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Basis of Preparation
The following has been prepared for the purpose of providing Management’s Discussion and Analysis (“MD&A”) of the
financial condition as at October 31, 2021 and October 31, 2020 and operating results of VOTI Detection Inc. (“the
Company” or “VOTI”) for the three-month and twelve-month periods ended October 31, 2021 and 2020.
This MD&A was prepared as of February 28, 2022, with information available at this date. All references in this MD&A to
Fiscal 2021 are to the fiscal year ended October 31, 2021, and all references to Fiscal 2020 are to the fiscal year ending
October 31, 2020. This document should be read in conjunction with the consolidated financial statements of VOTI
Detection Inc. for the fiscal years ended October 31, 2021, and 2020. All amounts herein are expressed in Canadian dollars
(unless otherwise indicated). All financial information presented in this MD&A has been prepared in accordance with
International Financial Reporting Standards (‘‘IFRS’’) as issued by the International Accounting Standards Board (“IASB”).
Certain financial measures used in this MD&A do not have any standardized meaning under IFRS, including “EBITDA”,
“Adjusted EBITDA”, “Adjusted EBITDA margin”, “Adjusted net loss” and “Adjusted loss per share”. For a reconciliation of
these non-IFRS financial measures to the most comparative IFRS measure, see the “Non-IFRS Financial Measures” section of
this MD&A.

Forward-Looking Statements
This MD&A contains “forward-looking information” and “forward-looking statements” (collectively, “forward-looking statements”)
within the meaning of applicable securities laws. Forward-looking statements may relate to VOTI’s financial outlook and anticipated
events or results and may include information regarding VOTI’s financial position, business strategy, growth strategies, addressable
markets, budgets, operations, financial results, taxes, plans and objectives. Particularly, information regarding VOTI’s expectations of
future results, performance, achievements, prospects or opportunities or the markets in which it operates and the impact thereon of
the ongoing COVID-19 pandemic declared by the World Health Organization on March 11, 2020 ("COVID-19"), as well as statements
relating to expectations regarding industry trends, growth rates, expectations regarding revenue and the revenue generation potential,
business plans and strategies and VOTI’s competitive position in its industry constitute forward-looking statements.
In some cases, when used in this MD&A, the words ‘‘may’’, ‘‘would’’, ‘‘could’’, ‘‘will’’, ‘‘intend’’, ‘‘plan’’, ‘‘anticipate’’, “does not
anticipate”, ‘‘believe’’, ‘‘seek’’, ‘‘propose’’, ‘‘estimate’’, ‘‘project’’, ‘‘expect”, “does not expect”, “forecasts”, “projection”, “prospects”,
“outlook”, “targets”, or similar expressions, variations of such terms or the negative of such terms are intended to identify forwardlooking statements. Such forward-looking statements reflect VOTI’s then current views with respect to future events based on certain
material facts, assumptions, opinions and estimates in light of management’s experience and perception of historical trends, current
conditions and expected future developments, as well as other factors VOTI currently believes are appropriate and reasonable in the
circumstances and as of the date such forward-looking statements are made. Despite a careful process to prepare and review the
forward-looking statements, there can be no assurance that the underlying opinions, estimates and assumptions will prove to be
correct. The forward-looking statements are based on certain key expectations and assumptions made by VOTI, including expectations
and assumptions concerning availability of capital resources and ability to finance, business performance, market conditions, and
customer demand. Although VOTI believes that the expectations and assumptions on which such forward-looking statements are
based are reasonable, undue reliance should not be placed on the forward-looking statements since no assurance can be given that
they will prove to be correct.
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Forward-looking statements are necessarily based on a number of opinions, estimates and assumptions that VOTI considered
appropriate and reasonable as of the date such statements are made, are subject to certain known and unknown risks and
uncertainties that may cause the actual results or events to differ materially from anticipated in such forward-looking statements,
including without limitation risks regarding the threat detection technology industry, failure to obtain regulatory approvals, or changes
in regulatory environment, economic factors, management’s ability to manage and to operate the business of VOTI Detection, the
equity markets generally and risks associated with growth and competition, in addition to other risks identified in this MD&A and in
other publicly filed documents under VOTI’s profile at www.sedar.com as well as other unknown risks.
Many factors could cause VOTI’s actual results, performance, or achievements to vary from those described in this MD&A, 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 MD&A as intended,
planned, anticipated, believed, sought, proposed, estimated or expected, and such forward-looking statements should not be unduly
relied upon. VOTI does not intend, and does not assume any obligation, to update these forward-looking statements except as required
by law. The forward-looking statements contained in this MD&A are expressly qualified by these cautionary
statements. Forward-looking statements contained in this MD&A about prospective results of operations, financial position or cash
flows are based on assumptions about future events, including economic conditions and proposed courses of action, based on VOTI’s
management’s assessment of the relevant information currently available. Readers are cautioned that outlook information contained
in this MD&A should not be used for the purposes other than for which it is disclosed herein or therein, as the case may be. In
addition, the current situation and future developments with respect to COVID-19 could cause certain of the assumptions and
information set forth herein or the fact that on which such assumptions are based to differ materially from previous expectations
including in respect of demand for our products, supply chain and availability of materials, mobility and shipping of materials and or
products, access to debt and equity capital and other factors.
This MD&A includes certain trademarks, such as “3D Perspective”, which are protected under applicable intellectual property laws
and are the property of VOTI. Solely for convenience, the trademarks and trade names referred to in this MD&A may appear without
the ® or ™ symbol, but such references are not intended to indicate, in any way, that VOTI will not assert, to the fullest extent under
applicable law, its rights to its trademarks and trade names.
Additional information relating to VOTI can be found on its SEDAR profile at www.sedar.com
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Business Strategy
Company Overview
VOTI is a leading-edge Canadian technology company that develops latest-generation X-ray security systems based on 3D
Perspective™ technology. VOTI’s technology produces remarkably sharp and more revealing X-ray images that are
competitively superior while delivering enhanced threat detection capabilities and a vastly improved user experience. Since
its inception, VOTI has installed scanners in more than 50 countries and has consulted heavily with government agencies and
security specialists worldwide to develop feature-rich and easy-to-use scanners that meet the sophisticated needs of modern
security screening operations.
VOTI’s software first approach allows for the development of customized solutions, addressing the specific and sometimes
unique requirements of its customers. VOTI is customer focused and brings effective detection technologies to markets that
are price sensitive.
Key Business Strategic Objectives
VOTI’s primary underlying strategy is to bring cost-effective elite features and benefits (including analysis and enhanced
detection capabilities) of top-tier x-ray screening, currently found at airports and seaports, to the commercial and industrial
conventional x-ray screening sectors of the market, which make up the largest segment of the conventional x-ray screening
market. To this end, the Company has developed visionary products and cost-effective solutions that are disrupting the
conventional x-ray security screening and detection market.
The Company intends to continue to expand its global footprint by growing market share as key verticals and geographies
are added; leveraging its specialized sales force and building on its already established network of distributors specializing in
the public and private security sectors; adding additional certifications that will open up new market opportunities; expanding
through the delivery of software enhanced detection, algorithms and analytics; benefiting from a shift in revenue mix towards
a greater percentage of higher margin aftermarket services and software; and through a strategic acquisition strategy focused
on the eventual ability to offer a fuller checkpoint solution.
VOTI also intends on furthering the continuous improvement of its lean manufacturing processes and customer service
delivery. The Company will continue to invest in research and development to maintain its competitive advantage.
Financial Outlook
The impact of COVID-19 on the markets and industries to which VOTI sells its products, including government buildings
and perimeters, transportation, travel and events & entertainment industries (including cruise line, aviation and public venues
such as sporting venues) has been significant and continues to evolve at this time, however, through a series of mitigating
strategies, the Company has emerged stronger and better positioned for growth despite the ongoing uncertainties related
to the global pandemic. These strategies included the shoring up of the company’s cash position through capital injections
from shareholders, leveraging available government programs, and the cutting of operating costs. The company entered Fiscal
2021 with a significantly leaner operating structure and a focus on improved processes and policies.
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Generally, VOTI’s growth plan is based on the following key market verticals:
•

Critical Assets and Infrastructures – data centers and telecom installations; government buildings; energy infrastructure
and public utilities; offices and corporate headquarters; metal refineries and mining sites.

•

Transportation – mass transit systems; airports (cargo); rail transit facilities; cruise ship terminals; logistics operations.

•

Secured Perimeters and Buildings – schools and universities; justice and correction centers; police stations and military
sites; events and attractions; embassies.

•

Ports and Borders – land checkpoints; seaports; customs.

•

Commercial, Manufacturing and Retail – warehouses; fulfillment and manufacturing facilities; retail locations.

While VOTI continues to benefit from the upturn in the post-COVID economy as well as the significant efficiency initiatives
that were implemented in Fiscal 2020, the recovery has been somewhat slower and the Company concluded its Fiscal 2021
with a 25% increase in year over year revenues versus original expectation of a 47% revenue increase, which also impaired
the Company’s ability to achieve positive adjusted EBITDA and positive cash flow from operations for the year. However,
the delayed revenue is expected to be recovered during Fiscal 2022 and into Fiscal 2023. In addition to the slower postCOVID recovery, VOTI, like most other industries has been impacted by the COVID-led global supply chain disruption.
Massive dislocations are evident within shipping routes and all other forms of transportation and warehousing. The result
creates the potential for shortages of key manufacturing components, order backlogs, delivery delays and an increase in
transportation costs. VOTI is mitigating these challenges by pre-ordering certain long lead time components and prioritizing
logistics and inventory management functions within the business. Despite its challenges, Fiscal 2021 was a success and
Management is proud of the company’s sales volume of X-ray scanning systems and after-sale service, as well as its
development activities.
The Company’s main objective for Fiscal 2022, is to strengthen its financial stability by executing on its strategic plan, which
has already begun as follows:
•

VOTI strategically strengthened its management team through the hiring of three senior and highly accomplished
executives who are key to taking the business to the next phase of its evolution, two of whom joined VOTI from direct
competitors. The respective roles are for the positions of COO, VP Global Sales and CTO/VP Engineering & Product
Management.

•

VOTI’s base of business is growing as the company continues to benefit from improvements in its technology and feature
sets, resulting in VOTI capturing new market segments such as the US Federal Government as well as the lucrative air
cargo market, which it can now penetrate following the introduction of its newly TSA certified 15D model. These new
markets will serve as catalysts for growth in 2022 and beyond. VOTI also began enhancing its presence in existing
verticals, such as the Canadian Federal government, distribution centers for loss prevention as well as correctional
facilities. It`s important to highlight that VOTI has worked with both US & Canadian Federal governments for over two
years and expects to see significant benefits from these relationships in 2022.

