paid for 

the Subscription Receipts that were purchased under this short form prospectus. 

A purchaser should refer to any applicable provisions of the securities legislation of the purchaser’s province 

for the particulars of these rights or consult with a legal advisor. 
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ENFORCEMENT OF JUDGMENTS AGAINST FOREIGN PERSONS 

Certain of our directors, namely Dr. Prabhu Rao and Joseph H. Petrowski are directors of the Corporation 

and reside outside of Canada. Each of them has appointed the Corporation as agent for service of process in Canada. 

Purchasers are advised that it may not be possible for investors to enforce judgments obtained in Canada against any 

person or corporation that is incorporated, continued or otherwise organized under the laws of a foreign jurisdiction 

or resides outside of Canada, even if the party has appointed an agent for service of process. 
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CERTIFICATE OF THE CORPORATION 

Dated: December 14, 2020 

This short form prospectus, together with the documents incorporated by reference, constitutes full, true and 

plain disclosure of all material facts relating to the securities offered by this short form prospectus as required by the 

securities legislation of each of the provinces of Canada. 

 

(signed) Kurt Sorschak (signed) Stéphane Archambault 

President and Chief Executive Officer Chief Financial Officer 

 

On Behalf of the Board of Directors: 

 

(signed) William Beckett (signed) Guy Saint-Jacques 

Director Director 

 

 

 

  



 

 

C-2 

CERTIFICATE OF UNDERWRITERS 

Dated: December 14, 2020  

To the best of our knowledge, information and belief, this short form prospectus, together with the documents 

incorporated by reference, constitutes full, true and plain disclosure of all material facts relating to the securities 

offered by this short form prospectus as required by the securities legislation of each of the provinces of Canada. 

 

DESJARDINS SECURITIES INC. 

(signed) François Carrier 

By: François Carrier 

TD SECURITIES INC. 

(signed) Abe Adham 

By: Abe Adham 

 

NATIONAL BANK FINANCIAL 

INC. 

(signed) Thomas Bachand 

By: Thomas Bachand 

CANACCORD GENUITY GROUP 

INC. 

(signed) Pierre Fleurent 

By: Pierre Fleurent 

RAYMOND JAMES LTD. 

 

(signed) Russell Green 

By: Russell Green 

 

BEACON SECURITIES LIMITED 

 

(signed) Mario Maruzzo 

 

 

By: Mario Maruzzo 

STIFEL NICOLAUS CANADA 

INC. 

 

(signed) Derek Lithwick 

 

By: Derek Lithwick 
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INDEPENDENT AU  

To: The shareholders and supervisory board of Green Vision Holding B.V. 

Report on the audit of the consolidated IFRS financial statements 2019  

Our opinion 
We have audited the consolidated financial statements 2019 in accordance with IFRS of 
Green Vision Holding B.V. based in Arnhem. 

In our opinion, the accompanying consolidated financial statements give a true and fair view 
of the financial position of Green Vision Holding B.V. as at 31 December 2019 and of its 
result and its cash flows for 2019 in accordance with International Financial Reporting 
Standards (IFRS).  

The consolidated financial statements comprise:  

1. the consolidated statement of financial position as at 31 December 2019  

2. the following statements for 2019: 
the consolidated statement of profit or loss and other comprehensive income, the 
consolidated statements of changes in equity and cash flows; and  

3. the notes comprising a summary of the significant accounting policies and other 
explanatory information.  

 

Basis for our opinion 
We conducted our audit in accordance with Dutch law, including the Dutch Standards on 
Auditing and International Standards on Auditing. Our responsibilities under those standards 
      s for the audit of the consolidated financial 
sta section of our report.  

We are independent of Green Vision Holding B.V in accordance with the Wet toezicht 
accountantsorganisaties (Wta, Audit firms supervision act), Verordening inzake de 
onafhankelijkheid van accountants bij assurance-opdrachten (ViO, Code of Ethics for 
Professional Accountants, a regulation with respect to independence) and other relevant 
independence regulations in the Netherlands. Furthermore we have complied with the 
Verordening gedrags- en beroepsregels accountants (VGBA, Dutch Code of Ethics). 

We believe the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our opinion. 

 

Emphasis of matter on impact COVID-19 in Subsequent events 
The Coronavirus also impacts Green Vision Holding B.V. In the Subsequent events (note 
24 to the financial statements) management describes the impact of the Corona virus and 
the measures to deal with the events and circumstances. Furthermore management notes 
that it is difficult to assess the current impact of the Corona virus on the company and the 
financial position of the company, and uncertainty remains. Our opinion is not modified in 
respect of this matter. 
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Description of responsibilities regarding the consolidated financial 
statements 

Responsibilities of management and the supervisory board for the consolidated 
financial statements 
Management is responsible for the preparation and fair presentation of the consolidated 
financial statements in accordance with IFRS. Furthermore, management is responsible for 
such internal control as management determines is necessary to enable the preparation of 
the consolidated financial statements that are free from material misstatement, whether due 
to fraud or error. 

As part of the preparation of the consolidated financial statements, management is 
responsible for assessing the company bility to continue as a going concern. Based on 
the financial reporting framework mentioned, management should prepare the consolidated 
financial statements using the going concern basis of accounting unless management either 
intends to liquidate the company or to cease operations, or has no realistic alternative but to 
do so.  

Management should disclose events and circumstances that may cast significant doubt on 
the comp  o continue as a going concern in the consolidated financial 
statements.  

The supervisory board is responsible for overseeing the company's financial reporting 
process. 

 

Our responsibilities for the audit of the consolidated financial statements 
Our objective is to plan and perform the audit engagement in a manner that allows us to 
obtain sufficient and appropriate audit evidence for our opinion.   

