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Management’s Discussion and Analysis
September 30, 2015 and 2014
This Management’s Discussion and Analysis (“MD&A”) of the financial position and financial performance of Pacific Safety Products
Inc. (the “Company” or “PSP”) has been prepared as of November 25, 2015 and should be read together with the unaudited
condensed consolidated interim financial statements for the three months ended September 30, 2015, the audited annual
consolidated financial statements and the notes thereto for the year ended June 30, 2015, and the Management Information Circular
dated November 12, 2015. Management is responsible for the preparation and integrity of the consolidated financial statements,
including maintenance of appropriate information systems, procedures and internal controls, and to ensure that information used
internally or disclosed externally, including the consolidated financial statements and management's discussion and analysis, is
complete and reliable. All figures are in Canadian dollars except as otherwise noted.
The financial data has been prepared in accordance with IAS 34 Interim Financial Reporting and International Financial Reporting
Standards (“IFRS”) except where otherwise stated and the Company's reporting currency is the Canadian dollar. Pacific Safety
Products Inc. is a reporting issuer in Canada in the provinces of British Columbia, Alberta and Ontario. The Company trades on
the TSX Venture Exchange under the symbol “PSP”. Additional regulatory information relating to Pacific Safety Products Inc. can
be found at the System for Electronic Document Analysis and Retrieval ("SEDAR") website at www.sedar.com.
FORWARD-LOOKING INFORMATION
A number of the matters discussed in the MD&A deal with potential future circumstances and developments and may constitute
“forward-looking” information within the meaning of applicable securities laws. These forward-looking statements relate to anticipated
or assumed events or results including, without limitation, projected costs and capital expenditures, future tax losses, plans with respect
to internal controls and the Company’s outlook, business and capital management strategy, direction, plans, growth opportunities and
objectives. Generally, forward-looking information can be identified as such because of the context of the statements and often include
words or phrases such as “will”, “believes”, “anticipates”, “predicts”, “plans”, “intends”, “estimates”, “expects”, “continues”, “is pursuing”,
“improving”, "projects", "indicates", or words or phrases of a similar nature.
The forward-looking information is based on current expectations and assumptions regarding expected growth, results of operations,
financial performance and business prospects and opportunities. Forward-looking information is subject to known and unknown risks,
uncertainties and other factors which may cause the actual results, performance or achievements of the Company, or general industry
results, to be materially different from any future results, performance or achievements expressed or implied by such forward-looking
statements. These factors include, but are not limited to, the possible failure to successfully plan and execute business improvement
strategies, restrictions and covenants contained in the Company’s credit agreements, the potential impact of the current economic
downturn on the Company’s business, the unpredictability of purchasing patterns by governmental agencies, the possibility of a
deterioration in the Company’s working capital position, the impact that changes in supplier payment terms or slow payment of
accounts receivable could have on the Company’s liquidity, the unavailability of or increase in price of external capital to finance the
Company’s research, development and growth initiatives, changes in the laws, regulations, policies and economic conditions, including
inflation, interest and foreign currency exchange rate fluctuations of countries in which the Company does business, competition in the
Company’s markets, successful integration of structural changes, including resizing plans, acquisitions, divestitures and alliances,
cost of raw material, the uncertainty associated with the outcome of research and development of new products, including
regulatory approval and market acceptance, and seasonality of sales in some products, as well as other factors described below
under “Part VIII: Risks and Uncertainties” and the Company’s other filings with applicable securities regulatory authorities which
are available at www.sedar.com. The impact of any one risk factor on a particular forward-looking statement is not determinable with
certainty as such factors are interdependent upon other factors, and management’s course of action would depend upon its
assessment of the future, considering all information then available.
Although the Company believes that the expectations and assumptions conveyed by the forward-looking information are reasonable
based on information available to it as of November 25, 2015, no assurances can be given as to future results, levels of activity
and achievements. All subsequent forward-looking information, whether written or oral, attributable to the Company or persons acting
on its behalf, are expressly qualified in their entirety by these cautionary statements and readers are cautioned not to place undue
reliance or importance on this information. The Company assumes no obligation to update forward-looking statements should
circumstances or management’s estimates or opinions change, except as required by applicable law.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
Mission
...we bring everyday heroes home safely. ™
This MD&A is organized into the following parts:
I.
II.
III.
IV.
V.
VI.
VII.
VIII.

Business Overview and Recent Events
Results
Cash Flow
Liquidity and Capital Resources
Quarterly Results
Significant Accounting Polices and Estimates
Risks and Uncertainties
Other Information

Part I: BUSINESS OVERVIEW AND RECENT EVENTS
Business Overview
PSP is an established industry leader in the defence and security market. The Company is engaged in the design, production, and sale
of protective and duty products for law enforcement, security and defence. PSP’s products are worn or included in equipment used by
officers, agents, guards and military personnel. The Company has a significant market position in Canada, where it is one of the
largest soft body armour manufacturers. The Company, through its wholly-owned subsidiary, GH Armor Systems Inc. ("GH"),
provides body armour products to U.S. based law enforcement and private security firms. The Company’s business strategy is to be a
preferred supplier of body armour and other personal protection solutions throughout North America.
PSP has a significant recurring revenue stream from its Canadian customers in the form of long standing contracts with terms of up
to five years. These contracts are with federal, provincial and municipal organizations and agencies. The Company also pursues
long- term defence contracts. PSP has been successful in supplying the Canadian military with fragmentation protection products
and chemical and biological protection suits. The Company’s U.S. business is primarily supplying state, county and municipal
law enforcement agencies with soft body armour. These products are sold primarily through a network of third party distributors.
PSP has a research and development program that works cooperatively with customers on new product design. The Company also
conducts independent research in future technologies and products that will enhance user effectiveness, increase value and
survivability. PSP's current research and development programs are focused on the certification of certain product lines as required by
the U.S. Department of Justice.
PSP has manufacturing operations in Arnprior, Ontario and Dover, Tennessee and its head office is located in Arnprior, Ontario. Its
design and production facilities are all ISO9001:2008 registered and compliant to BA9000 (National Institute of Justice Body Armor
Quality Management Requirements). Founded in 1984, PSP currently employs 129 employees at its Canadian and U.S. facilities.
Recent Events
On June 30, 2015 its Arnprior Landlord, Arnprior Bay Properties Limited signed a Minutes of Settlement to resolve the ongoing lease
arbitration initially announced by PSP on June 3, 2013. PSP will see a total recovery of $825,000, inclusive of the interim award PSP
has already received and significant legal fees paid during the arbitration process. PSP will also enter into a new 5 year lease with the
landlord under similar terms to our existing lease, expiring in 2021.
The company has taken the necessary steps to align and size its operations to current North American business, while maintaining the
ability to respond to new North American and international opportunities as they arise. The Company continues to focus on adding value
for its customers in conjunction with revenue stability and growth.
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Part ll: RESULTS
THREE MONTHS THREE MONTHS
ENDED
ENDED
SEPTEMBER 30, SEPTEMBER 30,
2015
2014