•

VOTI has introduced improvements and efficiencies to its hardware & software platforms, including the launch of its
Linux based Matrix series of scanners in 2021, which have enabled it to decrease costs associated with its bill of materials
(BOM), which yields an increase in gross margin.
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•

VOTI launched its VotiINSIGHTS platform in 2021, a powerful fleet management and analytics tool, which was developed
in conjunction with a key US Federal Government Agency. With the inclusion of VOTI’s scanners in the Agency`s catalog,
orders are expected to commence in Q2 and will be shipped beginning in Q3 of this year. It should be noted that this
Agency has over 1,400 scanners in the field worldwide and intends to begin a replacement program starting in 2022
through 2028.

•

On February 17, 2022, VOTI announced its intention to complete a brokered private placement on a commercially
reasonable efforts basis for gross proceeds of up to approximately $4,000,000, led by Echelon Wealth Partners Inc. as
lead agent and sole bookrunner, with closing of the offering expected to occur on or about March 8, 2022. The Company
will use the net proceeds of the offering for sales, marketing, general corporate and working capital purposes. The
Offering will consist of up to 19,047,620 units of the Company (each, a "Unit", and collectively the "Units") at a price
of C$0.21 per Unit (the "Offering Price"). Each Unit consists of one Common Share (each, a "Common Share", and
collectively the "Common Shares") and one-half of one Common Share purchase warrant (each whole warrant, a
"Warrant" and collectively the "Warrants"). Each Warrant entitles the holder thereof to acquire one Common Share at
a price of C$0.27 per Common Share for a period of 24 months from the closing date of the Offering. The Company
will apply to list the Common Shares (including the Common Shares underlying the Warrants and the broker warrants
(as described below)) on the TSX Venture Exchange ("TSXV") upon closing of the Offering. Upon expiry of the Hold
Period (as defined below) and subject to the Company meeting the listing requirements of the TSXV, the Company shall
also use commercially reasonable efforts to seek a listing of the Warrants on the TSXV. However, there is no assurance
or guarantee that the Company will be able to obtain a listing of the Warrants, nor that the TSXV will accept the
Warrants for listing and trading, and the Offering is not conditional on the Warrants being conditionally approved for
listing on the TSXV. The Company will pay a cash commission to the Agent equal to 8.0% of the aggregate gross proceeds
of the Offering (3.0% from the sale of Units to purchasers identified on the Company's president's list) and will issue
broker warrants equal to 8.0% of the number of Units sold under the Offering (3.0% of the number of Units from the
sale of Units to purchasers identified on the Company's president's list), each exercisable to acquire one Common Share
at the Offering Price for a period of 24 months from the closing date of the Offering.

The above noted forecasts are based on VOTI’s current expectations and assumptions and are subject to the forward-looking
disclaimer set forth above in this MD&A, as well as the various risks and uncertainties referenced therein, including, among
other things, the impact and uncertainty of the COVID-19 pandemic. The impact of the COVID-19 pandemic on the
Company, its stakeholders and the markets is still evolving and to the extent that there is a continued adverse affect, the
growth strategy of VOTI could be affected and the disclosure in this MD&A including any assumptions and future plans or
expectations that are made in this context. See also “Business Risks” below in this MD&A. Information about VOTI’s
expectations on forecasts and projections are provided in order to give context to the nature of VOTI’s future plans and
may not be appropriate for other purposes. There are no assurances that VOTI will be able to successfully implement its
strategies and plans as described above, and all statements made are expressly qualified by the cautionary statements relating
to “forward-looking statements” included above.

[7]

VOTI Detection Inc.
Management’s Discussion and Analysis
For the fiscal year ended October 31, 2021

Trends and Seasonality
Industry Trends
Despite the billions of dollars spent on R&D since the events of 9/11, x-ray screening systems remain the predominant
technology solution of choice when it comes to non-intrusive inspection and optimal throughput.
VOTI Trends
The markets in which VOTI operates are highly competitive and are characterized by evolving customer needs and rapid
technological change. The global detection system market is relatively concentrated, dominated by five main global players
who are diversified systems and solutions providers. Competition is based primarily on such factors as product performance,
functionality and quality, the overall cost effectiveness of the system solution, prior customer relationships, technological
capabilities of the products, price, local market presence, and breadth of the Company’s sales and service organization. VOTI’s
principal competitors in the global detection market are OSI Systems Inc., Smiths Group plc, Nuctech Company Limited,
Astrophysics, Inc. and Leidos Holdings, Inc.
VOTI believes that its main competitive advantage is its image quality and proprietary software. The Company’s 3D
Perspective™ technology along with its proprietary software, renders high resolution images that eliminate blind spots and
enhance the operator’s ability to better identify potential threats. In addition, VOTI’s competitive edge includes ease of use,
remote diagnostic and update capabilities, remote repair and maintenance, an attractive pricing strategy and analytics
capabilities.
By developing visionary products and offering them at an attractive price point, VOTI is bringing cost-effective elite features
and benefits (including analysis and enhanced detection capabilities) of top-tier x-ray screening at airports and seaports
(dominated by the big four players in the market), to the commercial and industrial x-ray screening sectors of the market,
which is the largest segment of the conventional x-ray screening market.
Cyclicality
A significant portion of VOTI’s clients is in the public sector. Government spending is driven by budgets and will impact the
revenue stream. As such, VOTI revenues may be impacted in certain years by government budgetary decisions and cycles.

Financial Highlights
For the year ended October 31, 2021
•

Revenue for the fiscal year ended October 31, 2021, totaled $23,695,236 compared to $19,013,905 in Fiscal 2020, an
increase of $4,681,331 or 25%. The Company sold 685 security scanning systems compared to 526 in Fiscal 2020. The
increase is primarily attributed to the greater number of systems sold during the period, the Company’s first-time sales
of its VotiINSIGHTS fleet management and analytics dashboard, an increase in the average price per scanner resulting
from the change in product mix sold, and an increase in after-sale services and extended warranties, partially offset by
the decrease in the US dollar foreign exchange rate.

•

Gross profit increased to $8,017,980 or 34% of revenue, compared to $5,696,891 or 30% in Fiscal 2020. The 4% increase
in gross margin compared to Fiscal 2020 is primarily due to a decrease in the average component cost per scanner
resulting from the cost reduction initiatives that were executed by the Company, and the Company’s first time sales of
its VotiINSIGHTS fleet management and analytics dashboard, and an increase in after sale services profitability, partially
offset by an increase in the freight costs allocated to inventory being sold, and certain scanner sales with low margins.
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•

Net loss decreased to $6,064,758 compared to $6,735,410 in Fiscal 2020. The decrease of $670,652 is primarily related
to the increase in gross profit, decrease in general and administrative expenses, a decrease in non-cash share-based
payments expenses, and an increased gain in the change in fair value of warrants, partially offset by increased loss in
change in fair value of embedded derivatives and increased net financial, research and development and selling and
distribution expenses.

•

Adjusted EBITDA increased to ($1,101,024) compared to ($2,942,275) for the same period of Fiscal 2020. The increase
of $1,841,251 is primarily related to the increase in gross profit, partially offset by an increase in net operating expenses.

•

The Company began commercializing its next generation of X-ray scanners, a series that represents the convergence
between technological improvements, cost savings and a push towards a SaaS model for high margin, repeat business.

For the three-month period ended October 31, 2021
•

Revenue for the three-month period ended October 31, 2021, totaled $5,889,970 compared to $4,852,379 for the same
period in Fiscal 2020, an increase of $1,037,591 or 21%. The Company sold 170 security scanning systems compared to
136 during the same period in Fiscal 2020. The increase is primarily attributed to the greater number of systems sold,
partially offset by a decrease in the average selling price per scanner resulting from the change in the US dollar foreign
exchange rate.

•

Gross profit increased to $1,671,746 or 28% of revenue, compared to $1,197,758 or 25% of revenue, for the same
period in Fiscal 2020, an increase of $473,988 or 3% of revenue. The increase in gross margin of 3% is primarily due to
a decrease in the average component cost per scanner resulting from the cost reduction initiatives that were executed
by the Company and an increase in revenue from after sales services and extended warranty as a percentage of overall
revenue, which carry higher margins, and partially offset by an increase in freight costs allocated to inventory being sold.

•

Net loss decreased to $1,040,755 compared to $2,216,449 for the same period in Fiscal 2020. The decrease in net loss
of $1,175,694 is primarily related to the increase in gross profit, a decrease in net financial expenses, general and
administrative expenses, research and development expenses, increase in non-cash gain from changes in fair value of
embedded derivative, and the increase in the non-cash gain from change in fair value of warrants, partially offset by an
increase in selling and distribution expenses, and decrease in gain from non-cash share-based payments.

•

Adjusted EBITDA decreased to ($1,005,182) compared to ($511,848) for the same period of Fiscal 2020. The decrease
of $493,334 is primarily related to the increase in net operating expenses, partially offset by an increase in gross profit.
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Selected Annual Financial Information
The selected financial information below was derived from the Company’s October 31, 2021, 2020 and 2019 audited
consolidated financial statements, prepared in accordance with IFRS.
October 31, 2021
$

October 31, 2020
$

October 31, 2019
$

Financial position
Cash
Total assets
Total debt1
Shareholders’ equity

2,187,172
21,067,312
4,500,369
4,799,792

2,088,825
21,513,908
6,626,163
6,167,962

1,941,507
23,152,381
3,233,000
11,479,625

Loss and comprehensive loss
Revenue
Net loss
Comprehensive loss
Basic and diluted loss per share

23,695,236
(6,064,758)
(6,810,374)
(0.17)

19,013,905
(6,735,410)
(6,903,222)
(0.25)

28,427,023
(4,294,647)
(4,415,612)
(0.18)

Cash flows provided by (used in)
Operating activities
Investing activities
Financing activities

(171,347)
(1,258,514)
2,385,355

(1,515,004)
(2,238,659)
3,967,474

(5,253,628)
(3,775,258)
1,140,812

Private placement
On May 6, 2021, the Company completed a brokered private placement of 10,178,600 units at a price of $0.42 per unit for
aggregate gross proceeds of $4,275,012. Each of the newly issued units consists of one common share of the Company and
one-half of one common share purchase warrant, which entitles its holder to acquire one common share at a price of $0.55
per share for a period of 36 months.
Additionally, in consideration for their services, the Company issued 804,883 warrants to the private placement’s agents,
each of which entitles its holder the option to acquire one common share at a price of $0.42 per share for a period of 24
months.
Transaction costs of $810,857 were allocated proportionally between the various components of the units issued in
conjunction with the private placement and recorded in the Company’s net financial expenses and share capital at $306,002
and at $504,855, respectively.

1

Total debt consists of bank indebtedness, term debt, convertible debt and long-term debt.
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Shares-for-debt transaction
On May 13, 2021, the Company concluded on a shares-for-debt transaction to replace 3,640 convertible debenture units at
their undiscounted cash value of $3,640,000, in exchange for 8,666,666 units at a price of $0.42 per unit.
Each of the newly issued units consists of one common share of the Company and one-half of one common share purchase
warrant, which entitles its holder to acquire one common share at a price of $0.55 per share for a period of 3 years.
Consequently, 3,640 convertible debenture units participated in the shares-for-debt transaction, resulting in the issuance of
8,666,666 common shares and 4,333,333 warrants.
Transaction costs of $59,536 were allocated proportionally between the various components of the units issued in
conjunction with the shares-for-debt transaction and recorded in the Company’s net financial expenses and share capital at
$19,916 and at $39,620 respectively.