Our audit has been performed with a high, but not absolute, level of assurance, which means 
we may not detect all material errors and fraud during our audit.  

Misstatements can arise from fraud or error and are considered material if, individually or in 
the aggregate, they could reasonably be expected to influence the economic decisions of 
users taken on the basis of these consolidated financial statements. The materiality affects 
the nature, timing and extent of our audit procedures and the evaluation of the effect of 
identified misstatements on our opinion.  

We have exercised professional judgement and have maintained professional skepticism 
throughout the audit, in accordance with Dutch Standards on Auditing and International 
Standards on Auditing, ethical requirements and independence requirements. Our audit 
included among others:  

 identifying and assessing the risks of material misstatement of the consolidated financial 
statements, whether due to fraud or error, designing and performing audit procedures 
responsive to those risks, and obtaining audit evidence that is sufficient and appropriate 
to provide a basis for our opinion. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal 
control; 

 obtaining an understanding of internal control relevant to the audit in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity  control; 

 evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by management; 

 concluding on the appropriateness      ing concern basis of 
accounting, and based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on the com
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ability to continue as a going concern. If we conclude that a material uncertainty exists, 
we are required to draw attention      the related disclosures in the 
consolidated financial statements or, if such disclosures are inadequate, to modify our 
opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
audito  However, future events or conditions may cause a company to cease to 
continue as a going concern;  

 evaluating the overall presentation, structure and content of the consolidated financial 
statements, including the disclosures; and  

 evaluating whether the consolidated financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation. 

Because we are ultimately responsible for the opinion, we are also responsible for directing, 
supervising and performing the group audit. In this respect we have determined the nature 
and extent of the audit procedures to be carried out for group entities. Decisive were the size 
and/or the risk profile of the group entities or operations. On this basis, we selected group 
entities for which an audit or review had to be carried out on the complete set of financial 
information or specific items.  

We communicate with the supervisory board regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant findings 
in internal control that we identify during our audit.  

Arnhem, December 5, 2020 

Flynth Audit B.V.  

signed on the original 

drs. J.W.M. Verhagen RA CISA
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share premium and all other equity reserves attributable to the equity holders of the parent.  

The Group manages its capital structure and makes adjustments in light of changes in economic 

conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment to 

shareholders, return capital to shareholders or issue new shares. The policy is designed to maintain a 

strong equity position, enabling the Group to grow the business and to assure the trust of investors, 

creditors and the markets and fulfil requirements ensuing from the loans. The management monitors the 

            ds a solvency ratio of at least 35% is 

included. 
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Explanatory notes 

The effects of the transition to IFRS on the line items in the preceding tables can be classified into two categories: those that have a recognition, measurement, 
presentation and/or disclosure effects for the Group, or those that only have presentation and/or disclosure effects for the Group.  

 

Notes Topic 
Recognition, 
measurement 

Presentation 
and/or 
disclosure Comments 

A Prepayments  X Amounts related to prepayments were previously included under Inventories and Receivables.  
            
increased Prepayments.  
        ,    
increased Prepayments. 
            
increased Prepayments. 

B Revenue  X Under Dutch GAAP, the Group recognised Construction contracts, even if the receipt of the total 
consideration was conditional on successful completion of installation services. Under IFRS, any 
earned consideration that is conditional should be recognised as a contract asset rather than a 
Constr            
             
assets. 
 
Under Dutch GAAP, the Group recognised current liability for an obligation to transfer goods or services 
to a customer for which the entity has received consideration or the amount is due from the customer. 
Under IFRS, the obligation should be recognised as a contract liability rather than a current liability. 
Theref               
542,893 on December 31, 2019 from current liabilities to contract liabilities.  
 

C IFRS 9  
expected credit 
loss 

X X              
financial assets by replacing incurred loss approach under Dutch GAAP with a forward-looking 
expected credit loss (ECL) approach. IFRS requires the Group to recognise an allowance for ECLs for 
all financial instruments not held at fair value through profit or loss and contract assets. At the date of 
transition to IFRS, the Group recognised additional impairment on its Contract assets, Receivables and 
Finance leas              
               
December 31, 2019, which resulted in an increase in Other operating expenses by the same amounts.   

D Construction 
contracts 

 X Amounts related to Receivables were previously included under Construction contracts.  
             
As at            
             

E Leases where 
the Group is a 
lessor 

X X The application of IFRS 16 to leases where the Group is a lessor resulted in the reclassification of 
certain GaaS contracts from operating to finance leases.  As such, this resulted in the recognition of 
finance lease receivables, the de-recognition of the property plant and equipment previously capitalized 
for these GaaS contracts on the balance sheet as well as its related amortisation expense and interest 
income on the finance lease receivables, direct material costs, and a revenue on the upfront recogni tion 
of the lease income. Previously recognized GaaS revenue associated these reclassified finance leases 
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and where the lease payments are fixed and relate to the lease component in the contract were 
reversed in the income statement.  
Payments related to service components of the GaaS contracts recognized as finance were also 
recognized on a straight-line basis over the term of the lease, which resulted in a variation in rental 
income and increase in deferred rent income due to the timing difference between revenue recognition 
and cash receipts.  
As at January 1, 2018, this resulted in a Finance lease receivable of 1,797,379, a Deferred revenue of 
              
  173. 
As at December 31, 2018, this resulted in a Finance lease receivable of 1,740,001, a Deferred revenue 
               
   
As at December 31, 2019, this resulted in a Finance lease receivable of 8,784,359, a Deferred revenue 
               
    
For the 12-month period ended December 31, 2018, this resulted in a decrease in Amortisation 
               
 
For the 12-month period ended December 31, 2019, this resulted in a decrease in Amortisation 
               
       

F Leases where 
the Group is a 
lessee 

X 
 
 

X The application of IFRS 16 to leases where the Group is a lessee and previously classified as operating 
leases (other than short-term or low value leases) under Dutch GAAP resulted in the recognition of 
right-of-use assets and lease liabilities on the balance sheet and the corresponding amortization 
expense and interest expense in the income statement.  
 