SUMMARY OF OPERATIONS
REVENUES
COST OF SALES

$

4,961,244
3,753,323

$

3,732,165
2,662,291

1,207,921

1,069,874

EXPENSES

994,596

946,699

INCOME BEFORE OTHER ITEMS
OTHER ITEMS

213,325
(62,928)

123,175
85,654

INCOME BEFORE INCOME TAXES
INCOME TAXES

276,253
—

37,521
—

276,253 $
(2,282)

37,521
54,447

273,971

91,968

GROSS MARGIN

NET INCOME FOR THE PERIOD
OTHER COMPREHENSIVE INCOME (LOSS)

$

TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD
EARNINGS PER SHARE BASIC
DILLUTED

$
$

0.00
0.00

$
$

0.00
0.00

ADJUSTED EARNINGS BEFORE INTEREST, TASES, DEPRECIATION AND AMORTIZATION ("ADJUSTED EBITDA")
THREE MONTHS THREE MONTHS
ENDED
ENDED
SEPTEMBER 30, SEPTEMBER 30,
2015
2014
$
276,253 $
37,521
24,694
57,472
38,147
32,887

NET INCOME FOR THE PERIOD
FINANCE COSTS, NET
DEPRECISTION AND AMORTIZATION
EBITDA
FOREIGN EXCHANGE (GAINS) LOSS

$

339,094 $
(87,622)

127,880
28,182

ADJUSTED EBITDA

$

251,472

$

156,062

FINANCIAL POSITION

AS AT
SEPTEMBER 30,
2015

TOTAL ASSETS

$

6,623,265

$

5,889,585

TOTAL LONG-TERM FINANCIAL LIABILITIES

$

697,972

$

693,157
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AS AT
JUNE 30,
2015

Revenues
Revenues for the three months ended September 30, 2015 were $4.96 million, an increase of $1.2 million or 32.9% as compared with
the same period in the prior year. Revenues from Canadian customers for the three months ended September 30, 2015 were
$3.0 million, an increase of $0.9 million or 42.5% compared to the same period in the prior year. The increase relates primarily to
the timing of orders for key contracts and timing of the award of new contracts. Revenues from U.S. and International customers for
the three months ended September 30, 2015 were $1.96 million, an increase of $0.34 million or 20.5% compared to the same
period in the prior year. The increase is primarily due to a new government contract that shipped, and the sales of new products
released in the first quarter of 2016.
Gross Margin
For the three months ended September 30, 2015, gross margin as a percentage of revenues was 24.3%, a decrease of 4.4%
compared with the same period in the prior year. The decrease is from one time government contracts with lower than average
margins.
Expenses
For the three months ended September 30, 2015, expenses were $1.0 million, an increase of $0.1 million compared to the same
period in the prior year. The increase in expenses is primarily related to a one time credit in general and administration expenses in the
prior year.
For the three months ended September 30, 2015, sales and marketing expenses were $0.4 million, an increase of $0.1 million
compared to the same period in the prior year.
For the three months ended September 30, 2015, research and development expenses were $0.2 million as compared to $0.3 million
during the same period in the prior year.
For the three months ended September 30, 2015, general and administration expenses were $0.4 million an increase of $0.1 million
compared to the same period in the prior year. The increase is primarily related to a one time credit for legal and consulting fees
during the same period in the prior year.
Other Items
Foreign exchange losses (gains)
For the three months ended September 30, 2015, foreign exchange gain was $0.09 million as compared to a loss of $0.06 million
during the same period in the prior year. The increase is primarily related to the impact of fluctuations of the Canadian dollar against
the U.S. dollar with respect to purchases of materials in U.S. funds.
Finance costs
For the three months ended September 30, 2015, finance costs were $0.02 million which is a decrease of $0.01 compared with the
same period in the prior year. The decrease is a result of the reduction of funded debt compared to the prior year.
Income taxes
Income tax expense varies from the amount that would be computed by applying the combined federal and provincial tax rate as a
result of the tax effect of items not deductible for tax purposes, the tax benefit of losses not recognized and other items. No income
taxes were paid in the past two years.
Net income for the period
For the three months ended September 30, 2015, the Company recorded a net income of $0.28 million as compared to $0.04 million
in the prior year. The increase in income is primarily due to the increase in sales revenues and favourable exchange compared with
the same period in the prior year.
Other comprehensive income (loss)
For the three months ended September 30, 2015, the Company recorded other comprehensive income of $0.27 million compared to
a loss of $0.09 million during the same period in the prior year. The increase in other comprehensive income is due to foreign
currency translation differences relating to foreign operations.
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Adjusted Earnings Before Interest, Taxes, Depreciation and Amortization ("Adjusted EBITDA")
Adjusted EBITDA is not a recognized performance measure under IFRS and does not have a standardized meaning prescribed by
IFRS. The term Adjusted EBITDA consists of net loss and excludes interest, income tax expense (recovery), depreciation and
amortization. Adjusted EBITDA excludes share-based compensation, foreign exchange and one-time charges and gains. Adjusted
EBITDA is included as a supplemental disclosure because management believes that such a measurement provides a better
assessment of the Company’s operations on a continuing basis by eliminating certain non-cash charges and charges that are
non-recurring. The most directly comparable measure to Adjusted EBITDA calculated in accordance with IFRS is net loss for the year.
For the three months ended September 30, 2015 Adjusted EBITDA was $0.25 million compared to $0.16 million during the same
period in the prior year.
Part III: CASH FLOW
THREE MONTHS
ENDED
SEPTEMBER 30,
2015

CASH FLOW FROM (USED IN)
Operating activities
Investing activities
Financing activities
Decrease in cash and cash equivalents,
net of bank overdraft used for cash management
purposes

THREE MONTHS
ENDED
SEPTEMBER 30,
2014

$

184,759
(37,599)
(199,830)

$

(289,558)
(72,004)
(53,580)

$

(52,670)

$

(415,142)