Non-IFRS Financial Measures
This section describes the metrics and non-IFRS financial measures used by the Company throughout this MD&A. It also
provides the reconciliation between non-IFRS financial measures and the most comparable IFRS financial measures. Non-IFRS
financial measures do not have standard definitions prescribed by IFRS and, therefore, may not be comparable to similar
measures presented by other companies. Non-IFRS financial measures are provided as additional information to complement
IFRS measures by providing further understanding of the Company’s results of operations from Management’s perspective.
Accordingly, they should not be considered in isolation nor as a substitute for analysis of our financial information reported
under IFRS.
EBITDA, Adjusted EBITDA and Adjusted EBITDA margin
EBITDA is defined as net income or loss before financial expenses, depreciation and amortization expense and income tax
expense. Adjusted EBITDA is defined as EBITDA excluding share-based payments expenses and items that Management
believes do not necessarily arise as part of the Company’s normal day-to-day operations and could distort the analysis of
trends in business performance. Adjusted EBITDA margin is defined as Adjusted EBITDA divided by Revenue. EBITDA,
Adjusted EBITDA and Adjusted EBITDA margin are non-IFRS financial measures. Management believes that EBITDA,
Adjusted EBITDA, and Adjusted EBITDA margin are useful measures of financial performance and help to better understand
the Company’s performance, as they help reflect the Company’s business operation and allow for more accurate comparison
to other companies, by excluding the impact on EBITDA that non-recurring, non-operating, or unusual items may have on
the Company’s operations.
Furthermore, Management believes these measures are useful to assess the Company’s ability to seize growth opportunities
in a cost-effective manner, to finance its ongoing operations and to meet its commitments.
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The reconciliation of net loss to EBITDA, Adjusted EBITDA and then to Adjusted EBITDA margin are as follows:
Three months ended October 31

Revenue
Net loss
Financial expenses2
Depreciation and amortization
EBITDA
Change in fair value of warrants
Change in fair value of embedded derivatives
Share based payments3
Unusual and non-recurring items
Trade receivables write-off4
Severance5
Other items6
Impairment of development costs7
Adjusted EBITDA
Adjusted EBITDA margin (%)

Fiscal year ended October 31

2021
$

2020
$

2021
$

2020
$

5,889,970

4,852,379

23,695,236

19,013,905

(1,040,755)
420,711
565,999
(54,045)

(2,216,449)
500,848
400,167
(1,315,434)

(6,064,758)
3,149,969
1,464,591
(1,450,198)

(6,735,410)
2,174,802
953,879
(3,606,729)

(973,978)
(36,000)
(3,259)

46,236
78,800
(41,988)

(1,332,952)
323,025
565,983

(987,823)
(896,990)
1,250,798

62,100
(1,005,182)
(17%)

116,043
150,000
454,495
(511,848)
(11%)

581,538
211,580
(1,101,024)
(5%)

663,974
180,000
454,495
(2,942,275)
(15%)

Adjusted net loss and Adjusted loss per share
Adjusted net loss is defined as net loss adjusted for share-based payments expenses and items Management believes do not
necessarily arise as part of the Company’s normal day-to-day operations and could distort the analysis of trends in business
performance. Adjusted loss per share is defined as adjusted net loss divided by the basic weighted average number of common
shares outstanding.
Adjusted net loss and Adjusted loss per share are non-IFRS financial measures. Management believes that Adjusted net loss
and Adjusted loss per share are useful measures of performance that can facilitate period-to-period comparisons as they
exclude items that do not necessarily arise as part of the Company’s normal day-to-day operations and could distort the
analysis of trends in business performance.

2

Financial expenses consist of interest and bank charges, foreign exchange gains and losses, significant financing component interest on extended warranties, interest on lease
liabilities, interest accretion and transaction costs on convertible debt and other financial charges.

3

Share based payments are made up of the issuance and vesting of stock options, deferred share units and restricted share units

4

Trade receivables write-off includes non-cash write-down of receivables. The write-off is adjusted from EBITDA since it is outside the normal course of the Company’s day-today operations, non-recurring, and relates to the repossession of scanners from customers that default on payment. The write-off is recorded in general and administrative
expense as a bad debt and is calculated as the difference between the balance of receivable and the inventories’ net realizable value. Since March 2020, almost all sales on credit
are insured at 90% or secured through a bank letter of credit, whereas any future write-off of this size is remote, and therefore the trade receivable write-off is considered
non-recurring.

5

Severance includes termination payments expense during the period.

6

Other items include non-recurring professional fees and warranty and other provisions.

7

Impairment of development costs is a non-cash charge related to the write-down of development projects that were abandoned since Management no longer estimates
future economic benefits will be derived.
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The reconciliations of net loss to Adjusted net loss is as follows:
Three months ended October 31

Net loss
Change in fair value of warrants
Change in fair value of embedded derivatives
Share based payments
Unusual and non-recurring items
Trade receivables write-off
Severance
Other items
Impairment of development costs
Adjusted net loss

Fiscal year ended October 31

2021
$

2020
$

2021
$

2020
$

(1,040,755)

(2,216,449)

(6,064,758)

(6,735,410)

(973,978)
(36,000)
(3,259)

46,236
78,800
(41,988)

(1,332,952)
323,025
565,983

(987,823)
(896,990)
1,250,798

62,100
(1,991,892)

116,043
150,000
454,495
(1,412,863)

581,538
211,580
(5,715,584)

663,974
180,000
454,495
(6,070,956)

The reconciliations of basic and diluted loss per share to Adjusted loss per share is as follows:
Three months ended October 31

Basic and diluted loss per share
Impact of adjustments to net loss
Adjusted loss per share

Fiscal year ended October 31

2021
$

2020
$

2021
$

2020
$

(0.02)
(0.02)
(0.04)

(0.08)
0.03
(0.05)

(0.17)
0.01
(0.16)

(0.25)
0.02
(0.23)
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Results of Operations
Fiscal years ended October 31, 2021, and 2020
The following table sets forth the major components of the Company’s consolidated statements of loss and comprehensive
loss for the fiscal year ended October 31, 2021, compared to the corresponding period of 2020:
2021
$

2020
$

Variance
$

Variance
%

Revenue
Cost of goods sold
Gross profit
Gross margin

23,695,236
15,677,256
8,017,980
34%

19,013,905
13,317,014
5,696,891
30%

4,681,331
2,360,242
2,321,089
4%

25%
18%
41%
N/A

General and administrative expenses
Selling and distribution expenses
Research and development expenses
Net financial expenses
Change in fair value of warrants
Change in fair value of embedded
derivatives
Share-based payments
Net loss
Basic and diluted loss per share

4,066,657
5,381,066
1,928,990
3,149,969
(1,332,952)

4,741,662
4,970,543
1,179,309
2,174,802
(987,823)

(675,005)
410,523
749,681
975,167
(345,129)

(14%)
8%
64%
45%
35%

323,025
565,983
(6,064,758)
(0.17)

(896,990)
1,250,798
(6,735,410)
(0.25)

1,220,015
(684,815)
670,652
0.09

N/A
(55%)
10%
N/A

Adjusted net loss
Basic & diluted Adj. loss per share

(5,715,584)
(0.16)

(6,070,956)
(0.23)

355,372
0.07

6%
N/A

Revenue for the fiscal year ended October 31, 2021, totaled $23,695,236 compared to $19,013,905 in Fiscal 2020, an increase
of $4,681,331 or 25%. The Company sold 685 security scanning systems compared to 526 in Fiscal 2020. The increase is
primarily attributed to the greater number of systems sold during the period, the Company’s first-time sales of its
VotiINSIGHTS fleet management and analytics dashboard, an increase in the average price per scanner resulting from the
change in product mix sold, and an increase in after-sale services and extended warranties, partially offset by the decrease in
the US dollar foreign exchange rate.
Gross profit increased to $8,017,980 or 34% of revenue, compared to $5,696,891 or 30% in Fiscal 2020. The 4% increase in
gross margin compared to Fiscal 2020 is primarily due to a decrease in the average component cost per scanner resulting
from the cost reduction initiatives that were executed by the Company, and the Company’s first time sales of its
VotiINSIGHTS fleet management and analytics dashboard, and an increase in after sale services profitability, partially offset
by an increase in the freight costs allocated to inventory being sold, and certain scanner sales with low margins.
General and administrative expenses decreased to $4,066,657 compared to $4,741,662 in Fiscal 2020. The $675,005 decrease
is primarily due to the decrease in trade receivable write-off from the third quarter of Fiscal 2020 and reduced personnel
and general corporate costs, partially offset by an increase in non-recurring professional fees and a decrease in the funding
received from the CEWS stimulus program.
Selling and distribution expenses increased to $5,381,006 compared to $4,970,543 in Fiscal 2020. The increase of $410,523
is primarily due to an increase in warranty and other provisions, an increase in personnel costs, as well as a decrease in the
funding received from the CEWS stimulus program, partially offset by reduction in field service support, travel expenses, and
tradeshows attended.
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Research and development expenses increased to $1,928,990 compared to $1,179,309 in Fiscal 2020. The increase of
$749,681 is primarily due to severance paid and payable to the Company’s CTO upon his retirement on May 21, 2021, a
decrease in the research and development tax credits that were netted against the corresponding expenses, and by a decrease
in the funding received from the CEWS stimulus program.
Net financial expenses increased to $3,149,969 compared to $2,174,802 in Fiscal 2020. The increase of $975,167 is primarily
due to the increase in foreign exchange loss, increased interest accretion expenses on the convertible debt, an increase in
capital raise transaction costs, and increased significant financing component interest on extended warranties, partially offset
by a decrease in interest and bank charges.
Change in fair value of warrants increased to a gain of $1,332,952 compared to a gain of $987,823 in Fiscal 2020. The increase
of $345,129 is primarily due to the increase in total number of outstanding warrants compared to the previous respective
reporting period, as well as the additional warrants that were issued as part of the private placement and shares-for-debt
transaction in early May 2021, and the mark-to-market effect on their fair value as result of the Company’s share price
negative trend.
Change in fair value of embedded derivatives decreased to a loss of $323,025 compared to a gain of $896,990 in Fiscal 2020.
The decrease in loss of $1,220,015 is primarily attributable to the relative increase in fair value of the embedded derivatives
from the previous respective reporting period valuation, partially offset by the relative decrease in fair value of the remaining
portion of outstanding embedded derivatives (post shares-for-debt transaction) compared to the previous respective
reporting period valuation.
Share-based payments decreased to $565,983 compared to $1,250,798 in Fiscal 2020. The decrease of $684,815 is primarily
due to the reduced number of the outstanding and unvested stock options, RSUs and DSUs compared to the previous
reporting period, partially offset by newly granted stock options, RSUs and DSUs in Fiscal 2021.
Net loss decreased to $6,064,758 compared to $6,735,410 in Fiscal 2020. The decrease of $670,652 is primarily related to
the increase in gross profit, decrease in general and administrative expenses, a decrease in non-cash share-based payments
expenses, and an increased gain in the change in fair value of warrants, partially offset by increased loss in change in fair value
of embedded derivatives and increased net financial, research and development and selling and distribution expenses.
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Three-month periods ended October 31, 2021, and 2020
The following table sets forth the major components of the Company’s consolidated statements of loss and comprehensive
loss for the three-month period ended October 31, 2021, compared to the corresponding period of 2020:
2021
$