Previously recognized rental expense associated with these leases where the lease payments are fixed 
and relate to the lease component in the contract were reversed in the income statement.   
 
As at January 1, 2018, this resulted in a recognition of a Right -of-use asset and a Lease liability of 
  
As at December 31, 2018, this resulted in a Right-of-       
             
    
As at December 31, 2019, this resulted in a Right-of-       
             
    

G Capitalization of 
borrowing cost 

X X Under IFRS, borrowing costs directly attributable to the acquisition, construction or production of an asset 
that necessarily takes a substantial period of time to get ready for its intended use or sale are capitalised 
as part of the cost of the asset. At the date of transition to IFRS, the Group increased inventory, property 
plant and equipment and intangi         
            
           d amortisation and 
    

H Current liabilities  X Amounts related to the different categories of current liabilities have been reclassified to the right line 
items under IFRS.  
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increased Trade and other payables, Current portion of long-term debt and Government grants 
respectively 
            
         -term debt and Government 
grants respectively. 
            
         -term debt and Government 
grants respectively. 

I Non-Current 
liabilities 

 X Amounts related to the different categories of non-current liabilities have been reclassified to the right 
line items under IFRS.  
        -     
increased Long-term debt and Provisions respectively.  
        -current liabilities and increased the Long-term 
debt.  
        -current liabilities and increased the Long-term 
debt 

J Equity 
instrument 

X X Under IFRS, the Group has initially recorded the equity instrument at fair value in the equity. As at 
              
been recognised as Other reserves Ordinary in equity and reduce the debt. This remeasurement also 
increased the interest expense for the year ended December 31, 2019 on the long-term debt calculated 
       

K Share-based 
payments 

X X Under IFRS, the share-based compensation cannot be recognized on a straight-line basis over the 
vesting period. Accordingly, the share-based compensation has been adjusted to reflect the recognition 
over the vesting period to treat each instalment as a separate share option grant because each 
instalment has a different vesting period (graded vesting). 
         s and increased the Other reserves 
Ordinary in equity. 
         earnings    
wages and              
         s    
wages and temporary wo            

L Government 
grant 

 X         s were previously presented within Revenue 
under Dutch GAAP and have been reclassified to Government grants under IFRS (December 31, 2018: 
  

M Finance income 
and costs 

 X             presented within one line item 
               
               
reclassified to Finance income and Fin        

N Exchange 
difference foreign 
entity 

X  Refer to exemptions applied on transition date.  
                
opening amount of exchange difference foreign entity. 

O Legal reserves 
ordinary  

 X Under IFRS, there is no legal reserves ordinary, this arise from a Dutch GAAP law regulation. Therefore, as 
                

P Statement of 
cash flows 

X  Under Dutch GAAP, a lessee lease is classified as a finance lease or an operating lease. Cash flows arising 
from operating lease payments are classified as operating activities. Under IFRS, a lessee generally applies a 
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single recognition and measurement approach for all leases and recognises lease liabilities. Cash flows 
arising from payments of principal portion of lease liabilities are classified as financing activities. Therefore, 
           2018) and cash outflows from 
financing activities increased by the same amount. Under Dutch GAAP, all lessor leases were classified as 
operating leases and the cash flow related to those leases were classified as operating activities. Under 
IFRS, some of these leases are now classified as Finance and therefore, the cash outflows from operating 
               
the same amount 

Q  
 
 

X  Under Dutch GAAP, the Group recognised costs related to its pension plan on a cash basis. Under IFRS, 
defined benefit plan obligations are recognised and are measured using the projected unit credit method. The 
pension 
liability has been recognised in full against retained earnings.  
                 
retained earnings by the same amount.  
                 
              
the post-           3,133 
              
           

R 
 

 X Under Dutch GAAP, the capitalised expenses were included in the Other operating expenses. Under IFRS, 
               
Capitalised expenses and is increasing the other operating expenses 

S  
 

X X The various transitional adjustments resulted in various temporary differences. According to the accounting 
                
are recognised in retained earnings as at January 1, 2018 with the same amount increasing the Deferred tax 
                
period's income taxes. The deferred tax l          
affecting the related period's income taxes. 
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INDEPENDENT   

To: The shareholders and supervisory board of Green Vision Holding B.V. 

Report on the review of the condensed interim consolidated financial statements for 
the nine-month period ended 30 September 2020  

Introduction 
We have reviewed the accompanying condensed interim consolidated financial 
statements for the nine-month period ended 30 September 2020 of Green Vision Holding 
B.V. based in Arnhem. 

The condensed interim consolidated financial statements comprises:  
4. the condensed consolidated statement of financial position as at 30 September 2020;  
5. the following statements for the period from 1 January 2020 to 30 September 2020: the 

condensed consolidated statement of profit or loss and other comprehensive income, 
the condensed consolidated statement of changes in equity, and the condensed 
consolidated statement of cash flows; and  

6. the notes, comprising a summary of the significant accounting policies and other 
explanatory information.   
 

Management is responsible for the preparation and presentation of this interim financial 
information in accordance with IAS 34, 'Interim Financial Reporting'. Our responsibility is to 
express a conclusion on this condensed interim consolidated financial information based on 
our review.  
  

Scope 
We conducted our review in accordance with Dutch law including ISRE 2410 Review of 
interim financial information performed by the independent auditor of the entity. A review of 
interim financial information consists of making inquiries, primarily of persons responsible for 
financial and accounting matters, and applying analytical and other review procedures. A 
review is substantially less in scope than an audit conducted in accordance with Dutch 
Standards on Auditing and consequently does not enable us to obtain assurance that we 
would become aware of all significant matters that might be identified in an audit. 
Accordingly, we do not express an audit opinion.  

