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Consolidated Statements of Financial Position 
December 31, 2023 and 2022 
(Expressed in thousands of Canadian Dollars) 

The accompanying notes form part of the consolidated financial statements.  1 
 

  
December 31, 

2023 
December 31, 

2022  

ASSETS    

Current assets:    
Cash and cash equivalents  $ 5,173 $ 8,265 
Trade and other receivables (note 5)   10,382  12,221 
Contract asset (note 16)  9,880 4,347 
Current tax receivable   181 71 
Investment tax credits recoverable  522 - 
Inventory (note 6)   16,520  11,367 
Prepayments   1,417  1,556 

   44,075  37,827 
Prepayments  - 23 
Property and equipment (note 7)   22,948  19,303 
Intangible assets (note 8)  4,473 5,972 
Goodwill (note 8)  4,504 7,258 
Deferred taxes (note 12)  419 982 

TOTAL ASSETS  $ 76,419 $ 71,365 
 

LIABILITIES AND SHAREHOLDERS’ EQUITY     

Current Liabilities:    

Bank indebtedness (note 9)  $             9,651 $             6,366 
Trade and other payables  17,161 11,220 
Contract liabilities (note 16)  10,848 11,817 
Current tax payable   148 20 
Current portion of long-term obligations (note 10)  813 5,086 
Current portion of lease liabilities (note 11)  1,840 853 
Current portion of contingent consideration  - 4,500 

  40,461 39,862 
Long-term obligations (note 10)  1,103 938 
Lease liabilities (note 11)  2,796 3,022 
Contingent consideration  - 3,888 
Shareholders’ equity:    

Share capital (note 13)  52,684 48,839 
 Contributed surplus  1,671 2,700 
 Accumulated other comprehensive loss  (510) (552) 
 Deficit  (21,786) (27,332) 

  32,059 23,655 

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY   $       76,419 $       71,365 
Commitments (note 23)               Subsequent events (note 24) 
On Behalf of the Board: 

 “Greg Reid” Director “Shaun McEwan” Director 



 

 
Consolidated Statements of Net Income (Loss) and Comprehensive Income (Loss) 
For the Years Ended December 31, 2023 and 2022 
(Expressed in thousands of Canadian Dollars) 

The accompanying notes form part of the consolidated financial statements.  2 
 

  

   2023 2022 

     

Product Revenue (note 16)   $ 52,618 $ 24,900 

Service Revenue (note 16)   16,963 16,008 

   69,581 40,908 

      

Cost of sales (note 6)   35,625 23,871 

   33,956 17,037 

     

Administrative expenses   17,528 12,364 

Research and development costs   4,487 1,262 

Depreciation and Amortization   4,940 4,781 

Share-based compensation (note 13 (c))   378 797 

Investment tax credits recoverable   (1,021) (634) 

Impairment of goodwill (note 8)   2,757 - 

   29,069 18,570 

Income (loss) from operating activities   4,887 (1,533) 
     

Foreign exchange loss   975 301 

Financing costs (note 19)   1,631 3,261 

Gain on extinguishment of contingent consideration (note 14)   (4,044) - 

Loss on sale of property and equipment   3 207 

     
Net income (loss) before income taxes   6,322 (5,302) 

     

Income tax expense – Current (note 12) 

Income tax expense (recovery)– Deferred (note 12)  

  213 

563 

31 

(1,090) 

   776 (1,059) 

Net income (loss)   5,546  (4,243) 

     
Basic income (loss) per share (note 17)         $ 0.03       $ (0.02) 

Diluted income (loss) per share (note 17)   $ 0.03       $ (0.02) 

     



 

 
Consolidated Statements of Net Income (Loss) and Comprehensive Income (Loss) 
For the Years Ended December 31, 2023 and 2022 
(Expressed in thousands of Canadian Dollars) 

The accompanying notes form part of the consolidated financial statements.  3 
 

 

  

                      
2023 

                 
 2022 

   

Net income (loss) $5,546 $(4,243) 

   

 Other comprehensive gain (loss)   

     Items that may be reclassified to profit or loss   

             Currency translation adjustment 42 (637) 

Other comprehensive (gain) loss 42 (637) 

   

Comprehensive income (loss)  $5,588 $(4,880) 

   



 

 
Consolidated Statements of Changes in Shareholders’ Equity  
For the Years Ended December 31, 2023 and 2022 
(Expressed in thousands of Canadian Dollars except share amounts) 
 

The accompanying notes form part of the consolidated financial statements.  4 
 

2023 
Number of  

Shares 

Share capital 
(note 13) 

Contributed   
Surplus    

Accumulated other 
comprehensive loss Deficit Total 

Balance at January 1, 2023 201,524,235 $ 48,839 $    2,700            $ (552) $  (27,332) 23,655 
Net income  - - - - 5,546 5,546 
Other comprehensive income - - - 42 - 42 
Transactions with shareholders, recorded directly in equity:       
     Issue of common shares on stock options exercised (note 13(c)) 453,750 272 (93) - - 179 
     Issue of common shares on warrant exercised (note 13(a)) 15,000 11 (2) - - 9 
     Issue of common shares on contingent consideration (note 13) 4,500,000 2,250 - - - 2,250 
      Share-based compensation (note 13(c)) - - 378 - - 378 
     Expiration of warrants (note 13(a))                                                 - 1,312 (1,312) - - - 

Shareholders’ equity as at December 31, 2023 206,492,985 $ 52,684 $   1,671  $   (510) $  (21,786)  32,059 

       

2022 
Number of  

Shares 

Share capital 
(note 13) 

Contributed   
Surplus    

Accumulated other 
comprehensive loss Deficit Total 

Balance at January 1, 2022 201,192,985 $ 47,416 $    3,191            $ 85 $  (23,089)  27,603 
Net loss - - - - (4,243) (4,243) 
Other comprehensive loss - - - (637) - (637) 
Transactions with shareholders, recorded directly in equity:       
     Issue of common shares on stock option exercises 326,250 1,419 (1,287) - - 132 
     Issue of common shares on warrant exercises 5,000 4 (1)   3 
     Share-based compensation - - 797 - - 797 

Shareholders’ equity as at December 31, 2022 201,524,235 $ 48,839 $   2,700  $   (552) $  (27,332)  23,655 



 

 
Consolidated Statements of Cash Flows  
For the Years Ended December 31, 2023 and 2022 
(Expressed in thousands of Canadian Dollars) 
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 2023 2022 

Cash flows provided by operating activities   
Net income (loss) $ 5,546 $ (4,243) 

Adjustments for items not involving cash:   
Depreciation  3,518  3,236 
Amortization of intangible assets 1,422 1,545 
Share-based compensation 378 797 
Loss on disposal of property, plant and equipment 3 207 
Interest on lease liability (note 11) 303 327 
Interest on long-term obligations 525 64 
Impairment on goodwill 2,757 - 
Investment tax credit recoverable (522) - 
Accretion expense (note 10) 207 436 
Fair value adjustment on contingent consideration (3,888) 1,282 
Income tax recovery (note 12) 776 (1,059) 
Changes in non-cash working capital (note 21) (2,598) 2,645 