Cash flow from operating activities for the three months ended September 30, 2015 was $0.2 million as compared to cash flows used
in operating activities of $0.3 million during the same period in the prior year. The increase in cash flow from operating activities is
consistent with the increases in revenue and net income compared with the same period in the prior year.
Cash flow used in investing activities for the three months ended September, 2015 was consistent year-over-year and in line with the
capital budget.
Cash flow used in financing activities for the three months ended September 30, 2015 relates to repayments of long-term debt
consistent with the prior year and a net repayment of the operating line.
Part IV: LIQUIDITY AND CAPITAL RESOURCES
SEPTEMBER 30, 2015

AS AT
Cash and cash equivalents
Bank indebtedness
Working capital
Long-term debt (long-term portion only)
Shareholders' equity

$

91,004
3,695,125
(697,972)
(3,373,085)

JUNE 30, 2015
$

128,255
(160,000)
3,421,418
(693,157)
(3,085,364)

The Company’s objective when managing liquidity and capital resources is to ensure that it has sufficient liquidity to support its financial
obligations and fund its operating and strategic objectives.
In order to further strengthen the Company's financial position and address its liquidity requirements, the Company continues to
consider and evaluate on an ongoing basis, all alternatives available to it. These alternatives include, without limitation, seeking
additional sources of financing, identifying and pursuing strategic partnerships, raising additional equity, working closely with our
financial institution to obtain favourable borrowing terms and other value enhancing opportunities. The Company receives continued
support from its bank and lender.
Working Capital
At September 30, 2015, PSP’s working capital was $3.7 million compared to $3.4 million as at June 30, 2015. The working capital
reflects an increase in trade and other receivables of $0.4 million, an increase in inventory of $0.5 million, an increase in trade and
other payables of $0.7 million and a net decrease in bank indebtedness of $0.2 million.
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Accounts receivable as at September 30, 2015 were $3.7 million compared to $3.4 million as at June 30, 2015. The increase in
accounts receivable reflects the increase in revenues in the three months ended September 30, 2015 compared to the three months
ended June 30, 2015 and the timing of collection of those revenues.
Inventory as at September 30, 2015 increased by $0.5 million to $2.3 million as compared to $1.8 million as at June 30, 2015. This
increase is primarily related to an increase and timing of specific contracts.
Accounts payable and accrued liabilities as at September 30, 2015 were $2.3 million compared to $1.6 million as at
June 30, 2015. The increase reflects the increase in inventory and production volumes going into the next quarter, stable expenses,
and the timing of payments.
Bank Indebtedness
PSP has a Credit Agreement with a Canadian bank (the “Bank”) for a credit facility in the amount of $0.9 million. The facility is a
revolving demand facility available by way of overdraft with interest payable monthly calculated at the bank prime lending rate plus
1.95% per annum. The facility is secured by a general security agreement constituting a first ranking security interest over all personal
property of PSP and its subsidiaries. The Agreement has a financial covenant, a ratio of Funded Debt to EBITDA, calculated on a
rolling 4 quarters basis for the fiscal quarter then ended and the immediately preceding 3 fiscal quarters, of not greater than 3:1. At
September 30, 2015 there was no amount drawn on the credit facility and PSP is in compliance with the financial covenant.
Long-term Debt
The Company has a secured term loan with the Business Development Bank of Canada (“BDC” or the “Lender”).
September 30, 2015, the principal outstanding on the loan was $0.1 million.

At

Debentures
On February 17, 2015 the Company issued $749,000 of unsecured convertible debentures (the “Convertible Debentures”) with the
following terms: (i) interest payable annually at a rate of 10% in cash or common shares, at the option of the Company; (ii) 3 year term,
with a maturity date of February 18, 2018, with early repayment possible, at the option of the Company, after 1 year from date of
issuance; (iii) convertible into common shares of the Company at the option of the holder at a rate of one common share per $0.15 of
indebtedness. The lower interest rate received on the new Convertible Debentures is representative of PSP’s proven track record of
successful debt repayment, and will result in cash interest savings of $45,000 over the life of the Convertible Debentures.
On the date of issuance of the Convertible Debentures, the gross proceeds were allocated $713,020 to liabilities and $35,980 to
equity, based on the fair value of the conversion option. Interest expense is based on the effective interest method, with accretion
expense of $2,554 recorded for the three months ended September 30, 2015.
Certain officers and directors of the Company beneficially own or control, directly or indirectly $516,500 aggregate principal amount of
the Convertible Debentures (June 30, 2015 - $516,500 of the Debentures).
Deferred Income Taxes
As at September 30, 2015 the Company has cumulative non-capital losses available to be carried forward in the following jurisdictions:
Canada - $3,507,000, United States - $8,086,000. The non-capital losses in Canada begin to expire in 2029. The net operating losses
in the U.S. begin to expire in 2026 and 2032. The Company also has net capital losses in Canada of $4,327,000.
The income tax benefits relating to the losses in Canada and the U.S. have not been recognized in the consolidated financial
statements as the recognition requirements under the liability method of accounting for income taxes have not been met.
As at September 30, 2015 the Company has Federal investment tax credits of $1,144,000 (June 30, 2015 - $1,201,000) available to
reduce future Federal Canadian income taxes payable. The investment tax credits begin to expire in 2026.
In addition, the Company has Ontario research and development tax credits of $40,000 which are available to reduce future Ontario
income taxes payable. The credits begin to expire in 2032.
The Scientific Research and Experimental Development expenditures of $3,447,000 can be carried forward indefinitely.
Capital and Other Components of Equity
At September 30, 2015 the Company’s issued and outstanding shares were 66,053,189 compared to 65,928,189 at June 30, 2015.
On September 4, 2015 the Company issued 75,000 common shares to a former employee of the Company upon exercise of 75,000
stock options with an exercise price of $0.11.
On September 14, 2015 the Company issued 50,000 common shares to an employee of the Company upon exercise of 50,000 stock
options with an exercise price of $0.11.
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The Company's contributed surplus balance was $2.1 million at September 30, 2015, unchanged from June 30, 2015.
Other paid-in capital of $0.3 million at June 30, 2015 reflects the allocation of the equity component of convertible debentures, net of
issue costs.
Capital Management
The Company’s capital management strategy is designed to maintain financial strength and flexibility to support profitable growth. The
Company’s capital consists of accumulated debt, which is comprised of long-term debt, convertible debentures, bank indebtedness and
shareholders’ equity, excluding other comprehensive income (loss). The Company manages its capital structure and makes
adjustments to it, based on the level of funds available to the Company to manage its operations. See “Bank Indebtedness”, “Longterm Debt” and “Debentures”.
The Company has not established a quantitative return on capital criteria; but rather promotes year-over-year sustainable growth.
There have been no changes in the Company’s approach to capital management during the year.
The Company must adhere to certain financial covenants related to debt. See “Bank Indebtedness”.
Part V: QUARTERLY RESULTS
Fiscal 2015