 

Emphasis of matter on impact COVID-19  
The Coronavirus also impacts Green Vision Holding B.V. In the Impact of COVID-19 (note 5 
to the condensed interim consolidated financial statements) management describes the 
impact of the Corona virus and the measures to deal with the events and circumstances. 
Furthermore management notes that it is difficult to assess the current impact of the Corona 
virus on the company and the financial position of the company, and uncertainty remains. 
Our opinion is not modified in respect of this matter. 
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Conclusion 
Based on our review, nothing has come to our attention that causes us to believe that the 
condensed interim consolidated financial information for the period from 1 January 2020 to 
30 September 2020, is not prepared, in all material respects, in accordance with IAS 34, 
'Interim Financial Reporting.  

Arnhem, December 5, 2020 

Flynth Audit B.V.  

signed on the original 

drs. J.W.M. Verhagen RA CISA  
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SCHEDULE C 

Unaudited Pro Forma Condensed Consolidated Financial Statements of the Corporation 

 



 

 

XEBEC ADSORPTION INC.

PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AS AT SEPTEMBER 30, 2020

UNAUDITED Xebec Green Vision Pro Forma Pro Forma

(Expressed in $CDN) Adsorption Holding B.V. Notes Adjustments Consolidated

Note 6a

Assets

Current assets

Cash 51,642,192             1,956,886                              [3a] (65,200,000)              168,400,678           

[3d] 180,001,600             

Restricted cash 1,233,666               -                                            1,233,666               

Trade and other receivables 38,810,030             3,273,360                              42,083,390             

Contract assets -                             1,342,407                              1,342,407               

Current portion of finance lease receivable 249,055                                 249,055                  

Inventories 13,224,748             2,399,616                              15,624,364             

Investment tax credit receivable 15,943                    -                                            15,943                    

Prepaid expenses 447,842                  775,304                                 1,223,146               

Other current financial assets -                         10,038                                   10,038                    

105,374,421           10,006,666                            114,801,600             230,182,687           

Property, plant and equipment 4,457,087               27,690,262                            32,147,349             

Intangible assets 2,164,187               3,765,736                              5,929,923               

Non-current portion of finance lease receivable -                             5,475,646                              5,475,646               

Goodwill 11,419,510             -                                            [3c] 119,190,294             130,609,804           

123,415,205           46,938,310                            233,991,894             404,345,409           

Liabilities

Current liabilities

Trade, other payables and accrued liabilities 15,133,558             4,284,250                              [4a] 800,000                    20,217,808             

Contract liabilities 3,193,306               840,255                                 4,033,561               

Current portion of long-term debt 4,853,743               1,199,020                              6,052,763               

Current portion of government royalty program obligation 170,446                  -                                            170,446                  

Current portion of provisions 274,931                  -                                            274,931                  

Current portion of obligation arising from shares issued  by a subsidiary 392,600                  -                                            392,600                  

Income tax payable 20,878                    -                                            20,878                    

24,039,462             6,323,525                              800,000                    31,162,987             

Long-term debt 8,798,996               32,142,599                            40,941,595             

Government royalty program obligation 223,228                  -                                            223,228                  

Obligation arising from shares issued by a subsidiary 4,240,094               -                                            4,240,094               

Provisions 60,807                    -                                            60,807                    

Deferred tax liabilities 179,647                  362,480                                 542,127                  

37,542,234             38,828,604                            800,000                    77,170,838             

Shareholders' Equity

Share Capital 110,246,019           34,158                                   [3b] (34,158)                     352,347,619           

[3a] 62,100,000               

[3d] 180,001,600             

Contributed surplus 7,653,601               7,226,266                              [3b] (7,226,266)                7,653,601               

Accumulated other comprehensive income (484,463)                21,677                                   [3b] (21,677)                     (484,463)                 

Retained Earnings/(Deficit) (31,542,186)           827,605                                 [3b] (827,605)                   (32,342,186)            

[4a] (800,000)                   

Total Equity 85,872,971             8,109,706                              233,191,894             327,174,571           

Total liabilities and equity 123,415,205           46,938,310                            233,991,894             404,345,409           



 

 

 
 

 

XEBEC ADSORPTION INC.

PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF INCOME (LOSS)

FOR THE YEAR ENDED DECEMBER 31, 2019

UNAUDITED

(Expressed in $CDN)

Xebec Green Vision Pro Forma Pro Forma

Adsorption Holding B.V. Notes Adjustments Consolidated

Note 6b

Revenue 49,317,880              16,913,602     66,231,482               

Cost of goods sold 33,829,894                 12,329,338       46,159,232                 

Gross Margin 15,487,986              4,584,264       -               -                                 20,072,250               

Research and development expenses 71,503                        462,990            534,493                      

Selling and administrative expenses 11,297,432                 379,648            [4a] 800,000                     12,477,080                 

Foreign exchange (gain) loss 383,693                      -                        383,693                      

Loss (gain) on conversion of shares issued by a subsidiary (256,516)                    -                        (256,516)                     

11,496,112                 842,638            800,000                     13,138,750                 

Operating income (loss) 3,991,874                3,741,626       (800,000)                  6,933,500                 

Other Charges (income)

Finance income (32,246)                      (97,160)             (129,406)                     

Finance expenses 1,647,141                   1,434,149         3,081,290                   

1,614,895                   1,336,989         -               -                                 2,951,884                   

Income (loss) before income taxes 2,376,979                2,404,637       -               (800,000)                  3,981,616                 

Income taxes 356,916                      188,472            -                                 545,388                      

Net income (loss) for the year 2,020,063                2,216,165       -               (800,000)                  3,436,228                 

Earnings per share, basic

Basic net income (loss) per share 0.03                            0.03                            

64,319,442                 [5] 41,336,583                105,656,025               

Earnings per share, diluted

Basic net income (loss) per share 0.03                            0.03                            

68,600,371                 [5] 41,336,583                109,936,954               

 Weighted average number of outstanding common shares 

 Weighted average number of outstanding common shares 



 

 

XEBEC ADSORPTION INC.

PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF INCOME (LOSS)

FOR THE NINE-MONTH ENDED SEPTEMBER 30, 2020

UNAUDITED

(Expressed in $CDN except share amounts)

Xebec Green Vision Pro Forma Pro Forma

Adsorption Holding B.V. Notes Adjustments Consolidated

Note 6c

Revenue 50,170,121                                 6,488,508       56,658,629            

Cost of goods sold 38,463,738                                    5,976,879         44,440,617               

Gross Margin 11,706,383                                 511,629          -                            12,218,012            

Research and development expenses 94,022                                           182,978            277,000                    

Selling and administrative expenses 14,303,577                                    247,139            14,550,716               

Foreign exchange (gain) loss (555,747)                                        -                        (555,747)                   

Loss (gain) on conversion of shares issued by a subsidiary 223,958                                         -                        223,958                    

14,065,810                                    430,117            -                            14,495,927               

Operating income (loss) (2,359,427)                                  81,512             -                            (2,277,915)             

Other Charges (income)

Finance income (343,427)                                        (138,665)           (482,092)                   

Finance expenses 1,691,323                                      1,899,907         3,591,230                 

1,347,896                                      1,761,242         -                            3,109,138                 

Income (loss) before income taxes (3,707,323)                                  (1,679,730)      -                            (5,387,053)             

Income taxes (14,110)                                          (10,353)             (24,463)                     

Net income (loss) for the year (3,693,213)                                  (1,669,377)      -                            (5,362,590)             

Earnings per share, basic and diluted

Net income (loss) per share (0.04)                                              (0.04)                         

92,928,420                                    [5] 41,336,583            134,265,003             

 Weighted average number of outstanding common shares 



 

 

Notes to Unaudited Pro Forma Condensed Consolidated Financial Statements 

(Amounts expressed in Canadian dollars) 

 

1. BASIS OF PRESENTATION 

 

The unaudited pro forma condensed interim consolidated statement of financial position as at September 30, 2020, the 

unaudited pro forma condensed interim consolidated statement of income (loss) for the nine months ended September 30, 2020 

and the unaudited pro forma condensed consolidated statement of income (loss) for the year ended December 31, 2019 of 

Xebec Adsorption Inc. (“Xebec”) were prepared for illustrative purposes only in compliance with National Instrument 51-102 

– Continuous Disclosure Obligations. 

 

The unaudited pro forma condensed consolidated statement of financial position and the unaudited pro forma condensed 

consolidated statements of income (loss) of Xebec are comprised of information derived from: 

 

• the unaudited condensed interim consolidated statement of financial position of Xebec as at September 30, 2020; and 

• the unaudited condensed interim consolidated statement of financial position of Green Vision Holding B.V. as at 

September 30, 2020. 

• the audited consolidated statements of income (loss) of Xebec for the year ended December 31, 2019; and 

• the audited consolidated statement of profit or loss of Green Vision Holding B.V. for the year ended December 31, 

2019. 

• the unaudited condensed interim consolidated statements of income (loss) of Xebec for the nine months ended 

September 30, 2020; and 

• the unaudited condensed interim consolidated statement of profit or loss of Green Vision Holding B.V. for the nine 

months ended September 30, 2020. 

 

The unaudited pro forma condensed consolidated financial statements have been compiled using accounting policies consistent 

with those adopted by Xebec in accordance with International Financial Reporting Standards (“IFRS”), but do not include all 

of the disclosures required by IFRS, and should be read in conjunction with the Xebec financial statements listed above. 

 

The unaudited pro forma consolidated financial information gives effect to Xebec’s acquisition of Green Vision Holding B.V. 

(“Green Vision”) as if it had occurred as at September 30, 2020 for the purposes of the unaudited pro forma condensed interim 

consolidated statement of financial position.  

 

The unaudited pro forma condensed consolidated statements of income (loss) have been prepared to give effect to the proposed 

acquisition of Green Vision for the year ended December 31, 2019 and for the nine months ended September 30, 2020, as if 

the transaction had occurred on January 1, 2019.  

 

The unaudited pro forma condensed consolidated financial statements are not necessarily indicative of the results of operations 

that would have occurred had the acquisition of Green Vision been effected on the dates indicated, nor are the unaudited pro 

forma condensed consolidated financial statements indicative of the results of operation of future periods. Actual amounts 

recorded upon consummation of the proposed acquisition will differ from such unaudited pro forma condensed consolidated 

financial statements. Since the pro forma condensed consolidated financial statements have been developed to retroactively 

show the effect of the transaction, there are limitations inherent in the nature of such pro forma data. 

 

Purchase Consideration 

 

In arriving at the preliminary purchase consideration, the Green Vision shareholders are to receive for consideration €82 million 

(approximately $127.3 million). The shareholders will receive approximately CAD $65.2 million in cash and 10,301,824 Xebec 

common shares at a price of $6.03 per share. For purposes of the pro-forma financial information, it has been assumed that all 

Green Vision outstanding warrants and options have been cancelled prior to the closing of the acquisition. 