Net cash flows provided by operating activities 8,427 5,237 

Cash flows used in investing activities   

Purchase of property and equipment (7,557) (5,144) 

Proceeds on disposal of property and equipment - 1,778 

Payment of contingent consideration (2,250) - 

Net cash flows used in investing activities (9,807) (3,366) 

Cash flows used in financing activities   
Proceeds from exercise of warrants and options 188 135 
Payment of principal on leases (note 11) (979) (1,032) 
Payment of interest on leases (note 11) (303) (327) 
Payment of principal on long-term obligations (note 10) (5,150) (277) 
Payment of interest on long-term obligations (note 10) (525) (64) 
Proceeds from long term obligations (note 10) 1,329 112 
Increase in bank indebtedness (note 9) 3,285 1,412 

Net cash flows used in financing activities (2,155) (41) 
   
Net (decrease) increasein cash and cash equivalents  (3,535)  1,830 
   
Effect of foreign exchange on cash 443 (319) 
   
Cash and cash equivalents at beginning of year 8,265 6,754 

Cash and cash equivalents at end of year $         5,173  $         8,265  



 

 
Notes to the Consolidated Financial Statements 
For the Years Ended December 31, 2023 and 2022 
(Expressed in thousands of Canadian Dollars except share price and share amounts) 
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1. Corporate Information: 

Kraken Robotics Inc. (“Kraken” or the “Company”) was incorporated on May 14, 2008 under the Business Corporations 
Act, British Columbia), is a publicly traded company, and has its registered office located at 100 King Street. West, #1600, 
Toronto, Ontario, M5X 1G5. 

The Company’s principal business is supplying advanced sonar and optical sensors, batteries, and underwater robotics 
equipment and services for military and commercial applications. 
  

2. Basis of presentation: 

 (a) Statement of compliance: 

These consolidated financial statements, including comparatives, have been prepared in accordance with 
International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board 
(“IASB”). 

These consolidated financial statements were approved by the Board of Directors on April 18, 2024. 

 (b) Basis of measurement: 

These consolidated financial statements have been prepared on a historical cost basis except for contingent 
consideration which is measured at fair value on each reporting date. 

The consolidated financial statements are presented in Canadian dollars, which is the Company’s functional and 
presentation currency. 

 (c) Basis of Consolidation 

These consolidated financial statements incorporate the financial statements of the Company and entities 
controlled by the Company (its wholly owned subsidiaries), Kraken Robotic Systems Inc (domiciled in Canada), 
Kraken Robotik GmbH (domiciled in Germany), Kraken Power GmbH (domiciled in Germany), Kraken Robotics US 
Inc (domiciled in the United States of America), Kraken Robotics Denmark ApS (domiciled in Denmark), Kraken 
Robotics Brasil Ltda (domiciled in Brazil), PGH Capital Inc (domiciled in Canada), Kraken Robotics Services Ltd . 
(formerly PanGeo Subsea Inc) (domiciled in Canada) and Kraken Robotics Services UK Limited (formerly PanGeo 
Subsea Scotland Limited) (domiciled in Scotland). All intercompany balances and revenue and expense transactions 
have been eliminated on consolidation. 

(d) Critical accounting estimates and judgments: 

The preparation of consolidated financial statements in accordance with IFRS requires management to make 
estimates and judgments that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenues 
and expenses during the reporting period. Actual results could differ from those estimates and may have an impact 
on future periods. The more significant areas requiring the use of management estimates and judgments are 
discussed below: 

 
i) Revenue recognition  

The Company has multi-year contracts with its customers and must make judgments about when the Company 
has satisfied the performance obligations to its customers, either over a period of time or at a point in time. 
Revenue from some contracts are recognized over time using the input cost method, measured by the 
percentage of costs incurred to date to the estimated total costs for each contract. Judgement is used in 
determining the estimates of costs to complete. 
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2. Basis of presentation (continued): 

ii) Estimates of useful lives of property and equipment 

Useful lives and residual value of property and equipment are reviewed by management on a regular basis to 
ensure assumptions are still valid. Property and equipment are reviewed for impairment whenever events or 
changes in circumstances indicate that the carrying value may not be fully recoverable. If an asset’s 
recoverable amount is less than the asset’s carrying amount, an impairment loss is recognized. Any changes 
in estimates would impact the economic useful lives and the residual values of the assets and, therefore, 
future depreciation charges could be revised. 

iii) Recovery of deferred tax assets 

Deferred tax assets, including those arising from tax loss carryforwards, capital losses and temporary 
differences are recognized only where it is considered probable that they will be recovered, which is dependent 
on the generation of sufficient future taxable profits. Assumptions about the generation of future taxable profits 
depend on management’s estimates of future taxable income.  

Judgments are also required in the application of income tax legislation. These judgments and assumptions 
are subject to risk and uncertainty, hence there is a possibility that changes in circumstances will alter 
expectations, which may impact the amount of deferred tax assets and deferred tax liabilities recognized on 
the statement of financial position and the amount of other tax losses and temporary differences not yet 
recognized. In such circumstances, some or all of the carrying amounts of recognized deferred tax assets and 
liabilities may require adjustment, resulting in a corresponding credit or charge to the statement of net loss 
and comprehensive loss. 

iv) Share-based payments 

The amounts recorded for share-based compensation are based on estimates. The Black Scholes model is used 
to estimate the fair value of stock options at the date of grant based on estimates of assumptions for share 
price, expected volatility, dividend yield, risk-free interest rate, expected forfeitures and expected life of the 
options. Changes in these assumptions may result in a material change to the amounts recorded for the 
issuance of stock options. 

 
v) Business Combinations 

The Company recognizes the consideration paid, assets acquired, and liabilities assumed at their acquisition 
date fair values, recognizing any goodwill acquired or gain on purchase. The purchase price allocation requires 
significant judgments in the identification of the acquired assets and assumed liabilities. To determine the fair 
values of the identified assets and liabilities the Company uses the discounted cash flow method and other 
accepted valuation techniques that require assumptions about business strategies, growth rates, operating 
costs, discount rates and other economic factors. 
 
For business combinations, the acquisition date is the date the Company obtains control of the acquiree, which 
is generally the date on which the acquirer legally transfers the assets and assumes the liabilities of the acquiree. 
The Company considers all pertinent facts and circumstances in identifying the acquisition date. 
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2. Basis of presentation (continued): 

vi) Impairment  

The Company determines the recoverable amount of each cash-generating unit (“CGU”) using the value in-use-
method, which estimates fair value using a discounted five-year forecasted cash flow estimate with a terminal 
value. The value in use is defined as the present value of future cash flows expected to be derived from the asset 
in its current state. The significant assumptions used in the discounted cash flow analysis requiring significant 
estimation are the projected revenues, gross margin rates, maintenance and other capital expenditures, the 
discount rate based on the weighted average cost of capital (“WACC”), and terminal growth rate assumptions.  