September 30,
2015

Revenues

$

Net income for the period
Basic and diluted earnings per share

276,253
-

Fiscal 2015
Revenues

June 30,
2015
$

Net income (loss) for the period
Basic and diluted earnings (loss) per share
Fiscal 2014
Revenues
Net income (loss) for the period
Basic and diluted earnings (loss) per share

4,961,244

$

March 31,
2015

5,477,187

$

5,003,565

December 31,
2014
$

3,515,938

September 30,
2014
$

3,732,165

986,481
-

78,995
-

(171,556)
-

37,521
-

June 30,
2014

March 31,
2014

December 31,
2013

September 30,
2013

3,850,825

$

95,965
-

3,660,247
51,244
-

$

2,976,357
(496,555)
-

$

3,854,785
176,801
-

Significant Fluctuations in Quarterly Results
For the three months ended September 30, 2015, the Company recorded net income from operations of $0.28 million or $0.00 per
share. The decrease in income compared to the prior quarter is primarily due to higher R&D costs for certifications of new products
and unfavourable exchange rates for the three months ended September 30, 2015.
For the three months ended June 30, 2015, the Company recorded net income from operations of $1.0 million. The increase in
income compared to the prior quarter is due to higher volumes generating higher gross margins and the settlement of the landlord
arbitration of $825,000 which was partially recognized in prior quarters.
For the three months ended March 31, 2015, the Company recorded net income from operations of $0.08 million. The increase in
income compared to the prior quarter is primarily due to higher volumes generating higher gross margins offset by R&D cost for
Certifications of new products, legal, consulting and unfavourable exchange rates for the three months ended June 30, 2015.
For the three months ended December 31, 2014, the Company recorded net loss from operations of $0.2 million. The decrease in
income compared to the prior quarter is primarily due to higher R&D cost for Certifications of new products, legal, consulting and
unfavourable exchange rates for the three months ended December 31, 2014.
For the three months ended September 30, 2014, the Company recorded net income from operations of $0.04 million. The decrease
in income compared to the prior quarter is primarily due to higher R&D cost for Certification s of new products and unfavourable
exchange rates for the three months ended September 30, 2014.
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Part VI: SIGNIFICANT ACCOUNTING POLICES AND ESTIMATES
The company’s accounting policies are provided in note 3 to the consolidated financial statements for the year ended June 30, 2015.
Use of estimates and judgments
The preparation of the consolidated financial statements in conformity with IFRS requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the
period in which the estimates are revised and in any future periods affected.
In the process of applying the Company’s accounting policies, management has made the following estimates and judgments, which
have the most significant effect on the amounts recognized in the consolidated financial statements:
Impairment of non-financial assets
Impairment exists when the carrying value of a non-financial asset or cash-generating unit exceeds its recoverable amount, which is the
higher of its fair value less costs to sell and its value in use. The value in use calculation is based on a discounted cash flow model. The
recoverable amount is most sensitive to the discount rate used for the discounted cash flow model as well as the expected future cash
flows and the growth rates used.
Taxes
Deferred tax assets, if any, are recognized for all unused tax losses to the extent that it is probable that taxable profit will be available
against which the losses can be utilized. Significant management judgment is required to determine the amount of deferred tax assets
that can be recognized, based upon the likely timing and the level of future taxable profits together with future tax planning strategies.
Trade and other receivables
The Company uses historical trends and performs specific account assessments when determining the allowance for doubtful
accounts. These accounting estimates are in respect to the trade and other receivables line on the Company’s consolidated statement
of financial position. At September 30, 2015, the trade and other receivables line represented 56% of total assets. The estimate of the
Company’s allowance for doubtful accounts could change from period to period due to the allowance being a function of the
balance and composition of accounts receivable. If the future were to adversely differ from management’s expectations of allowance
for doubtful accounts, the Company could experience an additional bad debt charge in the future.
Inventories
The Company determines its allowance for inventory obsolescence based upon expected inventory turnover, inventory aging and
current and future expectations with respect to product offerings. The Company reviews future revenue trends and forecasts, expected
inventory requirements and inventory composition necessary to support future revenues. These accounting estimates are with respect
to inventory on the Company’s consolidated statement of financial position. At September 30, 2015, the inventory line represented
35% of total assets. The estimate for the Company’s allowance for inventory obsolescence could change from period to period due
to changes in product offerings and consumer acceptance of those products. If the inventory obsolescence was inadequate it
would result in a charge to operations expense in the future.
Provisions
The Company estimates provisions for warranties and onerous contracts. A provision will be recognized if the Company has a legal or
constructive obligation due to a prior event. Warranties are based on historical trends. Onerous contracts are based on an unavoidable
cost in excess of any future benefit. The onerous contract provision is calculated at the present value of the lower of the expected
cost of terminating the contract and the expected net cost of continuing the contract. Details for these provisions can be found in
note 10 to the consolidated financial statements. The estimate for the Company’s provisions could change from period to period due
to changes in historical trends, revenue or the business environment.
Share-based compensation
The Company uses the Black-Scholes option-pricing model to determine the grant date fair value of share-based compensation. The
following assumptions are used in the model: dividend yield; expected volatility; risk-free interest rate; expected option life; and fair
value. Changes to assumptions used to determine the grant date fair value of share-based compensation awards can affect the
amounts recognized in the consolidated financial statements.
Part VII: RISKS AND UNCERTAINTIES
In the normal course of business, the Company's operations continue to be influenced by a number of internal and external factors, and
are exposed to risks and uncertainties, that can affect its business, financial condition and operating results. The activities of the
Company are subject to ongoing operational risks, including the performance of key suppliers, product performance, government and
other industry regulations, and reliance on information systems, all of which may affect the ability of the Company to meet its
obligations. The ongoing ability to meet the needs of the market place is dependent on the development and introduction of new
products. While management believes its innovation and technology make it a leader in the industry, revenue and results may be
affected if products are not accepted in the market place, are not approved by regulatory authorities, or if products are not brought to
market in a timely manner.
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PSP operates in markets subject to government purchasing patterns and large tenders that are at times unpredictable and create
fluctuations in the production load throughout the year. Government purchasing is typically tender driven and subject to competitive
bidding. These buying patterns create the necessity of being able to quickly increase and decrease production capacity. PSP has
addressed this risk by using a casual pool of staff and cell-based manufacturing in which production staff is grouped into cells. Cells
can quickly be added or reduced in order to mitigate the impact of large contracts on regular production of core products. In addition,
large contracts often create a situation where a significant portion of the Company's revenue and accounts receivable may be from a
small number of customers increasing the risks of economic dependence and concentration of credit.
The Company's working capital position is dependent on the timely collection of accounts receivable, inventory management and
scheduled supplier payments. A change in supplier payment terms or slow collection of accounts receivable could adversely affect the
Company's liquidity. Management has implemented controls to ensure accounts receivable are current and suppliers payments are
largely within terms.
Dependence on Key Personnel
The success of the Company’s operations depends on its senior management team and other key employees, as well as their ability to
retain and attract skilled and qualified management and employees. The loss of the services of key personnel could have a material
adverse effect on the business, financial condition, results of operations or future prospects of the Company.
Defaults under Credit Agreements
The credit facility with the Canadian bank is a demand facility. In the event that the Company was in default under the terms of the
agreement, the bank may thereafter demand repayment of all amounts owing under the bank indebtedness and by virtue of the interlender agreement, the Lender and the Debenture holders may also demand repayment.
For further discussion with respect to defaults under the Company’s credit agreements, refer to the Bank Indebtedness, Long-term
Debt and Convertible Debentures sections in Part IV of this MD&A.
Other Risks
Refer to the Company’s June 30, 2015 consolidated financial statements note 18 for other risks including credit risk, liquidity risk,
currency risk, interest rate risk, and fair value of financial instruments.
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Condensed Consolidated Interim Financial Statements of