2020
$

Variance
$

Variance
%

Revenue
Cost of goods sold
Gross profit
Gross margin

5,889,970
4,218,224
1,671,746
28%

4,852,379
3,654,621
1,197,758
25%

1,037,591
563,603
473,988
3%

21%
15%
40%

General and administrative expenses
Selling and distribution expenses
Research and development expenses
Net financial expenses
Change in fair value of warrants
Change in fair value of embedded
derivatives
Share-based payments
Net loss
Basic and diluted loss per share

1,133,311
1,620,908
550,808
420,711
(973,978)

1,215,528
890,254
724,529
500,848
46,236

(82,217)
730,654
(173,721)
(80,137)
(1,020,214)

(7%)
82%
(24%)
(16%)
N/A

(36,000)
(3,259)
(1,040,755)
(0.02)

78,800
(41,988)
(2,216,449)
(0.08)

(114,800)
38,729
1,175,694
0.06

N/A
(92%)
53%
N/A

Adjusted net loss
Basic & diluted Adj. loss per share

(1,991,892)
(0.04)

(1,412,863)
(0.05)

(579,029)
0.01

(41%)
N/A

Revenue for the three-month period ended October 31, 2021, totaled $5,889,970 compared to $4,852,379 for the same
period in Fiscal 2020, an increase of $1,037,591 or 21%. The Company sold 170 security scanning systems compared to 136
during the same period in Fiscal 2020. The increase is primarily attributed to the greater number of systems sold, partially
offset by a decrease in the average selling price per scanner resulting from the change in the US dollar foreign exchange rate.
Gross profit increased to $1,671,746 or 28% of revenue, compared to $1,197,758 or 25% of revenue, for the same period in
Fiscal 2020, an increase of $473,988 or 3% of revenue. The increase in gross margin of 3% is primarily due to a decrease in
the average component cost per scanner resulting from the cost reduction initiatives that were executed by the Company
and an increase in revenue from after sales services and extended warranty as a percentage of overall revenue, which carry
higher margins, and partially offset by an increase in freight costs allocated to inventory being sold.
General and administrative expenses decreased to $1,133,311 compared to $1,215,528 for the same period in Fiscal 2020.
The decrease of $82,217 is primarily due to the decrease in trade receivable write-off of $116,043 from the fourth quarter
of Fiscal 2020 and a decrease in general corporate costs, partially offset by the increase non-recurring professional fees and
reduced funding from the Canadian Federal government CEWS stimulus program.
Selling and distribution expenses increased to $1,620,908 compared to $890,254 for the same period in Fiscal 2020. The
increase of $730,654 is primarily due to an increase in warranty and other provisions, an increase in personnel costs, reduced
funding from the CEWS stimulus program and increase in field service-related expenditures.
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Research and development expenses decreased to $550,808 compared to $724,529 for the same period in Fiscal 2020. The
decrease of $173,721 is primarily due to the decrease in impairment of capitalized development costs of $454,495 from the
fourth quarter of Fiscal 2020, partially offset by increase in amortization expenses.
Net financial expenses decreased to $420,711 compared to $500,848 for the same period in Fiscal 2020. The decrease of
$80,137 is primarily due to a decrease in interest accretion expense resulting from exchanging the convertible debentures
for common shares and warrants, and a decrease in significant financing component interest on extended warranties, partially
offset by an increase in foreign exchange loss.
Change in fair value of warrants increased to a gain of $973,978 compared to a loss of $46,236 for the same period in Fiscal
2020. The gain increase of $1,020,214 was mainly driven by the increase in the number of warrants issued from the private
placement and shares-for-debt transaction in early May 2021, and the re-measurement of the related warrants liability on
October 31, 2021, which resulted in an overall lower liability value, thus creating a gain.
Change in fair value of embedded derivatives increased to a gain $36,000 compared to a loss of $78,800 for the same period
in Fiscal 2020. The $114,800 gain increase is attributable to the cancellation of the majority issued and outstanding convertible
debentures with embedded derivative as part of the shares-for-debt transaction, partially offset by the relative decrease in
fair value of the remaining portion of outstanding embedded derivatives (post shares-for-debt transaction) compared to the
previous respective reporting period valuation.
Share-based payments expenses decreased to a gain of $3,259 compared to a gain $41,988 for the same period in Fiscal 2020.
The $38,729 decrease is primarily due to the reduced number of outstanding and unvested stock options, RSUs and DSUs
compared to the previous reporting period, partially offset by newly granted stock options during the quarter.
Net loss decreased to $1,040,755 compared to $2,216,449 for the same period in Fiscal 2020. The decrease in net loss of
$1,175,694 is primarily related to the increase in gross profit, a decrease in net financial expenses, general and administrative
expenses, research and development expenses, increase in non-cash gain from changes in fair value of embedded derivative,
and the increase in the non-cash gain from change in fair value of warrants, partially offset by an increase in selling and
distribution expenses, and decrease in gain from non-cash share-based payments.
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Financial Position
The following table provides an analysis of the Company’s consolidated statement of financial position as at October 31,
2021 compared to October 31, 2020:
October 31, 2021
$

October 31, 2020
$

Variance
$

Total Assets
Variance mainly due to:
Trade and other receivables
Inventories
Research and development tax credits
receivable
Property and equipment
Right of use asset

21,067,312

21,513,908

(446,596)

2,616,210
9,353,460

1,928,906
9,579,181

687,304
(225,721)

160,531
760,345
659,588

617,358
1,037,115
1,013,599

(456,827)
(276,770)
(354,011)

Total Liabilities
Variance mainly due to:
Trade payables and accrued liabilities
Warrants liability
Lease liability
Embedded derivatives liability
Term debt
Deferred revenue
Convertible debt

16,267,520

15,345,946

921,574

5,661,258
1,627,832
786,551
8,625
3,627,614
254,556

3,664,385
282,800
1,064,033
531,900
421,220
2,874,537
2,269,160

1,996,873
1,345,032
(277,482)
(523,275)
(421,220)
753,077
(2,014,604)

Total Shareholders’ Equity (Deficit)
Variance mainly due to:
Share capital
Stock option reserve
Deficit
Cumulative translation adjustment

4,799,792

6,167,962

(1,368,170)

43,780,056
4,020,178
(41,706,436)
(1,294,006)

38,776,368
3,581,662
(35,641,678)
(548,390)

5,003,688
438,516
(6,064,758)
(745,616)

Trade and other receivables increased to $2,616,210 at October 31, 2021 compared to $1,928,906 at October 31, 2020. The
increase of $687,304 is primarily due to the increase in sales on credit near the end of Fiscal 2021.
Inventories decreased to $9,353,460 at October 31, 2021 compared to $9,579,181 at October 31, 2020. The decrease of
$225,721 is primarily due to the depletion of excess inventory purchased in Fiscal 2020, partially offset by an increase in
freight costs allocated to inventory due to increased shipping and container costs during Fiscal 2021.
Research and development tax credits receivable decreased to $160,531 at October 31, 2021, compared to $617,358 at
October 31, 2020. The decrease of $456,827 is primarily due to Fiscal 2019 and Fiscal 2020 refundable research and
development tax credits of $582,151, that were received during Fiscal 2021.
Property and equipment decreased to $760,345 at October 31, 2021 compared to $1,037,115 at October 31, 2020. The
decrease of $276,770 is mainly due to depreciation expenses, partially offset by new additions in Fiscal 2021.
Right of use asset decreased to $659,588 at October 31, 2021 compared to $1,013,599 at October 31, 2020. The decrease
of $354,011 is mainly due to the amortization of the assets.
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Trade payables and accrued liabilities increased to $5,661,258 at October 31, 2021, compared to $3,664,385 at October 31,
2020. The increase of $1,996,873 is primarily due to increased component purchases near the end of the fourth quarter of
Fiscal 2021 compared to the fourth quarter of Fiscal 2020, accrual recorded for severance payable, and warranty and other
provisions recorded.
Warrants liability increased to $1,627,832 at October 31, 2021 compared to $282,800 at October 31, 2020. The increase
of $1,345,032 is primarily attributed to the increase in the number of outstanding warrants at October 31, 2021, partially
offset by the decrease in the Company’s share price which has an decreasing effect on the warrants’ fair value.
Lease liability decreased to $786,551 at October 31, 2021 compared to $1,064,033 at October 31, 2020. The decrease of
$277,482 primarily attributed to the payments made during Fiscal 2021, partially offset by the interest accretion expenses.
Embedded derivative liability decreased to $8,625 at October 31, 2021 compared to $531,900 at October 31, 2020. The
decrease of $523,275 is primarily due to the exchange and cancellation of 4,550,000 embedded derivatives as part of the
shares-for-debt transaction.
Term debt decreased to $nil at October 31, 2021 compared to $421,220 at October 31, 2020. The decrease of $421,220 is
due to the full repayment of the borrowed funds by the end of Fiscal 2021.
Deferred revenue increased to $3,627,614 at October 31, 2021 compared to $2,874,537 at October 31, 2020. The increase
of $753,077 is primarily due to selling additional prepaid extended warranties, partially offset by the revenue recognized
during the period.
Convertible debt decreased to $254,556 at October 31, 2021 compared to $2,269,190 at October 31, 2020. The decrease
of $2,014,604 is primarily due to the exchange and cancellation of debt as part of the exchange of 3,640 convertible debenture
units participated in the shares-for-debt transaction.
Share capital increased to $43,780,056 at October 31, 2021 compared to $38,776,368 at October 31, 2020. The increase of
$5,003,688 is primarily due to the issuance of 10,178,600 and 8,666,666 common shares during the third quarter of Fiscal
2021 as part of the private placement and shares-for-debt transaction respectively, and the issuance of 828,013 common
shares as settlement of interest related to the semi-annual 10% convertible debentures coupon.
Stock option reserve increased to $4,020,178 at October 31, 2021 compared to $3,581,662 at October 31, 2020. The
increase of $438,516 is due to the share-based payments expense recorded during Fiscal 2021, partially offset by the exchange
of 111,752 fully vested RSUs for 111,752 fully paid common shares from treasury.
Deficit increased to $41,706,436 at October 31, 2021 compared to $35,641,678 at October 31, 2020. The increased deficit
of $6,064,758 is due to the net loss incurred during Fiscal 2021.
Cumulative translation adjustment increased to a negative position of $1,294,006 at October 31, 2021 compared to a negative
position of $548,390 at October 31, 2021. The increase of $745,616 is related to the impact of translating the balance sheet
from the Company’s functional currency USD to its CAD presentation currency.
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Liquidity and Capital Resources
Capital Management
The Company’s objectives in managing capital are to ensure sufficient liquidity to pursue its organic growth, to establish a
strong capital base to satisfy its obligations towards its customers and creditors, as well as to provide an adequate return to
shareholders. To fund its activities, the Company has relied on cash flows from operations as well as its financial resources,
which include cash balance, credit facility, term loan, private placements and marketed offering of its common shares and the
issuance of convertible notes. The Board of Directors does not establish quantitative return on capital criteria for
management, but rather promotes year-over-year sustainable growth. Refer to Basis of preparation and going concern
assumption and Financial outlook sections for additional information.
Cash Flows
A summary of net cash flows by activity for the fiscal year ended October 31, 2021, compared to the corresponding period
of Fiscal 2020 is presented below:

Net cash used in operating activities
Net cash used in investing activities
Net cash from financing activities
Net change in cash
Net effect of foreign exchange rate changes on cash
Cash and restricted cash, beginning of period
Cash, end of period

2021
$

2020
$

Variance
$

(171,347)
(1,258,514)
2,385,355
955,494

(1,515,004)
(2,238,659)
3,967,474
213,811

1,343,657
980,145
(1,582,119)
741,683

(857,147)
2,088,825
2,187,172

(66,493)
1,941,507
2,088,825

(790,654)
147,318
98,347

Net cash used in operating activities during the fiscal year ended October 31, 2021, decreased by $1,343,657 when compared
to Fiscal 2020. The decrease in net cash used in operations is primarily due to the improvement of the Company’s cashbased operating results in Fiscal 2021, partially offset by the impact from the change in the Company’s non-cash working
capital.
Net cash used in investing activities during the fiscal year ended October 31, 2021, decreased by $980,145 when compared
to the same period in Fiscal 2020 primarily resulting from a reduction in development activities.
Net cash from financing activities during the fiscal year ended October 31, 2021, decreased by $1,582,119 compared to the
same period in Fiscal 2020. The decrease in net cash from financing activities primarily resulted from a decrease in net
proceeds from the issuance of convertible debentures, long-term debt, term-debt, and the repayment of term-debt, partially
offset by an increase in net consideration received from the issuance of common shares, and a decrease in the repayment of
bank indebtedness.
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Other Cash Considerations
Bank indebtedness & letters of guarantee
The Company has an available revolving demand facility with a financial institution of $500,000 (“Facility 1”) based on eligible
accounts receivable and inventory. Amounts drawn under this facility bear interest at 1.5% above the bank’s prime rate and
are repayable on demand.
The Company also has a revolving demand facility of $2,055,000 (“Facility 2”) by way of letters of guarantee denominated in
Canadian, Indian Rupee or U.S. currency which is repayable on demand.
All borrowings under Facility 1 and Facility 2 are secured by the following:
• A deed of moveable hypothec representing all present and future obligations in the amount of $3,100,000, constituting a
security interest on the universality of all present and future assets excluding tax credits to be received;
• A deed of moveable hypothec representing all present and future obligations in the amount of $33,684, constituting a
first ranking hypothec on term deposits and/or guaranteed investment certificates in the amount of $33,684;
• A deed of moveable hypothec representing all present and future obligations in the amount of $34,153, constituting a
first ranking hypothec on term deposits and/or guaranteed investment certificates in the amount of $34,153;
• Insurance provided by Export Development Canada covering losses pertaining to specific accounts receivable, naming the
bank as beneficiary;
• An assignment constituting a first charge on all inventory.
Borrowings made under Facility 1 are also secured by a guarantee from Export Development Canada of up to 65% of the
aggregate outstanding borrowing amount under this facility. The guarantee bears interest at 4.4% of the amount guaranteed.
Borrowings made under Facility 2 are also secured by a performance security guarantee from Export Development Canada
guaranteeing 100% of each issued letter of guarantee. This guarantee also bears interest at 4.4% of the amount guaranteed.
As at October 31, 2021, and 2020 $nil was drawn under Facility 1 and there were letters of guarantee under Facility 2,
denominated in Canadian dollars, U.S. dollars and Indian Rupees, totaling $469,983 in Canadian dollars equivalent.
These facilities are reviewed periodically, and the Company must respect certain covenants and financial ratios associated
with the facilities, including a minimum tangible net worth of $1,000,000 to be measured on a quarterly basis. As at October
31, 2021, this covenant was respected.
Term debt
On August 2, 2019, the Company entered into a credit facility agreement with Investissement Quebec ("IQ") for a term loan
of up to $336,840, to be used specifically to finance refundable tax credits for experimental scientific research and
development for the Company’s 2019 fiscal year.
The term loan bears interest at 2.55% above the bank prime rate and is secured by a senior-ranking hypothec on the
Company’s research and development tax credits receivable and other assets totaling $404,000, with the addition of an
irrevocable letter of credit in the amount of $33,684, representing 10% of the credit facility amount.
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The term loan is repayable on the earliest of the following dates:
(i)

the date the Company files its income tax return, if the refundable tax credits receivable is deducted from the income
tax payable at that time;

(ii)

the date the Company is required to file its income tax return, if it has not actually filed its return;

(iii) the date a refund is received; or
(iv) April 30, 2021.
On April 30, 2021, the Company repaid the outstanding balance under this facility of $165,511.
During June 2020, the Company entered into another credit facility agreement with IQ for a term loan of up to $341,530,
to be used specifically to finance the refundable tax credits for experimental scientific research and development for the
Company’s 2020 fiscal year.
The term loan bears interest at 2.55% above the bank prime rate and is secured by a senior-ranking hypothec on the
Company’s research and development tax credits receivable and other assets totaling $410,000, with the addition of an
irrevocable letter of credit in the amount of $34,153, representing 10% of the credit facility amount.
The term loan is repayable on the earliest of the following dates:
(i)

the date the Company files its income tax return, if the refundable tax credits receivable is deducted from the income
tax payable at that time;

(ii)

the date the Company is required to file its income tax return, if it has not actually filed its return;

(iii) the date a refund is received; or
(iv) April 30, 2022.
During October 2021, the Company repaid the outstanding balance under this facility of $168,220.
As at October 31, 2021 the Company has no amounts outstanding under the aforementioned facilities.
Long-term debt
(i) Espresso Capital Ltd.
On January 8, 2019, and as amended thereafter, the Company entered into a $7,500,000 revolving long-term debt facility
with Espresso Capital Ltd. (“Espresso”) which matures on July 30, 2023. Based on the terms of the agreement, the
authorized credit limit is determined based on the Company’s average monthly gross margin for the preceding twelve
months, multiplied by 7.5, less any debt in priority and any borrowings already made on this facility.
Accordingly, as at October 31, 2021, the Company’s authorized credit limit is $5,011,000 less any borrowings on this
facility.
Amounts drawn on this facility include a placement fee of 1.25% and bear interest at 15.25% per annum. The facility is
secured by a $9,000,000 movable hypothec on the universality of the Company’s movable property, subject to a first
ranking security interest held by the creditor of the Company’s bank indebtedness.
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The amount outstanding as at October 31, 2021, was $3,650,000, of which an amount of $1,000,000 was originally
payable on April 30, 2020, and the remaining balance on June 30, 2023. On September 27, 2021, the agreement was
amended, such that it resulted in the extension of the repayment of the $1,000,000 by way of making 12 equal monthly
instalments commencing December 31, 2021. The maturity of the remaining balance was also extended until July 30,
2023.
The amendment also provided, that in addition to interest payments, the Company would issue warrants to Espresso
Capital Ltd. convertible into $200,000 worth of the Company’s common shares at the higher of $0.70 per share and the
minimum price allowable by the TSX-V. The warrants would expire on June 7, 2027 and would be converted into
common shares on a cashless exercise basis. A subsequent amendment resolved to cancel the warrants issued for an
exit fee of $20,000 payable upon the full repayment of the $1,000,000 tranche. Accordingly, the corresponding
cancellation of the $45,143 fair value of the warrants liability (as measured on February 22, 2021, using the Black-Scholes
option pricing model) resulted in a non-cash gain from extinguishment of financial liability. The non-cash gain was
recorded in the Company’s net financial expenses.
The Company must also respect certain covenants and financial ratios associated with the facility, including having
maintained a monthly net working capital of no less than $8,000,000 up to September 27, 2021, which was subsequently
replaced with a monthly minimum Tangible Net Worth covenant of $1,000,000. During the year, the working capital
ratio was not respected, and Espresso agreed to waive such default and will not demand repayment in the future as a
result of this default. As at October 31, 2021, the Tangible Net Worth covenant was respected.
(ii) Investissement Quebec
On March 17, 2020, the Company entered into a $190,000 non-interest bearing loan agreement with IQ to be used
specifically to finance the expansion, improvement and modernization of the Company’s engineering lab and operation
facilities.
The loan is secured by a senior-ranking hypothec on the Company’s movable assets totaling $200,000, with the addition
of a subordinated hypothec totaling 20% of the Company’s entire movable assets.
The loan principal is payable in 48 equal monthly instalments commencing March 31, 2021.
Commencing October 31, 2021, the Company must respect a specific financial ratio of EBITDA, as defined in the
agreement, divided by interest expenses and short-term debt of no less than 1.2:1.
The loan was initially measured at the present value of all future loan payments, discounted using comparable interest
market rate for a similar loan. The loan is subsequently measured at amortized cost using the effective interest method.
The difference between the discounted value of the loan at inception and the carrying amount of the loan was recorded
as a reduction of the Company’s tangible assets balance.
Accordingly, on March 17, 2020, the Company recorded a liability of $154,157. The interest is accreted over the life of
the loan through a charge in the statement of loss and comprehensive loss using the effective interest method.
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(iii) The Economic Development Agency of Canada for the Regions of Quebec
On August 5, 2020, the Company entered into a $500,000 non-interest bearing loan agreement with the Economic
Development Agency of Canada for the Regions of Quebec (“EDAC”) under the Regional Relief and Recovery Fund and
borrowed $400,000. Under the agreement, the funds received are meant specifically to finance the Company’s operations
by providing liquidity and ensuring business continuity. The loan is payable in 60 equal monthly instalments commencing
January 1, 2023.
The loan was initially measured at the present value of all future loan payments, discounted using comparable interest
market rate for a similar loan and is subsequently measured at amortized cost using the effective interest method. The
difference between the discounted value of the loan at inception and the carrying amount of the loan was recorded as a
reduction of the Company’s related expenses.
Accordingly, on August 5, 2020, the Company recorded a liability of $116,364. The interest is accreted over the life of
the loan through a charge in the statement of loss and comprehensive loss.
On January 18, 2021, the Company borrowed the remaining $100,000 tranche, thereby increasing the loan amount to
$500,000. This tranche was measured at issuance by applying the same methodology used in determining the initial
borrowed amount of $400,000, resulting in the addition of $32,465 to the liability.
(iv) The Business Development Bank of Canada Highly Affected Sectors Credit Availability Program
On February 17, 2021, the Company entered into a $250,000 loan agreement with the Royal Bank of Canada under the
Business Development of Canada’s (“BDC”) Highly Affected Sectors Credit Availability Program (“HASCAP”), which
provides Canadian businesses access to a non-revolving government guaranteed loans, meant to fund operational cash
flow needs, in attempts to curtail any adverse effects caused by the COVID-19 global pandemic.
The loan carries the following terms:
(i) 4% fixed interest rate per annum, payable at the end of each month;
(ii) Amortization period of 10 years;
(iii) No principal repayments for 12 months from the date of drawdown; and
(iv) Borrowings made under this agreement are secured by a security guarantee from BDC, guaranteeing 100% of the
value of the loan.
On March 15, 2021, the Company borrowed the funds and recorded a liability of $250,000. As at October 31, 2021, the
borrowed principal amount remains unchanged.
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Convertible debentures
On March 26, 2020, the Company’s board of directors authorized a non-brokered private placement to issue convertible
debenture units.
Each convertible debenture unit is comprised of:
(i)

one senior unsecured convertible debenture in the principal amount of $1,000 having a 2-year term and bearing interest
at an annual rate of 10%, entitling their holders to convert all, or any part of the outstanding principal amount into the
Company’s common shares at a conversion price of $0.80 per share; and

(ii)

600 warrants entitling their holders to purchase one common share of the Company per warrant at an exercise price
of $0.85 per share for a period of 24 months after the closing date.