3.      Adoption of new accounting pronouncements: 

 
(a) The IASB issued the following standards that have not been applied in preparing these consolidated financial 

statements as their effective dates fall within annual periods beginning subsequent to the current reporting 
period. The Company intends to adopt these standards, amendments and interpretations when they become 
effective. While under review, the Company does not anticipate that the adoption of these new or revised 
standards will have a material impact on our reported financial results. 

 
Classification of Liabilities as Current or Non-current (Amendments to IAS 1) 
 
The amendments to IAS 1 specify the conditions which exist at the end of the reporting period are those which will 
be used to determine if a right to defer settlement of a liability exists. The amendments are effective for annual 
reporting periods beginning on or after January 1, 2024 and are to be applied retrospectively. 
 
Non-current Liabilities with Covenants (Amendments to IAS 1)  
 
The amendments to IAS 1 specify that only covenants with which an entity is required to comply on or before the 
reporting date affect the classification of a liability as current or non-current. In addition, an entity has to disclose 
information in the notes that enables users of financial statements to understand the risk that non-current 
liabilities with covenants could become repayable within twelve months. The amendments are effective for annual 
reporting periods beginning on or after January 1, 2024 and are to be applied retrospectively. 
 
 

(b) The following amended IFRS pronouncements were adopted effective January 1, 2023 and had no impact to the 
Company’s financial statements: 

 
Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS 12) 
 
On May 7, 2021, the IASB issued Deferred Tax related to Assets and Liabilities arising from a Single Transaction 
(Amendments to IAS 12). The amendments narrow the scope of the initial recognition exemption so that is does 
not apply to the transactions that give rise to equal and offsetting temporary differences. The amendments are 
effective for annual periods beginning on or after January 1, 2023.  
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3.      Adoption of new accounting pronouncements: 

 
Definition of Accounting Estimates (Amendments to IAS 8) 
 
On February 12, 2021 the IASB issued Definition of Accounting Estimates (Amendments to IAS 8). The amendments 
introduce a new definition for accounting estimates, clarifying that they are monetary amounts in the financial 
statements that are subject to measurement uncertainty. The amendments also clarify the relationship between 
accounting policies and accounting estimates by specifying that a company develops an accounting estimate to 
achieve the objective set out by an accounting policy. The amendments are effective for annual periods beginning 
on or after January 1, 2023.  

4. Material accounting policies:  

(a) Business combinations: 

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as 
the aggregate of the consideration transferred at acquisition date fair value. The acquired identifiable assets and 
assumed liabilities are measured at their fair value at the date of acquisition. Any excess of the consideration 
transferred over the fair value of the net assets acquired is recognized as goodwill. Any deficiency of the 
consideration transferred below the fair value of the net assets acquired is recorded as a gain in net income. 
Associated transaction costs are expensed when incurred. 

Any contingent consideration is measured at fair value at the date of acquisition. If an obligation to pay contingent 
consideration that meets the definition of a financial instrument is classified as equity, then it is not remeasured, 
and settlement is accounted for within equity. Otherwise, other contingent consideration is remeasured at fair 
value at each reporting date and subsequent changes in the fair value of the contingent consideration are 
recognized in profit or loss. 

(b) Revenue Recognition: 

Revenue is measured based on the consideration specified in a contract with a customer. Revenue is recognized 
as performance obligations are satisfied and the Company transfers control of a product or service to a customer. 
For performance obligations satisfied at a point in time, revenue is recognized when the terms of a contract with 
a customer have been satisfied, which occurs when control has been transferred to customer... Generally, the 
buyer obtains control at the time goods are shipped, the product is delivered, or services are rendered. For 
performance obligations satisfied over time, revenue is recognized by measuring the progress toward complete 
satisfaction of that performance obligation. For customer contracts that contain multiple performance 
obligations, each element is treated separately for revenue recognition purposes. For these contracts, the total 
transaction price is allocated to each obligation based on its relative stand-alone selling price. Revenue is then 
recognized for each obligation when the relevant recognition criteria are met. Some customer contracts which 
have payment terms dictated by daily or hourly rates where some contracts may have mixed pricing terms which 
include a fixed fee portion, revenue is recognized for the fixed fee portion of the contract upon completion of that 
performance obligation. For contracts in which the customer is charged fixed rate based on time or materials 
spent during the project that correspond to the value transferred to the customer, revenue is recognized in the 
amount to which The Company has the right to invoice. 
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4. Material accounting policies (continued): 

Certain contracts include an assurance-type warranty clause, typically 12 months, to guarantee the products 
comply with agreed specifications. A provision for warranties is recognized when the underlying product are sold, 
based on historical warranty data and a weighting of possible outcomes against their associated probabilities. 

(c) Government grants: 

  Government grants are initially recognized as deferred recoveries at fair value if there is reasonable assurance 
that they will be received and the Company will comply with the conditions associated with the grant. Grants that 
compensate the Company for the cost of assets are netted against the cost of the associated assets. 

 Grants that compensate the Company for expenses incurred are recognized in profit or loss, by way of a 
reduction of the corresponding expenses, on a systematic basis in the periods in which the expenses are 
recognized)  
 

(d) Cash and cash equivalents: 

 Cash and cash equivalents are comprised of cash at the bank and short term, highly liquid deposits with an 
original maturity of six months or less. For the purpose of the consolidated statements of cash flows, cash and 
cash equivalents are defined as above. 

  (e) Foreign currency translations: 

  In preparing the financial statements of each individual corporate entity, transactions in foreign currencies other 
than the entity’s functional currency (foreign currencies) are recognized at the rates of exchange prevailing at the 
dates of the transactions.  At the end of each reporting period, monetary items denominated in foreign currencies 
are retranslated at the rates prevailing at that date.  Non-monetary items that are measured in terms of historical 
cost in a foreign currency are not retranslated. 

 Exchange differences on monetary items are generally recognized in profit or loss in the period in which they 
arise. 

These consolidated financial statements are presented in Canadian dollars.  The results and financial position of 
all the Company’s entities that have a functional currency different from the presentation currency are 
translated into the presentation currency as follows: 
• shareholders’ equity is translated at historical rates of exchange; 
• intercompany loans are translated at historical rates of exchange as they are considered part of the net 

investment in foreign subsidiaries and for which settlement is neither planned nor likely to occur in the 
foreseeable future; 

• other assets and liabilities are translated at the closing rate at the date of the statement of financial 
position 

• income and expenses for each income statement presented are translated at monthly average exchange 
rates; and 

• all resulting exchange differences are recognized within Accumulated Other Comprehensive Loss(“AOCL”) 
which is a separate component of equity. 
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4. Material accounting policies (continued): 

 (f) Income tax: 

Income tax expense is comprised of current and deferred income tax.  Current tax and deferred income tax are 
recognized in profit or loss except to the extent that they relate to a business combination, or items recognized 
directly in equity or in other comprehensive income. 