PACIFIC SAFETY PRODUCTS INC.
Three months ended September 30, 2015 and 2014
(Unaudited)

Pacific Safety Products Inc.

CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(Unaudited)
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2015 and 2014

Notice to Reader

The accompanying condensed consolidated interim financial statements have been prepared by and are the
responsibility of the Company’s management. The Company’s independent auditor has not performed a review
of these condensed consolidated interim financial statements in accordance with the standards established by
the Canadian Institute of Chartered Accountants for a review of interim financial statements by an entity’s
auditor.

Terry Vaudry
Chief Executive Officer

November 25, 2015

Pacific Safety Products Inc.

CONDENSED CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION
(Unaudited)

September 30,
2015

June 30,
2015
$

$

ASSETS
Current
Cash and cash equivalents [note 5]
Trade and other receivables
Inventories
Prepaid expenses
Total current assets
Property and equipment [note 6]
Prepaid deposits

LIABILITIES AND SHAREHOLDERS' EQUITY
Current
Bank indebtedness [notes 7]
Trade and other payables
Short-term provisions [note 10]
Deferred revenue
Current portion of long-term debt [note 8]
Total current liabilities
Long-term debt [note 8]
Long-term provisions [note 10]
Convertible debentures [note 9]

Shareholders' equity
Share capital [note 11]
Contributed surplus
Other paid-in capital
Deficit
Accumulated other comprehensive loss
Total shareholders' equity

91,004
3,682,095
2,339,361
75,895
6,188,355
377,837
57,073
6,623,265

128,255
3,403,027
1,882,442
55,453
5,469,177
363,335
57,073
5,889,585

—
2,277,640
31,962
40,748
142,880
2,493,230
—
58,978
697,972
3,250,180

160,000
1,587,458
31,662
72,179
196,460
2,047,759
—
63,305
693,157
2,804,221

20,568,066
2,075,652
269,563
(19,578,611)
38,415
3,373,085
6,623,265

20,554,316
2,075,652
269,563
(19,854,864)
40,697
3,085,364
5,889,585

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

Pacific Safety Products Inc.

CONDENSED CONSOLIDATED INTEMIN STATEMENT OF INCOME
AND COMPREHENSIVE INCOME
(Unaudited)
For the three months ended September 30

Revenue
Cost of sales
Gross margin
Expenses
Sales and marketing
Research and development
General and administration
Total expenses
Income before other items
Other items
Foreign exchange (gain) loss
Finance income
Finance costs [note 4]
Total other items
Income before income taxes

2015

2014

$

$

4,961,244
3,753,323
1,207,921

3,732,165
2,662,291
1,069,874

371,379
174,464
448,753
994,596
213,325

347,034
266,206
333,459
946,699
123,175

(87,622)
(176)
24,870
(62,928)
276,253

28,182
(9,682)
67,154
85,654
37,521

Income taxes
Current income tax recovery
Net Income for the period

—
276,253

—
37,521

Other comprehensive income(loss)
Other comprehensive income to be reclassified to profit
or loss in subsequent periods:
Foreign currency translation differences – foreign operations
Total comprehensive income for the period

(2,282)
273,971

54,447
91,968

Income per share [note 12]
Basic
Diluted
Weighted average common shares issued and
outstanding
Basic
Diluted

0.00
0.00

0.00
0.00

65,969,673
75,752,964

65,466,005
65,466,005

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

Pacific Safety Products Inc.

CONDENSED CONSOLIDATED INTERIM STATEMENT OF CHANGES IN EQUITY
(Unaudited)
For the three months ended September 30

Share Capital
$

Contributed
surplus
$

Other
paid-in capital

Deficit

$

$

(20,871,796)
37,521

Cumulative
translation
account
$

$

Balance, July 1, 2014
Net Income for the period
Other comprehensive income
Foreign currency translation differences
Total comprehensive income

20,514,316
—

2,062,802
—

234,953
—

—
—

—
—

—
—

Share-based compensation expense
Total amounts attributable to owners
Balance, September 30, 2014
Balance, July 1, 2015
Net Income for the period
Other comprehensive income(loss)
Foreign currency translation differences
Total comprehensive income
Issuance of shares
Total amounts attributable to owners
Balance, September 30, 2015

—
—
20,514,316
20,554,316
—

5,000
5,000
2,067,802
2,075,652
—

—
—
234,953
269,563
—

—
—
(20,834,275)
(19,854,864)
276,253

—
—
(27,993)
40,697
—

5,000
5,000
1,954,803
3,085,364
276,253

—
—
13,750
13,750
20,568,066

—
—
—
—
2,075,652

—
—
—
—
269,563

—
276,253
—
—
(19,578,611)

(2,282)
(2,282)
—
—
38,415

(2,282)
273,971
13,750
13,750
3,373,085

—
37,521

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

(82,440)
—

Total

54,447
54,447

1,857,835
37,521
54,447
91,968

Pacific Safety Products Inc.