The coupon rate of 10% is payable semi-annually in arrears on June 30 and December 31 of each year commencing June 30,
2020, and the Company may, at its sole option, settle all or part of the interest in cash or in common shares. The Company
currently intends on settling the interest payable by issuing common shares. Additionally, the Company may, at its sole
option, oblige the conversion of all or any part of the outstanding convertible debenture principal into common shares, if at
any time before the maturity date, the daily volume-weighted average trading price of the Company’s common shares for
any 20 consecutive trading days is equal to or greater than $1.45.
Additionally, the Company is entitled to accelerate the time of expiry of the warrants, thus obliging the conversion of all or
any part of the outstanding warrants, if at any time before the maturity date the daily volume-weighted average trading price
of the common shares is equal to or greater than $1.65 for 20 consecutive trading days.
According to the terms of the convertible debentures, payment of indebtedness thereunder is fully postponed and
subordinated to secured creditors of the Company, and the Company’s aggregate secured indebtedness cannot exceed
$10,000,000 without obtaining the prior written approval of the debenture holders, representing no less than 66% of the
principal amount of all outstanding debentures. As at October 31, 2021, no such approval was required.
Between April 14 and June 5, 2020, the Company issued 3,940 convertible debenture units for total gross proceeds of
$3,940,000.
In accordance with IFRS 9, Financial Instruments, the Company determined that each unit was comprised of three financial
instruments measured separately: (i) warrants; (ii) embedded derivatives (i.e. conversion option); and (iii) convertible debt.
On May 13, 2021, the Company concluded a shares-for-debt transaction with several participating convertible debenture
holders, whereby the Company exchanged convertible debenture units at their undiscounted cash value, for newly issued
units at $0.42 per unit. Each of the newly issued units consists of one common share of the Company and one-half warrant,
whereby a full warrant entitles the holder to purchase one common share at a price of $0.55 per share for a period of 3
years from the date of closing.
At closing, 3,640 convertible debenture units (representing an undiscounted cash value of $3,640,000) participated in the
shares-for-debt transaction, resulting in their cancellation for a total consideration of 8,666,666 and 4,333,333 newly issued
common shares and warrants, respectively. Following the closing of the transaction, 300 convertible debenture units
(representing an undiscounted cash value of $300,000) remain outstanding. In executing this transaction, the Company
incurred transaction costs of $59,536, which are included in the Company’s net financial expenses and share capital at $19,916
and at $39,620, respectively. Furthermore, immediately prior to closing the transaction, the Company settled the interest
accrued and unpaid on the participating convertible debenture units, by issuing 239,726 common shares at $0.52 per share.
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Based on the provisions of IFRS 9, the exchange of the convertible debenture units embodies the exchange of three financial
liability instruments (i.e., convertible debt, warrants and embedded derivatives) for an equity instrument (i.e., common shares)
and a financial lability instrument (i.e., warrants).
Accordingly, the Company allocated the $3,640,000 undiscounted cash value of the participating convertible debenture units
to each of the newly issued financial instruments based on their respective fair values using the residual method, whereby
the fair value of each exchanged convertible debenture unit is first allocated to each of the newly issued warrants based on
their fair values, while the remainder, net of the $39,620 of transaction costs attributed to it, is allocated to share capital.
The fair value of the warrants, as measured at issuance, was determined using the Black-Scholes option pricing model. As the
warrants are denominated in Canadian dollars and the Company’s functional currency is US dollars, the warrants are classified
as FVTPL and will be re-measured at FVTPL at each period-end. The allocated transaction costs of $19,916 are included in
the Company’s financial expenses.
The fair value of the common shares at issuance was determined by applying the residual method and represents the value
of the undiscounted cash value of the participating convertible debenture units, net of the fair value of the warrants and
transaction costs of $39,620. These transaction costs are recorded in share capital and presented in the Company’s statement
of changes in total equity.
The shares-for-debt transaction to exchange the convertible debenture units for common shares and warrants resulted in a
non-cash gain of $15,702, which is also included in the Company’s net financial expenses.
The convertible debt represents the debt component of the convertible debentures issued, independently of the conversion
feature embedded derivative.
During the fiscal year ended October 31, 2021, the Company settled interest related to the semi-annual 10% coupon in the
amount of $336,658 by issuing 828,013 common shares from treasury.
The changes to the convertible debt during the fiscal year ended October 31, 2021, are as follows:
October 31, 2021
$
Balance as at October 31, 2020
Interest accretion expense
Interest settled by shares issuance
Book value of convertible debt exchanged in the shares-for-debt transaction
Balance as at October 31, 2021
Short-term
Long-term

2,269,160
742,704
(336,658)
(2,420,650)
254,556
254,556
-
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Income tax losses and unused research and development expenditures carried forward
The Company has accumulated the following losses for income tax, which may be carried forward to reduce federal and
provincial taxable income in future years, and will expire as follows:

2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2037
2039
2040
2041

Federal
$

Provincial
$

142,046
314,610
1,147,430
1,586,034
2,932,235
1,436,082
2,546,536
2,482,556
1,884,832
1,266,823
1,308,050
1,829,169
6,779,428
3,020,990

183,822
356,076
1,180,620
1,602,465
2,904,519
1,425,905
2,488,710
2,482,535
1,884,830
1,266,822
1,315,841
1,907,008
6,776,130
3,020,990

28,676,821

28,796,273

In addition, the Company has available unused research and development expenditures for income taxes purposes of
$4,033,093 (2020 - $3,783,612). These unused research and development expenses are available to reduce taxable income
of future years while the federal investment tax credits will expire by the end of 2041.
As at October 31, 2021, a deferred income tax asset has not been recognized on losses, research and development
expenditures and deductible temporary differences of $32,250,288 (2020 - $33,439,778) as the Company has assessed that
it will not be able to use these assets in the foreseeable future. At each successive balance sheet date, the Company will reassess if it is more likely than not that this asset meets the criteria for recognition.

Selected Quarterly Information
The table below presents revenue, net income (loss) and earnings (loss) per share for the last eight quarters:

October 31, 2021
July 31, 2021
April 30, 2021
January 31, 2021
October 31, 2020
July 31, 2020
April 30, 2020
January 31, 2020

Revenue
$

Net loss
$

Basic and
diluted loss per
share
$

5,889,970
5,602,091
5,878,960
6,324,215
4,852,379
3,855,653
4,263,857
6,042,016

(1,040,755)
(1,008,299)
(2,885,173)
(1,130,531)
(2,216,449)
(1,944,838)
(349,520)
(2,224,603)

(0.02)
(0.02)
(0.10)
(0.04)
(0.08)
(0.07)
(0.01)
(0.08)
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Adjusted net
loss
$

Adjusted loss
per share
$

(1,991,892)
(842,426)
(2,014,072)
(867,194)
(1,412,863)
(1,871,457)
(1,284,612)
(1,502,024)

(0.04)
(0.02)
(0.07)
(0.03)
(0.07)
(0.07)
(0.04)
(0.06)
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Dividend Policy
Since its incorporation, the Company has not paid any dividend on its common shares. The Company’s current policy is to
retain future earnings to finance its growth. Any future determination to pay dividends is at the discretion of the Company’s
Board of Directors and will depend on the Company’s financial condition, results of operations, capital requirements and
other such factors as the Board of Directors of the Company may deem relevant.

Financial Instruments and Risk Management
Financial risk
The Company is exposed to various financial risks through transactions in financial instruments. The following provides helpful
information in assessing the extent of the Company’s exposure to the various risks.
(i) Credit risk
Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation. The Company is exposed to credit risk with respect to cash, short-term investments and
amounts receivable and deposits from the potential default by counterparties. The Company mitigates the credit risk
for cash and short-term investments by dealing only with large financial institutions with good credit ratings.
The Company performs ongoing credit evaluations of customers, and although generally does not require collateral, it
obtains credit insurance for the majority transactions it extends credit to.
Allowances are maintained for potential credit losses. It is reasonably possible that the actual amount of loss incurred, if
any, will differ from management’s estimate. The maximum exposure to the credit risk is the full carrying value of cash,
short-term investments, trade and other receivables, research and development tax credits receivable and deposits.
The typical credit period on sales is between 30 and 60 days and from time to time may be extended further. Allowances
for doubtful accounts are recognized against trade receivables based on estimated irrecoverable amounts determined
using the expected credit loss model.
Pursuant to their respective terms, trade accounts receivable for which the Company has not recognized an allowance
for expected credit losses are aged as follows:

0-30 days
31-60 days
61-90 days
Over 91 days
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2021
$

2020
$

2,166,168
104,183
1,743
57,642

1,276,040
80,593
25,272
109,759

2,329,736

1,491,664

VOTI Detection Inc.
Management’s Discussion and Analysis
For the fiscal year ended October 31, 2021
(ii) Concentration of credit and revenues risks
Three customers (two in 2020) represented approximately 49% of the trade accounts receivable balance as at October
31, 2021 (30% at October 31, 2020).
2021
%

2020
%

Customer A
Customer B
Customer C

21
15
13

Customer D

-

14
16

In addition, the Company generated 19% (2020 - 26%) of its revenue from one customer (2020 - two) in the amount of
$3,583,000 (2020 - $4,943,000) and broken down as follows:
2021
%

2020
%

Customer A
Customer B

19
-

Customer C

-

15
11

(iii) Liquidity risk
Liquidity risk is the risk that a company cannot meet its obligations as they become due. The Company is subject to
liquidity risk on its accounts payable which arise from its daily operations, bank indebtedness, term-debt and long-term
debt. The Company mitigates this risk by reviewing liquidity resources to ensure funds are readily available to meet its
financial obligations as they become due, as well as ensuring adequate funds exist to support the execution of business
strategies and operational growth.
The contractual maturities and carrying amounts of financial liabilities are summarized in the following table:

Trade payables and accrued liabilities8
Obligation under finance lease
Convertible debt
Long-term debt9

Carrying
amount
$

Contractual
cash flows
$

Less than 1
year
$

1 to 3 years
$

Over 3 years
$

5,441,108
786,551
254,556
4,245,813
10,728,028

5,441,108
879,519
300,000
4,561,918
11,182,545

5,441,108
375,753
300,000
982,586
7,099,447

492,618
3,067,022
3,559,640

11,148
512,310
523,458

8

Net of warranty and other provisions.