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates 
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous 
years. The amount of current tax payable or receivable is the best estimate of the tax amount expected to be paid 
or received that reflects uncertainty related to income taxes, if any. Taxable earnings differs from earnings as 
reported in the consolidated financial statements because of items of income or expense that are taxable or 
deductible in years other than the current reporting period or items that are never taxable or deductible. 

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities 
for financial reporting purposes and the amounts used for taxation purposes.   

Deferred tax is not recognized for:  

• temporary differences relating to investments in subsidiaries, associates and joint arrangements to the extent 
that it is probable that they will not reverse in the foreseeable future; 

• temporary differences arising on the initial recognition of goodwill; and  
• temporary difference on the initial recognition of assets or liabilities in a transaction that is not a business 

combination and that affects neither accounting nor taxable profit or loss. 

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they 
reverse, based on the laws that have been enacted or substantively enacted by the reporting date. Deferred tax 
assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and 
they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax entities, 
but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be 
realized simultaneously. A deferred tax asset is recognized for unused tax losses, unused tax credits and deductible 
temporary differences, to the extent that it is probable that future taxable profits will be available against which it 
can be utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no 
longer probable that the related tax benefit will be realized; such reductions are reversed when the probability of 
future taxable profit improves. 

  (g) Inventories: 

Inventories are recorded at lower of cost and net realizable value.  Cost is determined on a weighted-average cost 
basis. The cost of procured finished goods and raw material inventory is based on weighted average cost. Net 
realizable value is the estimated selling price in the ordinary course of business, less the estimated costs of 
completion and selling expenses. The cost of inventories includes expenditures incurred in acquiring the inventories, 
production or conversion costs, and other costs incurred in bringing the inventories to their existing location and 
condition. In the case of manufactured inventories and work-in-process inventories, cost includes actual labour costs 
incurred and an appropriate share of production overheads based on production hours, square footage or another 
appropriate allocation basis. 

 (h) Property and equipment: 

All items of property and equipment are measured at historical cost less accumulated depreciation and accumulated 
impairment losses. 
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4. Material accounting policies (continued): 

Cost includes expenditures that are directly attributable to the acquisition of the asset.  Subsequent costs are 
included in the asset’s carrying amount or recognized as a separate asset, as appropriate, only when it is probable 
that future economic benefits associated with the item will flow to the Company and the cost of the item can be 
measured reliably.  The carrying amount of the replaced part is derecognized.  The costs of the day-to-day servicing 
of property and equipment are recognized in profit or loss as incurred. 

Depreciation is calculated using estimation to allocate their cost, net of estimated residual values, over their 
estimated useful lives using the following methods and at the following annual rates: 

 
Asset Basis Rate 
   
Computer equipment Declining balance 30% to 50% 
Leasehold improvements Straight-line 10% to 20% 
Marine equipment Straight-line 10% to 12.5% 
Computer software Straight-line 20% 
Furniture and fixtures 
Tools and equipment 

Declining balance 
Straight-line 

20% 
10% 

Construction in Progress Not depreciated - 
 

Depreciation methods, useful lives and residual values are reviewed at each financial year end and adjusted 
prospectively, if appropriate.      

 
Leases: 
 
The Company enters into leases for infrastructure and equipment, land and buildings in the normal course of 
business. Lease contracts are typically made for fixed periods but may include purchase, renewal or termination 
options. Leases are negotiated on an individual basis and contain a wide range of different terms and conditions.  
 
The lease payments also include the exercise price of purchase options, if any, reasonably certain to be exercised by 
the Company and payments of penalties for terminating a lease, if the lease term reflects the Company exercising 
the option to terminate. The variable lease payments that do not depend on an index or a rate are recognized as an 
expense in the period on which the event or condition that triggers the payment occurs. 
 
In calculating the present value of lease payments, the Company uses the incremental borrowing rate at the lease 
commencement date if the interest rate implicit in the lease is not readily determinable. After the commencement 
date, the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease 
payments made. In addition, the carrying amount of lease liabilities is re-measured if there is a modification, a 
change in the lease term or a change in the in-substance fixed lease payments. 

 
Goodwill and intangible assets: 

 
(i) Recognition and measurement 

 
Goodwill and intangible assets with indefinite useful lives arising on the acquisition of subsidiaries are measured 
at cost less accumulated impairment losses. Intangible assets, including technology and trade secrets, customer 
contracts and customer relationships that are acquired and have finite useful lives are measured at cost less 
accumulated amortization and any accumulated impairment losses. 
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4. Material accounting policies (continued): 

(ii) Amortization 
 

Amortization is calculated to write-off the cost of intangible assets less their estimated residual values using the 
straight-line method over their estimated useful lives and is recognized in profit or loss. Goodwill and trademarks 
and trade names with indefinite lives are not amortized. 

The estimated useful lives of finite lived intangible assets are as follows: 
 

Asset  Period 
Technology and trade secrets  5 years 
Customer contracts  1 year 
Customer relationships  6 years 
Non-compete agreements  2 years 

 
    Amortization methods, useful lives and residual values are reviewed at each reporting date and adjusted if 

appropriate. 
(i) Research and development: 

Research costs are expensed as incurred. Development costs are capitalized only if the expenditure can be measured 
reliably, the product or process is technically and commercially feasible, future economic benefits are probable and 
the Company intends to and has sufficient resources to complete development and to use or sell the asset.  
Otherwise, such costs are expensed as incurred. Subsequent to initial recognition, development costs are measured 
at cost less accumulated amortization and any accumulated impairment losses.   

 (j)   Provisions, contingent liabilities and contingent assets 

All provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. In those cases 
where the possible outflow of economic resources as a result of present obligations is considered improbable or 
remote, no liability is recognized. When the Company expects some or all of a provision to be reimbursed, the 
reimbursement is recognized as a separate asset, but only when the reimbursement is virtually certain. The 
expense relating to a provision is presented in the consolidated statements of income net of any reimbursement, 
when the reimbursement is realized in the same reporting period as the related expense. 

Possible inflows of economic benefits to the Company are considered contingent assets when the possible inflows 
become virtually certain. 

 (k)   Financial instruments 

 (i) Financial assets and liabilities 

Initial measurement and classification 

A financial asset (unless it is a trade receivable without a significant financing component) or financial liability is 
initially measured at fair value plus transaction costs that are directly attributable to its acquisition or issue. A 
trade receivable without a significant financing component is initially measured at the transaction price.  
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4. Material accounting policies (continued): 

Trade receivables are initially recognized when they originate. All other financial assets and financial liabilities are 
initially recognized when the Company becomes a party to the contractual provisions of the instrument. 