CONDENSD CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS
(Unaudited)
For the three months ended September 30

OPERATING ACTIVITIES
Cash receipts from customers
Cash paid to suppliers and employees
Interest paid
Interest received
Cash used in operating activities
INVESTING ACTIVITY
Purchase of property and equipment
Cash used in investing activity
FINANCING ACTIVITY
Proceeds from exercise of stock options
Change in Line of Credit
Repayment of long-term debt
Cash used in financing activity
Net increase(decrease) in cash and cash equivalents
during the period
Cash beginning of period
Effect of exchange rate fluctuations on cash held
Cash and cash equivalents,
(net of bank indebtedness) ending [note 5]

2015

2014

$

$

5,245,923
(5,058,340)
(3,000)
176
184,759

3,546,242
(3,722,610)
(122,872)
9,682
(289,558)

(37,599)
(37,599)

(72,004)
(72,004)

13,750
(160,000)
(53,580)
(199,830)

—
—
(53,580)
(53,580)

(52,670)
128,255
15,419

(415,142)
680,335
40,545

91,004

305,738

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

Pacific Safety Products Inc.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(Unaudited)
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2015 and 2014

1. REPORTING ENTITY
Pacific Safety Products Inc. (“PSP” or the “Company”) is a company domiciled in Canada and incorporated
under the Canada Business Corporation Act. The address of the Company’s head office is 124 Fourth Avenue,
Arnprior, Ontario K7S 0A9. The Company manufactures and sells a comprehensive line of protective products
for the defence and security markets.
The condensed consolidated interim financial statements of the Company as at and for the 3 months ended
September 30, 2015 comprise the Company and its subsidiary. GH Armor Systems Inc. (“GH”) is a
wholly-owned subsidiary of PSP. GH is incorporated in the State of Delaware, USA and commenced operations
in Dover, Tennessee on July 5, 2006.

2.

BASIS OF PREPARATION
(a)

Statement of compliance

These condensed consolidated interim financial statements have been prepared in accordance with
IAS 34 Interim Financial Reporting. They do not include all of the information required for full annual
consolidated financial statements and should therefore be read in conjunction with the audited annual
consolidated financial statements and notes thereto for the year ended June 30, 2015.
These condensed consolidated interim financial statements were authorized for issue by the Board of Directors
on November 25, 2015.
All figures are presented in Canadian dollars unless otherwise noted.
(b)

Basis of measurement

These condensed consolidated interim financial statements have been prepared on the basis of historical cost
except as permitted by IFRS and as otherwise indicated within these notes.
(c)

Basis of consolidation

These condensed consolidated interim financial statements comprise the accounts of the Company and its
wholly-owned subsidiary.
Subsidiaries are consolidated from the date of acquisition, being the date on which the Company obtains
control, and continue to be consolidated until the date that such control ceases. The financial statements of the
subsidiary are prepared for the same reporting period as the Company using consistent accounting policies.
Intra-group balances and transactions, and any unrealized income and expenses arising from intra-group
transactions, are eliminated in preparing the consolidated financial statements.
(d)

Use of estimates and judgments

The preparation of the condensed consolidated interim financial statements in conformity with IFRS requires
management to make judgments, estimates and assumptions that affect the application of accounting policies
and the reported amounts of assets, liabilities, income and expenses. Actual results may differ from these
estimates.
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognized in the period in which the estimates are revised and in any future periods affected.
In the process of applying the Company’s accounting policies, management has made the following estimates
and judgments, which have the most significant effect on the amounts recognized in these condensed
consolidated interim financial statements:
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Pacific Safety Products Inc.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(Unaudited)
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2015 and 2014

2. BASIS OF PREPARATION (cont’d)
(i)

Impairment of non-financial assets

Impairment exists when the carrying value of a non-financial asset or cash-generating unit exceeds its
recoverable amount, which is the higher of its fair value less costs to sell and its value in use. The value in use
calculation is based on a discounted cash flow model. The recoverable amount is most sensitive to the discount
rate used for the discounted cash flow model as well as the expected future cash flows and the growth rates
used.
(ii)

Taxes

Deferred tax assets, if any, are recognized for all unused tax losses to the extent that it is probable that taxable
profit will be available against which the losses can be utilized. Significant management judgment is required to
determine the amount of deferred tax assets that can be recognized, based upon the likely timing and the level
of future taxable profits together with future tax planning strategies.
(iii) Trade and other receivables
The Company uses historical trends and performs specific account assessments when determining the
allowance for doubtful accounts. The estimate of the Company’s allowance for doubtful accounts could change
from period to period due to the allowance being a function of the balance and composition of accounts
receivable. If the future were to adversely differ from management’s expectations of allowance for doubtful
accounts, the Company could experience an additional bad debt charge in the future.
(iv) Inventories
The Company determines its allowance for inventory obsolescence based upon expected inventory turnover,
inventory aging and current and future expectations with respect to product offerings. The Company reviews
future revenue trends and forecasts, expected inventory requirements and inventory composition necessary to
support future revenues. The estimate for the Company’s allowance for inventory obsolescence could change
from period to period due to changes in product offerings and consumer acceptance of those products. If the
inventory obsolescence was inadequate it would result in a charge to operations expense in the future.
(v)

Provisions

The Company estimates provisions for warranties and onerous contracts. A provision will be recognized if the
Company has a legal or constructive obligation due to a prior event. Warranties are based on historical trends.
Onerous contracts are based on an unavoidable cost in excess of any future benefit. The onerous contract
provision is calculated at the present value of the lower of the expected cost of terminating the contract and the
expected net cost of continuing the contract. Details for these provisions can be found in note 9. The estimate
for the Company’s provisions could change from period to period due to changes in historical trends, revenue or
the business environment
(vi) Share-based compensation
The Company uses the Black-Scholes option-pricing model to determine the grant date fair value of sharebased compensation. The following assumptions are used in the model: dividend yield; expected volatility; riskfree interest rate; expected option life; and fair value.
The estimate for the Company’s provisions could change from period to period due to changes in historical
trends, revenue or the business environment.