 

2. DESCRIPTION OF TRANSACTION 

 

Green Vision 

 

Xebec has entered into an agreement to acquire all of the issued and outstanding shares of Green Vision, the parent company 

of HyGear Technology and Services B.V. (“HyGear”) in the Netherlands for consideration of €82.0 million (approximately 

$127.3 million) and the assumption of €18.4 million (approximately $28.6 million) in net debt (the “Acquisition”). HyGear 

shareholders will receive approximately $65.2 million in cash and 10,301,824 Xebec common shares (“Common Shares”) at a 

price of $6.03 per share. The cash portion of the Acquisition will be funded by way of a $125 million bought deal public 



 

 

offering of subscription receipts (“Subscription Receipts”) and a concurrent private placement of $55 million for aggregate 

gross proceeds of approximately $180 million (the public offering and concurrent private placement being, collectively, the 

“Offering”), as further described below. More than 80% of the Common Shares received as consideration by HyGear 

shareholders will be subject to contractual lock-up restrictions, and all of the Common Shares received as consideration by 

HyGear shareholders will be subject to a statutory four-month hold period in accordance with Canadian securities law. 

 

To finance the payment of the cash consideration of the Acquisition, Xebec has entered into an agreement with a syndicate of 

underwriters co-led by Desjardins Capital Markets and TD Securities Inc. acting as joint bookrunners (collectively, the 

“Underwriters”) to sell, on a bought deal basis, 21,552,000 Subscription Receipts at a price of $5.80 per Subscription Receipt 

(the “Offering Price”) for gross proceeds of approximately $125,001,600 (the “Public Offering”). 

 

Xebec has granted the Underwriters of the Public Offering an over-allotment option to purchase up to an additional 3,232,800 

Subscription Receipts to cover over-allotments, if any, for a period of 30 days following the closing of the Public Offering. If 

the over-allotment option is exercised in full by the Underwriters, gross proceeds from the Public Offering will be up to 

$143,751,840. 

 

In addition, the Corporation has entered into a subscription agreement with CDPQ, pursuant to which Xebec and CDPQ have 

agreed that CDPQ will purchase on a “private placement” basis in Canada, Subscription Receipts at the Offering Price for gross 

proceeds to Xebec of approximately $55 million upon closing (the “Concurrent Private Placement”). Xebec has also granted 

CDPQ an option to purchase up to an additional 15% of Subscription Receipts in the event that the Underwriters exercise their 

over-allotment option under the Public Offering. If the additional subscription option is exercised in full by CDPQ, gross 

proceeds from the Concurrent Private Placement will be up to approximately $63.3 million. The Subscription Receipts sold 

pursuant to the Concurrent Private Placement (and the underlying Common Shares) will be subject to a statutory four-month 

hold period following the Closing of the Offering. Desjardins Capital Markets and TD Securities Inc. are acting as joint 

bookrunning agents on the Concurrent Private Placement. 

 

Each Subscription Receipt will entitle the holder thereof, for no additional consideration and without further action on the part 

of the holder, to receive one Common Share of Xebec, upon the completion of the Acquisition. The proceeds of the Public 

Offering and the Concurrent Private Placement will be held in escrow pending the completion of the Acquisition. If the 

Acquisition is completed on or prior to February 28, 2021, the net proceeds of the Public Offering and the Concurrent Private 

Placement will be released and the Subscription Receipts will be exchanged on a one-for-one basis for Common Shares for no 

additional consideration or further action. The Acquisition is subject to, among other things, customary closing conditions, 

which include the approval from the TSX Venture Exchange, and the availability of the financing required to pay the applicable 

cash portion of the purchase price relating to the Acquisition. Closing is also subject to a condition for the benefit of the 

Corporation that there has been no material adverse effect on HyGear and its subsidiaries. 

 

The net proceeds of the Offering will be used to fund the cash consideration payable pursuant to the Acquisition, to fund 

potential future acquisitions (including the LOI Acquisitions) and for general corporate purposes. The Acquisition is expected 

to close on or about December 30, 2020.  The Acquisition has been unanimously approved by the Board of Directors of Xebec 

and is subject to regulatory approval and other customary closing conditions, including those set forth above. 

 

  

3. PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION ASSUMPTIONS 

AND ADJUSTMENTS 

 

Green Vision 

 

The unaudited pro forma condensed interim consolidated statement of financial position of Xebec as at September 30, 2020 

has been adjusted to reflect the following transactions as if the acquisition of Green Vision had been completed on September 

30, 2020: 

 

(a) The Green Vision transaction is expected to be accounted for as a business combination under IFRS 3 Business 

Combinations. 

 

The aggregate consideration for this acquisition was estimated to be $127,300,000. The consideration was 

comprised of: 

• Cash payment of $65,200,000.  

• Equity issuance of 10,301,824 common shares of Xebec at a price of $6.03 per share, approximately 

$62,100,000.  



 

 

 

(b) The elimination of Green Vision equity accounts. 

 

(c) The net assets acquired and considered paid for ownership in Green Vision is preliminarily allocated as follows: 

 

Cash and cash equivalents $ 1,956,886 

Prepayments 775,304 

Contract assets 1,342,407 

Receivables 3,273,360 

Finance lease receivables 5,724,701 

Inventories 2,399,616 

Other current financial assets 10,038 

Right-of-use assets 3,276,911 

Property, plant and equipment 24,413,351 

Intangible assets 3,765,736 

Total Assets  $ 46,938,310 

Trade and other payables  $  2,028,139 

Contract liabilities 840,255 

Long-term debt 29,956,352 

Lease liabilities 3,385,267 

Government grants 2,256,111 

Deferred tax liability 362,480 

Total Liabilities $  38,828,604 
 

Net Assets Acquired $    8,109,706 

 
Total consideration (see 3(a) above) $ 127,300,000 

 

Goodwill $ 119,190,294 
 

The pro forma fair value adjustment of Xebec’s interest is subject to change based on finalization of valuation 

adjustments and completion of management’s assessment of the fair values of the assets and liabilities of Green 