On initial recognition, a financial asset is classified as measured at amortized cost or Fair Value Through Profit and 
Loss (“FVTPL”) while a debt instrument financial asset is recognized at Fair Value Through Other Comprehensive 
Income (“FVOCI”) or FVTPL. 

A financial asset is classified and measured at amortized cost if it meets both of the following conditions and is not 
designated as at FVTPL: 

• it is held within a business model whose objective is to hold assets to collect contractual cash flows; and 

• its contractual terms give rise on specified dates to cash flows that are solely payments of principal and 
interest on the principal amount outstanding. 

A debt instrument financial asset is measured at FVOCI if it meets both of the following conditions and is not 
designated as at FVTPL: 

• it is held within a business model whose objective is achieved by both collecting contractual cash flows and 
selling financial assets; and 

• its contractual terms give rise on specified dates to cash flows that are solely payments of principal and 
interest on the principal amount outstanding. 

Financial liabilities are classified and measured at amortized cost or FVTPL.  A financial liability is classified as at 
FVTPL if it is classified as held-for-trading, it is a derivative or if it is designated as such on initial recognition. Financial 
liabilities at FVTPL are measured at fair value and net gains and losses, including any interest expense, are recognized 
in profit or loss. 

The Company derecognizes a financial liability when its contractual obligations are discharged or cancelled. The 
Company also derecognizes a financial liability when its terms are modified and the cash flows of the modified 
liability are substantially different, in which case a new financial liability based on the modified terms is recognized 
at fair value. On derecognition of a financial liability, the difference between the carrying amount extinguished and 
the consideration paid (including any non-cash assets transferred or liabilities assumed) is recognized in profit or 
loss. 
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4. Material accounting policies (continued): 

Subsequent measurement 

Financial assets at FVTPL These assets, except derivatives designated as hedging instruments, are 
subsequently measured at fair value. Net gains and losses, including any interest or 
dividend income, are recognized in profit or loss.  

Financial assets at amortized 
cost 

These assets are subsequently measured at amortized cost using the effective 
interest method. The amortized cost is reduced by impairment losses. Interest 
income, foreign exchange gains and losses and impairment are recognized in profit 
or loss. Any gain or loss on derecognition is recognized in profit or loss. 

Financial liabilities at 
amortized cost 

These financial liabilities are subsequently measured at amortized cost using the 
effective interest method. Interest expense and foreign exchange gains and losses 
are recognized in profit or loss. Any gain or loss on derecognition is also recognized 
in profit or loss. 

Debt instruments at FVOCI These instruments are subsequently measured at fair value. Interest income 
calculated using the effective interest method, foreign exchange gains and losses 
and impairment are recognised in profit or loss. Other net gains and losses are 
recognised in OCI. On derecognition, gains and losses accumulated in OCI are 
reclassified to profit or loss. 

Financial liabilities at FVTPL  These liabilities, except derivatives designated as hedging instruments, are 
subsequently measured at fair value. Net gains and losses, including any interest or 
dividend income, are recognized in profit or loss. 

 

Classification of the Company’s financial instruments is as follows:  

 

Financial instrument Current classification 

Cash and cash equivalents Financial asset at amortized cost 

Trade and other receivables Financial asset at amortized cost 

Bank indebtedness Financial liability at amortized cost 

Trade and other payables Financial liability at amortized cost 

Long-term obligations Financial liability at amortized cost 

 

ii) Fair value measurement: 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. The fair value hierarchy establishes three levels to classify 
the inputs to valuation techniques used to measure fair value.  

 Level 1: Inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities.  

Level 2: Inputs are quoted prices in markets that are not active, quoted prices for similar assets or liabilities in active 
markets, inputs other than quoted prices that are observable for the asset or liability, or inputs that are derived 
principally from or corroborated by observable market data or other means.  
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4. Material accounting policies (continued): 

Level 3: Inputs are unobservable (supported by little or no market activity).  

The fair value hierarchy gives the highest priority to Level 1 inputs and the lowest priority to Level 3 inputs. 

     Impairment of financial assets 

The Company recognizes loss allowances for Expected Credit Losses (ECLs) on financial assets measured at 
amortized cost. The Company measures loss allowances at an amount equal to the lifetime ECLs in accordance with 
the ‘simplified approach’ available under the standard. Under this approach, loss allowances on trade accounts 
receivable are always measured at lifetime ECLs. 

 (l)    Impairment: 

The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date to determine 
whether there is any indication of impairment.  If any such indications exist, the impairment would be recognized in 
the consolidated statement of net income (loss) and comprehensive income (loss).  

The Company performs impairment testing on its goodwill and intangible assets with indefinite useful lives annually 
at December 31 and whenever there is an indication that an asset may be impaired. The Company assesses 
impairment by comparing the recoverable amount of an asset or CGU to its carrying value. 

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to sell.  In 
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount 
rate that reflects current market assessments of the time value of money and the risks specific to the asset. The fair 
value less cost to sell is the amount obtainable from the sale of an asset or CGU in an arm’s length transaction 
between knowledgeable, willing parties, less the costs of disposal. For the purpose of impairment testing, assets are 
grouped together into the smallest group of assets which generates cash inflows from continuing use that are largely 
independent of the cash inflows of other assets or groups of assets. 

 (m)   Share-based payments: 

For equity settled plans, the fair value of awards is estimated using the Black-Scholes option-pricing model at the 
grant date and amortized over the vesting periods. Upon exercise, consideration received on the exercise of share 
purchase options is recorded as share capital and the related amount recorded in contributed surplus reserve is 
reclassified into share capital. The amount recognized as an expense is adjusted to reflect the number of awards 
expected to vest. Awards issued under these plans that are forfeited before vesting are reversed from contributed 
surplus. For those that expire or are forfeited after vesting, the amount previously recorded in contributed surplus 
is transferred to deficit.  

 
An individual is classified as an employee when the individual is an employee for legal or tax purposes (direct 
employee) or provides services similar to those performed by a direct employee, including directors of the Company. 
Share-based payments to non-employees are measured at the fair value of the goods or services received or the fair 
value of the equity instruments issued if it is determined the fair value of the goods or services cannot be reliably 
measured and are recorded at the date the goods or services are received. 