3. SIGNIFICANT ACCOUNTING POLICIES
The accounting policies set out in note 3 to the consolidated financial statements for the year ended
June 30, 2015 have been applied consistently to all periods presented in these condensed consolidated
interim financial statements.
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Pacific Safety Products Inc.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(Unaudited)
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2015 and 2014

4. FINANCE COSTS
For the 3 months
ended September 30,
2015
$

For the 3 months
ended September 30,
2014
$

1,121
2,470
18,725
2,554
24,870

5,692
10,380
26,700
24,382
67,154

Interest on bank indebtedness
Interest on long-term debt
Interest on debentures
Accretion of debentures

5. PROPERTY AND EQUIPMENT
Manufacturing
equipment
$

Office
equipment
$

Leasehold
improvements
$

Computer
equipment
$

Total
$

Cost
As at June 30, 2014
Additions
Disposal
Effect of movements in
exchange rates
As at June 30, 2015
Additions
Effect of movements in
exchange rates
As at
September 30, 2015

680,711
55,963
(17,600)

49,914
2,194
—

265,807
24,149
—

75,720
10,180
(1,163)

1,072,152
92,486
(18,763)

62,825
781,899
36,595

1,419
53,527
—

20,500
310,456
—

2,998
87,735
800

87,742
1,233,617
37,395

31,475

668

10,193

1,506

43,842

849,969

54,195

320,649

90,041

1,314,854

461,348
69,574
(13,163)

34,663
4,448
—

150,389
58,983
—

37,000
14,667
(990)

683,400
147,672
(14,153)

38,500
556,259
17,302

1,000
40,111
867

12,234
221,606
16,768

1,629
52,306
2,856

53,363
870,282
37,793

20,017

502

7,513

910

28,942

593,578

41,480

245,887

56,072

937,017

225,640

13,416

88,850

35,429

363,335

256,391

12,715

74,762

33,969

377,837

Accumulated
depreciation
As at June 30, 2014
Depreciation
Disposals
Effect of movement in
exchange rates
As at June 30, 2015
Depreciation
Effect of movement in
exchange rates
As at
September 30, 2015
Net book value
As at June 30, 2015
As at
September 30, 2015
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Pacific Safety Products Inc.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(Unaudited)
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2015 and 2014

6. BANK INDEBTEDNESS
PSP has a Credit Agreement with a Canadian bank (the “Bank”) for a credit facility in the amount of $900,000.
The facility is a revolving demand facility available by way of overdraft with interest payable monthly calculated
at the bank prime lending rate plus 1.95% per annum. The facility is secured by a general security agreement
constituting a first ranking security interest over all personal property of PSP and its subsidiaries. The
Agreement has a financial covenant, a ratio of Funded Debt to EBITDA, calculated on a rolling 4 quarters basis
for the fiscal quarter then ended and the immediately preceding 3 fiscal quarters, of not greater than 3:1. At
September 30, 2015 and June 30, 2015, the amounts drawn on the credit facility were $0 and $160,000
respectively. As at September 30, 2015 PSP is in compliance with the covenant.

7. LONG-TERM DEBT
The Company’s long-term debt consists of a secured term loan with interest payable monthly, calculated at the
Lender’s floating base rate plus a variance rate of 0.75% per annum on outstanding principal. The base rate
was 4.7% as at Sept 30, 2015 and 5.0% at June 30, 2015. The variance rate will move to 2.3% if
(i) consolidated financial statements are not submitted to the Lender within 6 months of each fiscal year end;
(ii) available funds less non-financed capital expenditures in the most recent fiscal year are not at least
1.5 times the current portion of the long-term debt; or (iii) the debt to equity ratio of the Company exceeds 1.0:1.
Debt is defined as long-term debt plus capital leases and book value of preferred shares subject to a formal
redemption agreement. Principal is repayable in monthly instalments of $17,860, with the final payment
occurring on May 23, 2016.
The term loan is secured by a first security interest in all present and after-acquired personal property, subject
only to a prior charge with respect to receivables and inventory in favour of the bank providing a Canadian
credit facility.

8. DEBENTURES
On February 17, 2015 the Company issued $749,000 of unsecured convertible debentures (the “Convertible
Debentures”) with the following terms: (i) interest payable annually at a rate of 10% in cash or common shares,
at the option of the Company; (ii) 3 year term, with a maturity date of February 18, 2018, with early repayment
possible, at the option of the Company, after 1 year from date of issuance; (iii) convertible into common shares
of the Company at the option of the holder at a rate of one common share per $0.15 of indebtedness.
On the date of issuance of the Convertible Debentures, the gross proceeds were allocated $713,020 to
liabilities and $35,980 to equity, based on the fair value of the conversion option. Interest expense is based on
the effective interest method, with accretion expense of $2,554 recorded for the three months ended
September 30, 2015.
Certain officers and directors of the Company beneficially own or control, directly or indirectly $516,500
aggregate principal amount of the Convertible Debentures (June 30, 2015 - $516,500 of the Debentures).

9. PROVISIONS
The provision for warranties is based on estimates made from historical data associated with similar products.
At September 30, 2015 the warranty liability was $52,784 (June 30, 2015 - $51,283).
On August 16, 2011 the Company signed a sublease for the remaining lease term for its former head office
premises in Kanata, Ontario. The Company recognized a provision for the discounted future lease payments to
which the Company is committed less expected future sublease income in the amount of $122,308. The
balance in the provision for onerous contracts at September 30, 2015 was $38,156 (June 30, 2015 - $43,684).
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Pacific Safety Products Inc.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(Unaudited)
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2015 and 2014

10. CAPITAL AND OTHER COMPONENTS OF EQUITY
The authorized share capital of the Company consists of unlimited voting common shares without par value.
September 30, 2015
Number of
shares
Amount
#
$
Balance, beginning of year
Shares issued
Balance, end of year

65,928,189
125,000
66,053,189

20,554,316
13,750
20,568,066

June 30, 2015
Number of
shares
Amount
#
$
65,466,005
462,184
65,928,189

20,514,316
40,000
20,554,316

On September 4, 2015 the Company issued 75,000 common shares to a former employee of the Company
upon exercise of 75,000 stock options with an exercise price of $0.11.
On September 14, 2015 the Company issued 50,000 common shares to an employee of the Company upon
exercise of 50,000 stock options with an exercise price of $0.11.