9

Long-term debt also includes the current portion of the long-term debt.
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Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market risk comprises three types of risk: currency risk, interest rate risk and other price risk. Each of these
risks is discussed hereunder.
(i) Currency risk
The Company is exposed to currency risks due to certain sales and purchases denominated in foreign currencies. The
risk, however, is mitigated since a significant portion of its expenditures is also in that foreign currency.
The Company's cash, short-term investments, trade and other receivables, research and development tax credits
receivable, trade payables and accrued liabilities, term debt, long-term debt, convertible debt and warrants and embedded
derivatives liabilities are denominated in Canadian dollars and are subject to foreign currency risk.
The consolidated statements of financial position include the following amounts expressed in Canadian dollars with
respect to financial assets and liabilities for which cash flows are denominated in a currency other than the U.S. dollar:
October 31, 2021
$
Cash
Short-term investment
Trade and other Receivables
Research and development tax credits receivable
Trade payables and accrued liabilities
Term debt
Convertible debt
Long-term debt
Embedded derivatives liability
Warrants liability
Lease liability

161,174
49,153
360,415
160,531
(2,676,238)
(254,556)
(4,245,813)
(8,625)
(1,627,832)
(786,551)
(8,868,342)

In 2021, a variation of 10% of the Canadian dollar against the U.S. dollar would have an impact of approximately $887,000
(2020 - $1,008,013) on net loss.
(ii) Interest rate risk
Interest rate risk is the potential for financial loss caused by fluctuations in fair value or future cash flows of financial
instruments because of changes in market interest rates. The Company has bank loans available at variable interest rates;
therefore, it is exposed to future cash flow risk as a result of potential rate fluctuations. The Company also has longterm debts and convertible debt available at a fixed interest rate, therefore it is exposed to fair value risk as a result of
potential rate fluctuations. There has been no significant change to the Company’s exposure to interest rate risk.
In 2021, a variation of 50 basis points while holding all other variables constant would have an impact of approximately
$23,000 (2020 - $21,000) on net loss.
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(iii) Fair values
Financial assets and financial liabilities are measured on an ongoing basis at amortized cost.
The Company has determined the estimated fair values of its financial instruments based on appropriate valuation
methodologies; however, judgment is required to develop these estimates. Accordingly, the estimated fair values are not
necessarily indicative of the amounts the Company could realize or would pay in a current market exchange. The
estimated fair value amounts can be materially affected by the use of different assumptions or methodologies.
The Company categorizes its financial assets and liabilities measured at fair value into one of three different levels
depending on the observability of the inputs used in the measurement.
Level 1 – This level includes assets and liabilities measured at fair value based on unadjusted quoted prices for identical
assets and liabilities in active markets that are accessible at the measurement date.
The fair values of cash and bank indebtedness are measured as level 1.
Level 2 – This level includes valuations determined using directly (i.e., as prices) or indirectly (i.e., derived from prices)
observable inputs other than quoted prices included within Level 1. Derivative instruments in this category are valued
using models or other standard valuation techniques derived from observable market inputs.
The fair values of short-term investments, trade and other receivables, research and development tax credits receivable,
trade payables and accrued liabilities, and long-term debt approximate their carrying values and as such are measured as
level 2.
Level 3 – This level includes valuations based on inputs that are less observable, unavailable or where the observable data
does not support a significant portion of the instruments’ fair value.
The convertible debt, which includes valuations based on less observable inputs and the warrants and embedded
derivatives, which are classified as financial liabilities at FVTPL since they are denominated in a currency other than the
Company’s functional currency, are measured as level 3.
(iv) Other price risk
This is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market
prices (other than those arising from interest rate risk and currency risk), whether those changes are caused by factors
specific to the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in
the market. The Company does not believe that it is exposed to any other significant price risk.
(v) Investment policy
The Company invests its excess cash with varying terms to maturity selected with regard to the expected timing of
investments or expenditures for continuing operations.
(vi) Derivatives
The Company did not enter into significant derivative contracts during the fiscal year ended October 31, 2021.
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Management of capital
The book value of the Company’s capital is as follows:

Term debt
Convertible debt
Long-term debt
Shareholders’ equity (excluding accumulated other comprehensive loss)

October 31, 2021
$

October 31, 2020
$

254,556
4,245,813
6,093,798

421,220
2,269,160
3,935,783
6,716,352

10,594,167

13,342,515

The Company’s objectives in managing capital are to ensure sufficient liquidity to pursue its growth, to establish a strong
capital base while providing adequate returns on investment. The Company’s primary uses of capital are to finance increases
in non-cash working capital along with research and development.
The Company currently funds these requirements from cash flows from operations as well as its financial resources, which
include cash balance and credit facilities. The Board of Directors does not establish quantitative return on capital criteria for
management, but rather promotes year-over-year sustainable growth. Management forecasts sufficient cash flow to support
the Company’s operations for the following twelve months, however, refer to the Basis of preparation and going concern
assumption section for additional information.

Commitments and contingencies
Warranty costs
During the normal course of operations, the Company assumes certain maintenance and repair costs under warranties
offered on products sold. The standard warranties cover a period of one to two years. During the fiscal year ended October
31, 2021, the Company incurred $245,000 (2020 - $210,310) in warranty costs.
This estimated warranty provision is based on the Company’s experience and $170,150 (2020 - $149,946) is included in trade
payables and accrued liabilities on the consolidated statement of financial position. The actual amount that the Company may
have to incur and the timing of the repairs to be carried out are unknown at this time and will only become known when
they occur.
Contingencies
In the ordinary course of business, the Company may be subject to various claims, legal actions and environmental obligations.
Management does not believe that any of the existing claims and legal actions will have a significant effect on the Company’s
financial position or operating results. However, the outcome of such matters may vary significantly from management’s
estimates.
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Government assistance
In response to the negative economic impact of COVID-19, various government programs have been enacted to provide
financial relief to businesses. The Company determined that it qualified for the Canada Emergency Wage Subsidy (“CEWS”)
program under the COVID-19 Economic Response plan for certain periods, which subsidizes a portion of eligible Canadian
employee wages, and the amount eligible is based on demonstrating a decline in revenue, the calculation of which varies in
accordance with the CEWS program.
The contributions received for the fiscal years ended October 31, 2021, and 2020 were recorded as a reduction to the
following accounts:

Consolidated statements of loss and comprehensive loss
Cost of sales
General and administrative
Selling and distribution
Research and development

Consolidated statements of financial position
Inventories
Intangible assets

2021
$

2020
$

214,694
157,943
254,196
169,299

170,793
278,962
500,074
92,055

796,132

1,041,884

55,304
77,104

212,616
255,861

132,408

468,477

928,540

1,510,361

Off-Balance Sheet Arrangements
The Company does not currently have any other off-balance sheet arrangements that have, or are reasonably likely to have,
a current or future effect on the Company’s financial condition, changes in revenues or expenses, results of operations,
liquidity, capital expenditures, or capital resources that are material.

Related Party Transactions
Remuneration payable to key management personnel10
The following transactions took place in the normal course of business. These transactions are measured at the exchange
amount, which is the amount of consideration determined and agreed to by the related parties.
The following table summarizes the remuneration payable to key management personnel included in accounts payable and
accrued liabilities:

Trade payables and accrued liabilities

10

October 31, 2021
$

October 31, 2020
$

483,642

30,308

Key management personnel include the Chief Executive Officer, Chief Financial Officer, Chief Operating Officer, Chief Technology Officer and Executive Vice-Presidents
who are members of the Management Committee.
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Compensation of directors and key management personnel
The following table summarizes the remuneration of directors and key management personnel from transactions which took
place in the normal course of business for the fiscal years ended October 31, 2021, and 2020. These transactions are
measured at the exchange amount, which is the amount of consideration determined and agreed to by the related parties.

Short-term benefits
Share-based payments

2021
$

2020
$

1,905,470
421,075

1,206,743
749,681

Outstanding Share Data
On October 31, 2021, the Company had 46,783,134 common shares issued and outstanding, 12,377,178 warrants, 88,427
compensation options and 2,857,917 stock options outstanding convertible on a one-for one basis into common shares, as
well as 622,153 DSUs and 1,436,017 RSUs outstanding convertible on a one-for-one basis into common shares or, at the
option of the Company, for a cash payment equivalent to its fair market value.
Additionally, on October 31, 2021, the Company had senior unsecured convertible debentures in the principal amount of
$300,000, convertible all, or in part into the Company’s common shares at a conversion price of $0.80 per share. The
convertible debenture carries a coupon rate of 10%, payable semi-annually in arrears on June 30 and December 31 of each
year commencing June 30, 2020, until the maturity date. The Company may, at its sole discretion, pay all or part of the
interest in cash or in common shares, in which case the amount will be converted into the Company’s common shares based
on the five-day volume-weighted average trading price of the common shares on the day prior to the date on which the
interest is payable.