 (n)   Earnings (loss) per share: 

The Company presents basic and diluted earnings (loss) per share for its common shares.  Basic earnings (loss) per 
share is calculated by dividing the profit or loss attributable to common shareholders of the Company by the 
weighted average number of common shares outstanding during the period.  Diluted earnings (loss) per share is 
determined by adjusting the profit or loss attributable to common shareholders and the weighted average number 
of shares outstanding adjusted for the effects of all dilutive potential common shares.  
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5. Trade and other receivables: 

  Trade and other receivables consist of the following: 

 2023 2022 
Trade receivables (net of expected credit loss of $384 (2022 - 
$400)) (note 15) 

$    8,669 $    10,008 

Government assistance receivable and other  1,713 2,213 
 $   10,382 $   12,221 

6. Inventory: 

 Inventory consists of the following: 

  December 31, 
2023 

December 31, 
2022 

Raw materials $    15,400 $    8,883 
Work in progress 1,120 2,484 
 $    16,520 $   11,367 

 
Included in the cost of sales for the year is inventory of $18,813 (2022 - $ 10,597). Inventory write-downs consisted of 
$Nil (2022 - $399). 
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7. Property and equipment: 
(a) As at December 31, 2023 $1,145 (2022 - $nil) of Marine equipment was pledged as security of a Long-term obligation (note 10).    
(b) Reconciliation of property and equipment: 

  Furniture, 
tools and  

equipment 

Computer 
equipment 

ROU asset Construction in 
progress (“CIP”) 

Leasehold 
improvements 

Marine 
equipment 

Software Total 

Cost         
Balance at January 1, 2022 $     2,414 $     1,381       $5,648 $    4,359 $ 1,759 $ 6,658 $             - $  22,219 
Additions  585 130 356 2,694 72 239 695 4,771 
Transfers from inventory 403 5    319  727 
Transfers from CIP 358 - - (1,028) - 670 - - 
Disposals - (1) - (1,648) - - - (1,649) 
Foreign exchange 51 2 (46) - 3 - - 10 
Balance at December 31, 2022 $     3,811 $     1,517       $5,958 $    4,377 $ 1,834 $ 7,886 $         695 $  26,078 
Additions  474 418 1,704 436 71 2,663 1,209 6,975 

Government assistance applied1 - - - (1,066) - - - (1,066) 
Transfers from inventory - - - - - 2,286 - 2,286 
Transfers from CIP 463 - - (463) - - - - 
Disposals - - (9) - - (1,185) - (1,194) 
Foreign exchange 36 2 32 - 3 - - 73 
Balance at December 31, 2023 $4,784 $1,937 $7,685 $3,284 $1,908 $11,650 1,904 $33,152 
Accumulated depreciation         
 
 Balance at January 1, 2022 $         726 $     379 $    1,429 

  
    $                     - $ 579 $ 426 - $   3,539 

 Depreciation  475 356 1,069 - 309 1,015 12 3,236 
Balance at December 31, 2022 $         1,201 $     735 $    2,498   $                      - $ 888 $ 1,441 12 $   6,775 
Depreciation 540 332 953 - 310 1,110 273 3,518 
Disposals - - - - - (89) - (89) 
Balance at December 31, 2023 $1,741 $1,067 $3,451 - $1,198 $2,462 $285 $10,204 
Carrying amounts         
At December 31, 2022  $     2,610 $ 782   $ 3,460  $   4,377  $     946    $  6,445 $      683    $    19,303 
At December 31, 2023  $     3,043 $ 870   $ 4,234  $   3,284  $     710    $  9,188 $     1,619    $    22,948 

 
1 Government assistance was received as an advance for the project in the prior year and applied against the equipment once approval from the 
government agency was obtained. 
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8.   Goodwill and intangible assets: 
 Reconciliation of Goodwill and Intangibles: 
 

  Trademarks 
and trade 

names 

Technology and 
trade secrets 

Customer 
contracts 

Customer 
relationships 

Non-compete 
agreements Goodwill Total 

Balance at 
December 
31, 2022 

$    973 $  4,149 $  627 $  3,575 
 

 $ 209 $  7,256 $16,789 

Additions  8 - - - - - 8 
Foreign 
exchange (1) (5) - (2)  

- 2 (6) 

Balance at 
December 
31, 2022 

$    980 $  4,144 $  627 $  3,573 
 

$  209 $  7,258 $16,791 

Impairment - - - - - (2,757) (2,757) 
Foreign 
exchange - (46) - (31)  

- 4 (73) 

Balance at 
December 
31, 2023 

$    980 $  4,098 $  627 $  3,542 
 

$  209 $  4,505 $13,961 

             
Accumulated 
depreciation  

       

 Balance at 
January 1, 
2022 

$             - $  843    $ 627 $  501 
 

$ 44 $              -  $ 2,015 

 Depreciation  - 844 - 597 105 - 1,546 
Balance at 
December 
31, 2022 

$             - $  1,687     $ 627 $ 1,098 
 

$ 149 $               - $          3,561 

Depreciation - 761 - 601 60 - 1,422 
Balance at 
December 
31, 2023 

$             - $  2,448     $ 627 $ 1,699 
 

$ 209 $               - $4,983 

        
Carrying 
amounts 

       

At December 
31, 2022 $  980 $  2,457 $             - $  2,475 $     60 $  7,258 $13,230 

At December 
31, 2023 $  980 $  1,650 $             - $  1,842 $     - $  4,505 $8,977 
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8.   Goodwill and intangible assets (continued): 
 
The aggregate carrying amount of goodwill and intangibles with indefinite useful lives allocated to each CGU was as 
follows: 
 

CGUs  2023 2022 

Katfish Systems  $          35 $          35 
Services  5,013 7,771 
Sensors and Platforms  $    5,048 $    7,806 
Power  437 432 
  $    5,485 $    8,238 

 
The Company performs impairment testing on its goodwill and intangible assets with indefinite useful lives annually at 
December 31 and whenever there is an indication an asset may be impaired. The Company assesses impairment by 
comparing the recoverable amount of an asset or CGU to its carrying value. Under the value in use approach, the recoverable 
amount is calculated based on the discounted cash flow analysis for each CGU.  
 
The significant assumptions in conducting the impairment test included performing a discounted cash flow analysis require 
significant estimation are the projected revenues, gross margin rates, maintenance and other capital expenditures, the 
discount rate based on the weighted average cost of capital (“WACC”), and terminal growth rate assumptions. 
 
The calculation of recoverable amount is most sensitive to the following assumptions: the discount rate, terminal growth 
rate, and projected revenues. The discount rates represent the current market assessment of the risks to the CGU and reflect 
the target debt-to-equity ratio. The cost of equity is derived from the expected return on investment in the Company by 
investors. The cost of equity considers the risk-free rate, market equity risk premium, size premium and risk specific to the 
CGUs, with the cost of debt based on current or observed interest rates. Terminal growth rates and future cash flows are 
based on management’s best estimate considering historical and expected operating plans, strategic plans and industry 
outlook.  
 
Sensors and Platforms: 
 

As of December 31, 2023, the aggregate carrying amount of the Company’s goodwill in Sensors and Platforms segment 
totaled $4,155 (2022 - $6,913) intangibles with indefinite useful lives with aggregate carrying amount of $893 (2022 - 
$893) and relates to the acquisition of PanGeo and 13Robotics.  
 