11. INCOME PER SHARE
Basic earnings per share amounts are calculated by dividing the net income for the period by the
weighted-average common shares outstanding during the period. Diluted earnings per share amounts are
calculated by dividing the net income for the period by the weighted-average common shares outstanding plus
the weighted-average number of common shares that would be issued on conversion of all the dilutive potential
common shares into common shares.
The following outstanding instruments had a dilutive effect for the three months ended September 30, 2015 and
could have a dilutive effect in the future:
5,298,291
4,485,000
9,783,291

Shares issuable on conversion of convertible debentures
Stock options

12. SHARE BASED PAYMENT
The PSP Fixed Stock Option Plan (“the Plan”) provides options to purchase common shares of the Company for
its management, executive officers and members of the Board of Directors. Under the Plan, the PSP Board
determines the term of any options granted, which shall not exceed ten years from the date of grant. The
exercise price and vesting periods will be determined by the Board of Directors upon issuance. The expiration
of any PSP option will be accelerated if the participant’s employment or other relationship with PSP terminates.
The number of shares reserved for issuance under the Plan is fixed at 5,950,489 shares.
At September 30, 2015 the Company had 4,485,000 stock options outstanding with a weighted-average
exercise price of $0.11 compared with 4,610,000 stock options outstanding with an exercise price of $0.11 at
June 30, 2015.

Total
#
4,610,000
125,000
4,485,000

Balance, June 30, 2015
Exercised
Balance, September 30, 2015

Weighted average
exercise price
$
0.11
0.11
0.11
September 30,
2015
5,950,489
390,489

Total stock option pool authorized
Total stock option pool remaining
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Pacific Safety Products Inc.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(Unaudited)
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2015 and 2014

12. SHARE BASED PAYMENT (cont’d)
The following table summarizes information regarding the Company's stock options as at September 30, 2015:
Options outstanding
Range of
exercise
Number
prices
outstanding
$
#
0.10
1,250,000
0.05
275,000
0.11
2,350,000
0.20
250,000
0.095
360,000
0.10
4,485,000

Weighted
average
remaining life
(years)
2.52
0.91
3.64
4.34
4.56
3.28

Options exercisable
Weighted
Weighted
average
Number
average
exercise price
exercisable exercise price
$
#
$
0.10
1,250,000
0.10
0.05
275,000
0.05
0.11
2,350,000
0.11
0.20
250,000
0.20
0.095
360,000
0.095
0.11
4,485,000
0.11

13. OPERATING SEGMENTS
The Company's principal business activity is the manufacture and sale of a comprehensive line of protective
products and accessories for the defence and security market. The Company operates in Canada through PSP
with operations based in Arnprior, Ontario, and in the U.S. through its GH subsidiary located in Dover,
Tennessee. Head office expenses, including the office of the CEO and public company costs, are reported as
Corporate.
These segments represent the Company’s reportable segments which are used to manage the business. The
Company analyzes the performance of its operating segments based on revenue growth and operating
profitability.
Transfer prices between operating segments are on an arm’s length basis in a manner similar to transactions
with third parties.
For the three months ended September 30, 2015

Revenue
Elimination of inter-segment
revenue
Total revenue
Gross margin
Expenses
Other items
Net earnings (loss) after taxes

Canadian
operations
$

U.S.
operations
$

Corporate
$

Consolidated
total
$

3,046,851

1,927,758

—

4,974,609

(11,434)
3,035,417

(1,931)
1,925,827

—
—

(13,365)
4,961,244

908,523
566,827
(86,677)
428,373

299,398
247,982
—
51,416

—
179,787
23,749
(203,536)

1,207,921
994,596
(62,928)
276,253
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Pacific Safety Products Inc.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(Unaudited)
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2015 and 2014

13. OPERATING SEGMENTS (cont’d)
For the three months end September 30, 2014

Revenue
Elimination of inter-segment
revenue
Total revenue
Gross margin
Expenses
Other items
Net earnings (loss) after taxes

Canadian
operations
$

U.S.
operations
$

Corporate
$

Consolidated
total
$

2,133,854

1,670,205

—

3,804,059

(34,162)
2,099,692

(37,732)
1,632,473

—
—

(71,894)
3,732,165

579,048
581,903
28,880
(31,735)

490,826
244,769
—
246,057

—
120,027
56,774
(176,801)

1,069,874
946,699
85,654
37,521

Canadian
operations
$

U.S.
operations
$

Corporate
$

Consolidated
total
$

3,558,691
148,856
57,073
3,764,620

2,629,664
228,981
—
2,858,645

—
—
—
—

6,188,355
377,837
57,073
6,623,265

1,152,750
—
40,260
1,193,010

964,325
—
18,718
983,043

376,155
697,972
—
1,074,127

2,493,230
697,972
58,978
3,250,180

Canadian
operations
$

U.S.
operations
$

Corporate
$

Consolidated
total
$

3,708,690
154,033
55,453
3,918,176

1,762,107
209,302
—
1,971,409

—
—
—
—

5,469,177
363,335
55,453
5,889,585

1,381,378
45,788
1,427,166

536,049
17,517
553,566

823,489
—
823,489

2,740,916
63,305
2,804,221

As at September 30, 2015

Assets
Current assets
Property and equipment
Prepaid deposits
Liabilities
Current liabilities
Long-term debt
Long-term provisions

As at June 30, 2015

Assets
Current assets
Property and equipment
Prepaid deposits
Liabilities
Current liabilities
Long-term provisions
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Pacific Safety Products Inc.

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(Unaudited)
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2015 and 2014

13. OPERATING SEGMENTS (cont’d)
Revenues for the three months ended September 30
2015
$
2,991,808
1,963,976
5,460
4,961,244

Canada
United States
International

2014
$
2,099,692
1,628,790
3,683
3,732,165

Revenues for the three months ended September 30, 2015 include $1.0 million from the Canadian Federal
Government (three months ended September 30, 2014 - $0.9 million), which represents 20.2% (three months
ended September 30, 2014 – 24.5%).
Revenues for the three months ended September 30, 2015 include $0.5 million from a Canadian Provincial
Government (three months ended September 30, 2014 - $0.2 million), which represents 10.0% (three months
ended September 30, 2014 – 6.1%).
The Company had no other significant sales (over 10% of revenue) to any one customer.
The Company experiences sales cycles that can be dependent on the award of contracts by major police
agencies and federal government departments. These cycles are, at times, unpredictable and may cause
variations in revenue and profitability.

14. RELATED PARTY TRANSACTIONS
Trade and other payables as of September 30, 2015 includes interest payable and directors fees payable to the
directors and officers of $172,730 (June 30, 2015 - $119,799).
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