Segment Reporting
The Company has determined that it has only one reportable operating segment, the development and marketing of security
screening X-ray systems. This single operating segment generates revenues from the sale of these products and from
rendering services related to the sale of these products. In presenting the geographic information, segment revenue has been
based on the geographic location of customers and segment non-current assets were based on the geographic location of
the assets.
The following table summarizes revenue by geographical area for the fiscal years ended October 31, 2021, and 2020:

United States
Europe, Middle East & Africa
Asia-Pacific
Latin America
Canada
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2021
%

2020
%

68
15
8
6
3

56
25
7
8
4

100

100
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The following table summarizes non-current assets information by geography at October 31, 2021 and October 31, 2020:

Canada
Malaysia
United Arab Emirates

October 31, 2021
$

October 31, 2020
$

6,123,401
32,106
22,300
6,177,807

6,593,100
63,578
47,301
6,703,979

Basis of preparation and going concern assumption
The annual consolidated financial statements have been prepared on the historical cost basis except for certain financial assets
and liabilities as described in the notes to the consolidated financial statements. Historical cost is based on the fair value of
the consideration given in exchange for goods and services.
The preparation of financial statements in accordance with IFRS contemplates the continuation of the Company as a going
concern. As at October 31, 2021, the Company had not yet achieved profitable operations and had a net loss of $6,064,758
for the fiscal year ended October 31, 2021, and negative cash flows from operations of $171,347. As at October 31, 2021,
the Company had current assets less current liabilities of $6,487,664 and a deficit of $41,706,436.
The impact of COVID-19 on the markets and industries to which the Company sells its products, including government
buildings and perimeters, transportation, travel and events & entertainment industries (including cruise line, aviation and
public venues such as sporting venues) has been significant and is evolving. To the extent that customer orders do not
materialize as expected, our customers postpone orders, or cancel them, our revenues, cash flows and financial performance
may be adversely impacted.
In accordance with the Company’s banking agreements with Espresso Capital Ltd., and other financial institution, the loan
and the revolving demand credit facility are both subject to a minimum tangible net worth calculation, which may not be
respected within 12 months, and consequently any remaining Espresso loan balance and amounts due in respect of the
revolving demand facility would become due and payable. To the extent that our cash needs exceed our borrowing capacity
with our lenders, or the Company is unable to obtain and maintain sufficient financial support, the Company will experience
difficulty in meeting its financial obligations.
The Company has not, to date, experienced an inability to fulfill customer orders, however, there have been delays resulting
from increased component supplier and freight forwarding lead times. Measures have been taken to mitigate the risks of
insufficient components on hand to fulfill existing orders. To the extent that our suppliers delay our orders, do not have
sufficient components to sell in a timely manner, close for an extended period of time, or that the Company encounters
difficulty in securing containers with freight forwarders, delays in delivery to customers will result in an adverse impact on
financial performance and cash flow.
It is not possible to reliably estimate the length and severity of these developments and the impact on the financial results
and condition of the Company and its operating subsidiaries in future periods.
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Due to this uncertainty, the Company will experience difficulty in meeting its obligations. In order to address this uncertainty,
management has and is continuing to undertake the following actions:
• Raised $4,275,012 of financing through the sale of common shares and warrants in May 2021.
• Extended payment terms with Espresso Capital Ltd.
• Obtained funding and relief in connection with COVID-19 government assistance programs.
• Pursuing various avenues of financing, including debt and/or equity, including, but not limited to, a private placement
offering of units (each of which consists of common shares and warrants), on a best efforts basis of up to $4,000,000.
The Company continues to update its plans with respect to its cash flow and financing. The Company believes that its past
ability to generate and fulfill customer orders, the cost reduction initiatives currently in place and successful funding initiatives,
have sufficient cash flow for the Company to continue as a going concern in its present form. However, there can be no
assurance that the Company will continue to achieve such results. In the absence of attaining sufficient revenues and/or
sufficient operating cost reductions to achieve positive cash flow objectives, obtain additional financing and continue to
receive the support of its suppliers and employees, there is a material uncertainty regarding the Company’s ability to continue
as a going concern. The financial statements do not include any adjustments related to the recoverability and classification of
recorded asset amounts, or the amounts and classification of liabilities that might be necessary should the Company be unable
to continue as a going concern.

Critical Accounting Estimates
Preparing financial statements in accordance with IFRS requires management to make judgments, estimates and assumptions
that affect the application of policies and reported amounts of assets and liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and other factors that are believed to be reasonable under the
circumstances. These estimates and assumptions have formed the basis for making judgments about the carrying values of
assets and liabilities, where these are not readily apparent from other sources. Actual results may differ from these estimates.
The estimates and underlying assumptions are periodically reviewed. Any change to accounting estimates is recognized in the
period in which the estimate is revised.
In the process of applying the Company’s accounting policies, management has made the following judgments, estimates and
assumptions that have had the most significant impact on the amounts recognized in these consolidated financial statements.
Research and development tax credits receivable
Estimation of the research and development tax credits receivable requires management to make judgments, estimates and
assumptions including those related to the eligibility of certain expenditures to tax credits. The tax credits are subject to
audit by tax authorities and could affect the Company’s future results if the current judgments, estimates and assumptions
are changed.
Share-based payments
The calculation of the fair value of common shares, stock options, DSUs, RSUs and warrants granted require management
to make estimates and assumptions about the expected volatility, expected life, expected risk free interest rates and expected
forfeiture rates, which could affect the Company’s results if the current estimates change.
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Valuation and costing of inventory
The allocation of overhead to the cost of inventory is estimated to be the portion of the total production costs that can be
attributed to the ending balance of inventory. Management also makes estimates of the future customer demand for products
when establishing appropriate provisions for obsolescence and net realizable value.
In making these estimates, management considers the product life of inventory and the profitability of recent sales of
inventory. To the extent that actual losses on inventory differ from those estimated, inventory, net loss and comprehensive
loss will be affected in future periods.
Warranties
Management makes estimates of costs to be incurred to honour maintenance and repairs under warranties offered on
products sold. In making these estimates, management relies on past experience. The Company's results could be affected
to the extent that actual costs of warranties differ from those estimated.
Development costs
The capitalization of internally developed intangible assets requires Management to make judgments and assumptions
including those related to the capitalization criteria of certain expenditures to internally developed intangible assets in
accordance with IAS 38, Intangible Assets. Management also applies judgement when identifying cash-generating units (“CGU”)
and measuring whether internally developed intangible assets are impaired in accordance with IAS 36, Impairment of assets.
Interest and discount rates on long-term liabilities
From time to time, the Company enters into non-interest-bearing loan agreements, typically with government agencies.
Pursuant to the guidance of IFRS 9, Financial Instruments, a non-interest bearing loan, may be considered a form of a
government grant or subsidy, and accordingly is recognized at fair value at the date of issuance, measured as the present
value of all future cash payments discounted using the prevailing market rate of interest-bearing instrument with similar terms
and conditions. Additionally, the Company is paid in advance for extended warranty coverages for durations that extend
beyond 12 months. According to IFRS 15, Revenue from Contracts with Customers, in situations as such, an adjustment to the
transaction price of the contract is required, in order to reflect the time value of money, otherwise defined as significant
financing component. In order to determine the appropriate discount rates for both the non-interest-bearing loans and the
significant financing component, Management applies judgment in estimating the Company’s incremental borrowing rate.
Additionally, in preparing these consolidated financial statements, Management applied significant judgment in applying the
Company’s accounting policies and the key sources of information when assessing the Company’s going concern. These
judgments, estimates and assumptions related to the going concern are described above under Basis of preparation and going
concern assumption.

Business Risks
The Company believes that the growth and success of its business depends on many factors, some of which are discussed in
this MD&A, including the section below, and in other filings made by the Company with the Canadian securities regulatory
authorities, such as the ones described under “Part I – Risk Factors” in the Company’s Filing Statement dated November 5,
2018. All filings can be found under the Company’s profile on SEDAR at www.sedar.com.
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A widespread health epidemic, including COVID-19, could adversely affect our business
Our business could be severely affected by a widespread regional, national or global health epidemic, by disrupting customers’
purchasing behavior and production and/or supply chain of our products. VOTI is continually assessing alternative sourcing
of its components so that customers’ needs are met in a timely and cost-effective manner.
The outbreak of the novel strain of coronavirus, specifically identified as "COVID-19", has resulted in governments worldwide
enacting emergency measures to combat the spread of the virus. These measures, which include the implementation of travel
bans, self-imposed quarantine periods and social distancing, have caused material disruption to businesses globally resulting
in an economic slowdown. Global financial markets have experienced significant volatility and weakness.
Governments and central banks have reacted with significant monetary and fiscal interventions designed to stabilize economic
conditions. The duration and impact of the COVID-19 outbreak is unknown at this time, as is the efficacy of the government
and central bank interventions. It is not possible to reliably estimate the length and severity of these developments and the
impact on the financial results and condition of the Company and its operating subsidiaries in future periods.
The impact of COVID-19 on the markets and industries to which the Company sells its products, including government
buildings and perimeters, transportation, travel and events & entertainment industries (including cruise line, aviation and
public venues such as sporting venues) has been significant and is evolving. Specifically, the level of sales orders that were
expected prior to the onset of COVID-19 to be received and shipments delivered since the onset of COVID-19 were
significantly reduced. To the extent that customer orders do not materialize as expected, our customers postpone orders,
or can cancel them, our revenues, cash inflows and financial performance may be adversely impacted.
Although the Company has not, to date, experienced an inability to fulfill customer orders, there have been delays resulting
from increased component supplier and freight forwarding lead times. Measures have been taken to mitigate the risks of
insufficient components on hand to fulfill existing orders. To the extent that our suppliers delay our orders, do not have
sufficient components to sell in a timely manner, close for an extended period of time, or that the Company encounters
difficulty in securing containers with freight forwarders, delays in delivery to customers could result with an adverse impact
on financial performance and cash flow.
The COVID-19 pandemic and related restrictions may also disrupt or delay the ability of employees to work because they
become sick or are required to care for those who become sick, cause delays or disruptions in services provided by VOTI’s
suppliers, increase its vulnerability and that of its partners and service providers to security breaches, denial of service attacks
or other hacking or phishing attacks, or cause other unpredictable events. Additionally, although the Company has attempted
to identify all the COVID-19-related risks faced by its business, the uncertainty and lack of predictability around the COVID19 pandemic means there may be other risks not presently known to the Company or that it presently believes are not
material that could also affect the Company’s business, financial condition and results of operations. A material adverse effect
on the Company’s employees, customers, suppliers, partners and/or other stakeholders could have a material adverse effect
on the Company.
It is not possible to reliably estimate the length and severity of these developments and the future impact on the financial
results and condition of the Company and its operating subsidiaries in future periods.
The Company continues to revise its plans with respect to its cash flow and financing.
In all other respects, there have been no material changes to the risks factors as described under “Part I – Risk Factors” in
the Company’s Filing Statement dated November 5, 2018.

[38]

VOTI Detection Inc.
Management’s Discussion and Analysis
For the fiscal year ended October 31, 2021

Disclosure controls and procedures and internal control over financial reporting
In accordance with the requirements of National Instrument 52-109, VOTI’s Chief Executive Officer and Interim Chief
Financial Officer have designed under their supervision, DC&P and ICFR to provide reasonable assurance that material
information required to be disclosed by VOTI under securities legislation, particularly during the period in which the filings
are being prepared, is recorded, processed, summarized and reported within the applicable time periods and to ensure that
required information is gathered and communicated to VOTI’s management so that decisions can be made about timely
disclosure of that information.
Management, including the Chief Executive Officer and Interim Chief Financial Officer, believes that any disclosure controls
and procedures or internal controls over financial reporting, no matter how well conceived and operated, can provide only
reasonable, not absolute assurance that the objectives of the control system are met. Further, the design of a control system
must reflect the fact that there are resource constraints, and the benefits of controls must be considered relative to their
costs. Because of the inherent limitations in all control systems, they cannot provide absolute assurance that all control issues
and instances of fraud, if any, within the Company have been prevented or detected. These inherent limitations include the
reality judgments in decision making can be faulty, and that breakdowns can occur because of simple errors or mistakes.
Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people, or
by unauthorized override of the control. The design of any system of controls is also based in part upon certain assumptions
about the likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals
under all potential future conditions. Accordingly, because of the inherent limitations in a cost-effective control system,
misstatements due to error or fraud may occur and not be detected.
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