Vision. Due to the timing of the announcement of the acquisition, Xebec has not yet obtained sufficient information 

to accurately determine the fair market value of Green Vision’s net assets by category and has therefore allocated the 

book values of the net assets acquired as a proxy of fair value as at September 30, 2020. Management has not 

recognized any deferred tax assets as part of the pro form fair value adjustment, however, they believe they will be 

able to utilize these deferred tax assets, though they have not fully assessed position at the current time. Goodwill 

represents the amount by which the fair value adjustment exceeds the book value, being a proxy of fair value of the 

assets acquired and liabilities assumed. The final calculation and allocation of the fair value adjustment will be based 

on the net assets purchased as of the closing date of the Green Vision transaction and other information available at 

that time; there may be material differences from this pro forma fair value allocation as a result of finalizing the 

valuation. Based on management’s preliminary estimates, goodwill may be allocated to other items such as: certain 

identified intangible assets, including licenses. 

 

If a portion of the goodwill is allocated to Xebec’s intangible assets, a pro forma adjustment related to depreciation 

expense would be required. For every $10,000 allocated to intangible assets in excess of book value, pro forma 

depreciation expense would increase on an annual basis by approximately $2,000 - $3,333 based on Xebec’s straight-

line depreciation periods of 3 – 5 years as disclosed in Xebec’s consolidated financial statements. The actual 

depreciation recorded will be subject to the determination of the useful lives and the allocated fair values and could 

materially differ from these estimates. Additionally, there may be an income tax impact associated with these 

differences, however this impact is dependent on the nature of the asset class and tax depreciation classes, and the 

assigned fair values, which are unable to be reliably estimated at this time. Due to the uncertainty of the amounts, no 

pro forma adjustments have been made in the pro forma financial statements for these items. 

 

(d) The subscription receipts offering through the bought deal equity financing and private placement offering. For 

purposes of the pro-forma financial information, we have assumed the over-allotment option has not been exercised 

and all subscription receipts are converted immediately into common shares of Xebec. 

 



 

 

 

4. PRO FORMA CONSOLIDATED STATEMENT OF INCOME (LOSS) AND ADJUSTMENTS 

 

Green Vision 

 

The unaudited pro forma condensed interim consolidated statement of income (loss) of Xebec for the nine months ended 

September 30, 2020 and the unaudited pro forma condensed consolidated statement of income (loss) of Xebec year ended 

December 31, 2019 have been adjusted to reflect the following transactions as if the acquisition of Green Vision had been 

completed on January 1, 2019: 

 

(a) Estimated acquisition related costs of approximately $800,000 (relating to investment banker, legal, regulatory and 

accounting fees) have been recorded to the opening deficit of the pro forma consolidated statement of financial position 

of Xebec as at September 30, 2020 and reflected in the pro forma consolidated statement of operations of Xebec for 

the year ended December 31, 2019 on the basis that these expenses are directly incremental to the Green Vision 

transaction. The pro forma financial statements do not reflect a deferred tax asset that would otherwise result from tax 

effecting the acquisition related costs due to Xebec’s history of losses. 

 

 

 

 

5. PRO FORMA NET INCOME (LOSS) PER SHARE 

 

The basic and diluted pro forma net income (loss) per share for the nine months ended September 30, 2020 and the year ended 

December 31, 2019 is as follows: 

 

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2020   

          

Pro forma net (loss)      $(5,362,590)  

          

Weighted average shares outstanding     92,928,420   

Pro forma shares issued for acquisition of Green Vision     10,301,824   

      Pro forma shares issued as part of subscription receipts offering   31,034,759  

Pro forma weighted average shares outstanding     134,265,003   

          

Basic and diluted pro forma net loss per share     $(0.04)  

 

FOR THE YEAR ENDED DECEMBER 31, 2019   

          

Pro forma net income      $3,436,228  

          

Weighted average shares outstanding     64,319,442   

Pro forma shares issued for Green Vision acquisition     10,301,824   

Pro forma shares issued as part of subscription receipts offering   31,034,759  

Pro forma weighted average shares outstanding, basic     105,656,025   

          

Basic pro forma net income per share      $0.03  

     

      Weighted average diluted shares outstanding   68,600,371  

      Pro forma shares issued for Green Vision acquisition   10,301,824  

      Pro forma shares issued as part of subscription receipts offering   31,034,759  

Pro forma weight average diluted shares outstanding   109,936,954  

     

Diluted pro forma net income per share   $0.03  
 

  



 

 

Note 6: Foreign exchange translation 

 

(a) The assets and liabilities of Green Vision, which has a EUR reporting and functional currency, are translated at 

the exchange rate of $1.5631 which was in effect as at September 30, 2020.  

 

 

 

Presentation

Green Vision Green Vision conforming Green Vision

Holding B.V. (EUR) Holding B.V. (CAD) adjustments Holding B.V. Adjusted

Assets

Current assets

Cash and cash equivalents 1,251,926             1,956,886             1,956,886                  

Prepayments 496,004                775,304                775,304                    

Contract assets 858,811                1,342,407             1,342,407                  

Receivables 2,094,146             3,273,360             3,273,360                  

Current portion of finance lease receivables 159,334                249,055                249,055                    

Inventories 1,535,165             2,399,616             2,399,616                  

Other current financial assets 6,422                   10,038                  10,038                      

6,401,808             10,006,666            -             10,006,666                

Non-current portion of finance lease receivables 3,503,068             5,475,646             5,475,646                  

Right-of-use assets 2,096,418             3,276,911             (3,276,911)   -                             

Property, plant and equipment 15,618,547           24,413,351            3,276,911    27,690,262                