The Services CGU includes the acquisition of PanGeo which  provides survey services above and below the seabed using 
internal assets to third party customers. On December 31, 2023, the aggregate carrying amount of the Services CGU 
goodwill totaled $4,120 (2022 - $6,878) intangibles with indefinite useful lives with an aggregate carrying amount of 
$893 (2022 - $893). In performing the discounted cash flow in the Services CGU, a WACC of 19% was used, a terminal 
growth rate of 3% and an average estimated compounded growth rate of 15% from 2024 to 2028. As the recoverable 
amount of the Services CGU was determined to be greater than the carrying amount, no impairment loss was recorded 
Q4 2023. An  impairment loss was recorded in Q2 2023 in the amount of $2,757.   
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8.   Goodwill and intangible assets (continued): 
Power: 

 
The Power CGU related to subsea power systems. As of December 31, 2023, the aggregate carrying amount of the 
Company’s goodwill is $372 (2022- $345) and intangibles with indefinite useful lives with aggregate carrying amount of 
$86 (2022 - $87) and relates to the acquisition of Kraken Power. In performing the discounted cash flow in the Power 
CGU, a WACC of 19% was used, a terminal growth rate of 3% and an average estimated compounded growth rate of 
16% from 2024 to 2028. As the recoverable amount of the Power segment was determined to be greater than the 
carrying amount, no impairment loss was recorded in 2023 or 2022.   

9. Bank indebtedness: 

At December 31, 2023, the Company had available a $9,500 line of credit for general operating purposes (the “operating 
line”).  The operating line bears interest at the bank’s prime rate plus 2.5%, payable monthly.  As at December 31, 2023, 
a total of $7,824 (2022 - $4,309) was drawn against this facility. Security for the operating line is a general security 
agreement including accounts receivable and inventory.  Kraken Power has a €500 line of credit for general operating 
purposes. The line bears interest of 3.95%, payable monthly. As at December 31, 2023 a total of $717 (€490) (2022 - 
$652 (€450)) was drawn against this facility. The line of credit is guaranteed by a German regional economic 
development organization. Additionally, Kraken Robotics Services Ltd. had available a $1,500 line of credit for general 
operating purposes which is secured by a general security agreement, which bears interest at the bank’s prime rate 
plus 2.5%, payable monthly. As at December 31, 2023, a total of $1,110 (2022 - $1,405) was drawn against this facility. 
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 10.     Long-term obligations: 

 December 31, 2023 December 31, 2022 
Long-term note payable in the amount of €400 with a 
German regional economic development organization, due 
March 31, 2023, unsecured and bearing interest at 8.5% per 
annum.  

Loan, bearing interest at 1.4956%, in the amount of €89, 
repayable in equal installments of €1 over 72 months, and 
maturing on December 31, 2026. 

 
 
 

$    - 
 
 

66 
 
 

 
 
 

$    560 
 
 

86 
 

 
Loan, bearing interest at 1.23%, repayable in equal 
installments over 67 months plus interest, and maturing on 
September 30, 2026. 

 
705 

 
979 

Promissory Note on acquisition of PanGeo, in the amount of 
$4,000 bearing interest at 6% per annum, due July 30, 2023. 

 
- 

 
  4,287 

Loan, non-interest bearing from Atlantic Canada 
Opportunities Agency (ACOA). 

Promissory Note on acquisition of Marine equipment, in 
amount of $1,145 bearing interest at 6% per annum, 
repayable in equal monthly instalments over 24 months, 
and maturing on December 21, 2025. 

 

 
- 
 
 
 
 

1,145 

 
112 

 
 
 
 

- 

 1,916 6,024 

Less current portion of long-term obligations (813) (5,086) 

 $   1,103 $   938 

  The following tables detail the changes in long-term obligations during the period: 

  

Opening balance – January 1, 2023 $            6,024    

Proceeds from long-term obligations  1,328 

Payment of principal (5,150) 

Payment of interest (525) 

Accretion expense 207 

Foreign exchange 32 

Ending balance – December 31, 2023 $            1,916   
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11. Lease liabilities: 

Set out below are the carrying amounts of the Company’s right-of-use assets and lease liabilities and the movements 
during the twelve-month period ended December 31, 2023 and comparatives for December 31, 2022: 
 

 Right-of-use assets 
(Leased Properties) 

Lease liabilities 

As at January 1, 2022 $  4,219 $  4,577 
Depreciation expense 
Interest expense 
Payments 
Additions 

(1,069) 
- 
- 

356 

- 
327 

 (1,359) 
356 

Foreign exchange (46) (25) 
Subtotal 3,460 3,875 
Less: current portion - (853) 
As at December 31, 2022 $  3,460 $  3,022 
 Right-of-use assets 

(Leased Properties) 
Lease liabilities 

As at January 1, 2023 $  3,460 $  3,875 
Depreciation expense 
Interest expense 
Payments 
Additions 

(954) 
- 
- 

1,704 

- 
303 

 (1,282) 
1,704 

Disposals (9) (7) 
Foreign Exchange 32 43 
Subtotal 4,235 4,636 
Less: current portion - (1,840) 
As at December 31, 2023 $  4,235 $  2,796 

 
The Company’s minimum lease payments are as follows: 
 

  December 31, 2023 
Less than one year  1,840 
One to three years 
Three to five years 
Thereafter 

 
 

2,301 
495 

- 
Minimum lease payments  4,636 
Amounts representing finance charges  (767) 
Net minimum lease payments  $  3,869 
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12. Income taxes: 

The Company’s provision for income taxes differs from the amount computed by applying the combined Canadian 
federal and provincial income tax rates to net loss before income taxes as a result of the following: 

  2023 2022 

Net income (loss) before taxes $  6,322 $  (5,302) 
Statutory tax rates 30.0% 30.0% 

Income taxes (recovery) computed at the statutory rates $      1,896 $      (1,591) 

Recognition of previously unrecognized deferred tax assets - (962) 

Recognition of previously unrecognized deferred tax assets to 
reduce current tax expense 

(1,815) (399) 

Change in tax rates and rate differences (94) (225) 
Deferred tax recovery related to change in tax rates - (247) 
Other (68) 76 
Permanent differences 357 291 
Gain on extinguishment of contingent consideration (1,213) - 
Stock option expense 113 239 
Change in unrecognized deductible temporary differences 1,600 1,759 

Recorded income tax (recovery)             $        776             $        (1,059) 

 
The following deferred tax assets and liabilities are recognized in the consolidated financial statements: 
 

 2023 2022 

Deferred tax assets:       
   Non-capital losses carried forward $    1,635 $    3,287 
   Property and equipment 44 33 
   Other 26 7 
Deferred tax liabilities:   
   Property and equipment $     (498) $     (582) 
   Intangibles (508) (1,748) 
   Other (280) (15) 
  $            419  $            982 
 
The net change in deferred tax assets for 2023 includes $nil (2022 - $26 increase in liabilities) as a result of foreign 
exchange fluctuations. 
 