Intangible assets 2,409,146             3,765,736             3,765,736                  

30,028,987           46,938,310            -                         46,938,310                

Liabilities

Current liabilities

Trade and other payables 1,297,511             2,028,139             2,256,111    4,284,250                  

Contract liabilities 537,557                840,255                840,255                    

Current portion of long-term debt 394,660                616,893                582,127       1,199,020                  

Current portion of lease liabilities 372,418                582,127                (582,127)      -                             

Government grants 1,443,357             2,256,111             (2,256,111)   -                             

4,045,503             6,323,525             -                6,323,525                  

Long-term debt 18,770,045           29,339,459            2,803,140    32,142,599                

Non-current portion of  lease liabilities 1,793,321             2,803,140             (2,803,140)   -                             

Deferred tax liability 231,898                362,480                362,480                    

24,840,767           38,828,604            -             38,828,604                

Shareholders' Equity

Share capital 21,853                 34,158                  34,158                      

Contributed surplus -                      -                      7,226,266    7,226,266                  

Other component of equity 4,623,035             7,226,266             (7,226,266)   -                             

Accumulated other comprehensive income -                      -                      21,677         21,677                      

Cumulative translation adjustment 13,868                 21,677                  (21,677)       -                             

Retained earnings 529,464                827,605                827,605                    

Total Equity 5,188,220             8,109,706             -             8,109,706                  

Total liabilities and equity 30,028,987           46,938,310            -             46,938,310                

Consolidated Statement of Financial Position

(unaudited)

As at September 30, 2020



 

 

(b) The revenues and expenses of Green Vision, which has a EUR reporting and functional currency, are translated to Canadian dollars at the average exchange rate 

of $1.4856 for the year ended December 31, 2019. 

 

 
 

 

 

 

 

 

Presentation

Green Vision Green Vision conforming Green Vision

Holding B.V. (EUR) Holding B.V. (CAD) adjustments Holding B.V. Adjusted

Revenue 16,913,602      16,913,602                

Revenue from customers with contracts 9,018,337             13,397,641           (13,397,641)     -                          

Government grants 2,366,694             3,515,961             (3,515,961)      -                          

Cost of goods sold -                        12,329,338      12,329,338                

Gross Margin 11,385,031           16,913,602           (12,329,338)   4,584,264                   

Research and development expenses -                        462,990          462,990                    

Selling and administrative expenses -                        379,648          379,648                    

Direct material costs 5,643,989             8,384,710             (8,384,710)      -                          

Subcontracting and other external cost 170,087               252,681               (252,681)         -                          

Salaries and wages temporary workers 1,611,972             2,394,746             (2,394,746)      -                          

Social security contributions 608,838               904,490               (904,490)         -                          

Post employment benefit costs (644,595)              (957,610)              957,610          -                          

Amortization and depreciation 908,940               1,350,321             (1,350,321)      -                          

Other operating expenses 1,309,321             1,945,127             (1,945,127)      -                          

Capitalized expense (742,117)              (1,102,489)           1,102,489        -                          

8,866,435             13,171,976           (12,329,338)   842,638                       

Operating Profit 2,518,596             3,741,626             -                       3,741,626                   

Other Charges (income)

Finance expense 965,367               1,434,149             1,434,149                  

Finance income (65,401)                (97,160)                (97,160)                     

899,966               1,336,989             -                   1,336,989                  

Profit before tax 1,618,630             2,404,637             -                       2,404,637                   

Income tax expense (recovery) 126,866               188,472               188,472                    

Net income (loss) 1,491,764             2,216,165             -                   2,216,165                  

Consolidated Statement of Profit or Loss

(unaudited)

Year ended December 31, 2019



 

 

 

(c) The revenues and expenses of Green Vision, which has a EUR reporting and functional currency, are translated to Canadian dollars at the average exchange rate 

of $1.5220 for the nine months ended September 30, 2020. 

 

 

 

 

 
 

 

 

Presentation

Green Vision Green Vision conforming Green Vision

Holding B.V. (EUR) Holding B.V. (CAD) adjustments Holding B.V. Adjusted

Revenue 6,488,508        6,488,508                  

Revenue from customers with contracts 2,345,525         3,569,889             (3,569,889)      -                          

Government grants 1,917,621         2,918,619             (2,918,619)      -                          

Cost of goods sold 5,976,879        5,976,879                  

Gross Margin 4,263,146        6,488,508              (5,976,879)     511,629                       

Research and development expenses 182,978          182,978                    

Selling and administrative expenses 247,139          247,139                    

Direct material costs 1,358,467         2,067,587             (2,067,587)      -                          

Subcontracting and other external cost 171,726            261,367                (261,367)         -                          

Salaries and wages temporary workers, less WBSO wage subsidy 695,584            1,058,679             (1,058,679)      -                          

Social security contributions 545,428            830,141                (830,141)         -                          

Post employment benefit costs 194,831            296,533                (296,533)         -                          

Amortization and depreciation 960,954            1,462,572             (1,462,572)      -                          

Other operating expenses 934,267            1,421,954             (1,421,954)      -                          

Capitalized expense (651,667)          (991,837)               991,837          -                          

4,209,590        6,406,996              (5,976,879)     430,117                       

Operating income (loss) 53,556              81,512                    -                       81,512                         

Other Charges (income)

Finance expense 1,248,296         1,899,907             1,899,907                  

Finance income (91,107)            (138,665)               (138,665)                   

1,157,189         1,761,242             -                   1,761,242                  

Profit before tax (1,103,633)       (1,679,730)            -                       (1,679,730)                 

Income tax expense (recovery) (6,802)              (10,353)                (10,353)                     

Net income (loss) (1,096,831)        (1,669,377)            -                   (1,669,377)                

Consolidated Statement of Profit or Loss

(unaudited)

Nine month period ended September 30, 2020