The Company has the following deductible temporary differences, unused tax losses and unused tax credits for which 
no deferred tax asset is recognized in the consolidated financial statements:  
 2023 Expiry date 2022 Expiry date 

Deductible temporary differences $        1,871 N/A $        4,842 N/A 
Non-capital losses that expire 43,645 2026-2043 41,515 2026-2042 
Non-capital losses that never expire 348 No expiry 495 No expiry 
Investment tax credits 1,139 2036-2043 881 2036-2041 
  $     47,003   $     47,733  
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12. Income taxes (continued): 

 
Deferred tax is not recognized on the unremitted earnings of subsidiaries and other investments as the Company is in 
a position to control the reversal of the temporary difference and it is probable that such differences will not reverse 
in the foreseeable future. The unrecognized temporary difference at December 31, 2023 for the Company’s subsidiaries 
was $4,652 (December 31, 2022 - $2,131). 
 

13. Share capital: 

Authorized:  Unlimited number of common shares 
See the consolidated statements of changes in shareholders’ equity for a summary of changes in Share capital and 
Contributed surplus for the years ended December 31, 2023 and 2022. 

The Company settled it’s contingent consideration obligation with the issuance of 4,500,000 shares during the year 
ended December 31, 2023. 

(a) Share purchase warrants 

At December 31, 2023 and December 31, 2022, the following share purchase warrants were outstanding: 

 December 31, 2023 December 31, 2022 
  

Number 
of Warrants 

Weighted 
Average 

Exercise Price 

 
Number 

of Warrants 

 
Weighted Average 

       Exercise Price 
Opening balance 9,995,000 $     0.60 10,000,000 $     0.60 
     Exercised (15,000) 0.60 (5,000) 0.60 
     Expired (9,980,000) 0.60 - - 
Ending balance - $            - 9,995,000 $     0.60 

 

(b) Share options 

The Company has a share option plan, under which the Board of Directors is authorized to grant options to 
employees, directors, officers and consultants, enabling them to acquire up to 10% of the issued and outstanding 
share capital of the Company.  The exercise price of each option is based on the market price of the Company’s 
shares as calculated on the date of grant.  The options can be granted for a maximum term of five years.  Options 
granted to investor relations consultants are subject to vesting provisions, as established by regulatory authorities, 
over a twelve-month period, with no more than ¼ vesting during any three-month period.  Vesting provisions for 
other options are determined by the Company’s Board of Directors. 

At May 3, 2022 the Company issued 3,530,000 employee options, 1,600,000 officers options and 1,200,000 directors 
options. The options have a five-year term, with vesting in four equal instalments consisting of the date of grant and 
one, two and three-year anniversaries of the initial grant.   The exercise price of the options was $0.395. 

At September 6, 2022 the Company issued 100,000 employee options. The options have a five-year term, with 
vesting in three equal instalments consisting of 6 months, one and two year anniversary of the initial grant. The 
exercise price of the options was $0.37. 

At December 7, 2022 the Company issued 400,000 director options. The options have a five-year term, with vesting 
in three equal instalments consisting of date of grant, one and two year anniversaries of the initial grant. The exercise 
price of the options was $0.57. 
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13. Share capital (continued): 

At January 30, 2023 the Company issued 75,000 employee options. The options have a five-year term, with vesting 
in four equal instalments consisting of the date of grant and one, two and three-year anniversaries of the initial 
grant. The exercise price of the options was $0.63. 

At February 27, 2023 the Company issued 100,000 employee options. The options have a five-year term, with vesting 
in four equal instalments consisting of the date of grant and one, two and three-year anniversaries of the initial 
grant. The exercise price of the options was $0.58. 

At November 20, 2023 the Company issued 400,000 director options. The options have a five-year term, with vesting 
in three equal instalments consisting of date of grant, one and two year anniversaries of the initial grant. The exercise 
price of the options was $0.495. 

 The following options were outstanding as at December 31, 2023 and 2022: 

 December 31, 2023 December 31, 2022 
  

Number 
of Options 

Weighted 
Average 

Exercise Price 

 
Number 

of Options 

 
Weighted Average 

       Exercise Price 
Opening balance 9,468,750 $     0.461 8,358,333 $     0.570 
    Granted 575,000 0.527 6,830,000 0.406   
    Exercised (453,750) 0.395 (326,250) 0.405 

Forfeiture (582,500) 0.395 (510,000) 0.560 
    Expired (1,200,000) 0.566 (4,883,333) 0.560 
Ending balance 7,807,500 $     0.458 9,468,750 $     0.461 
Options exercisable 4,577,084 $     0.485 4,380,834 $     0.520 

 
Weighted 
Average 
Exercise 

Price Expiry Date 
Number 

Outstanding 
Number 

 Exercisable 

 
Weighted Average 

Remaining 
Contractual Life 

0.50 March 17, 2024 1,000,000 1,000,000 0.21 years 
0.63  July 14, 2024 1,000,000 1,000,000  0.54 years 
0.39 November 29, 2026 25,000 - 2.92 years 

0.395 May 3, 2027 4,707,500 2,100,000 3.34 years 
0.39 September 6, 2027 100,000 33,333 3.68 years 
0.59 December 7, 2027 400,000 266,667 3.94 years 
0.63 January 30, 2028 75,000 18,750 4.08 years 
0.58 February 27, 2028 100,000 25,000 4.16 years 

0.495 November 20, 2028 400,000 133,334 4.89 years 
$   0.458  7,807,500 4,577,084 3.08 years 

 

(c) Share-based compensation 

During the year ended December 31, 2023, the Company recorded share-based compensation totaling $378 
(2022 - $797), which was expensed in operations with a corresponding increase in contributed surplus.   
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13. Share capital (continued): 
 

The weighted average fair value of the options granted during the twelve-month period ended December 31, 
2023 was $0.26. The fair values of the options granted are estimated using the Black-Scholes option pricing model 
with the following weighted average assumptions:  

 Year ended 
December 31, 2023 

Risk-free interest rate 3.71% 
Expected life of options 3.64 years 
Expected volatility 57.43%  
Weighted average share price $0.58 
Dividend yield Nil 

14.   Financial instruments: 

 Credit Risk: 

  The carrying amount of financial assets represents the maximum credit exposure.  The maximum exposure to credit risk        
at the reporting date was: 

 December 31, 2023 December 31, 2022 
Cash and cash equivalents  $       5,173 $       8,265 
Trade and other receivables 10,382 12,221 
Contract assets 9,880 4,347 
 $   25,435 $   24,833 

  The Company’s trade receivables have been aged as follows:   

 December 31, 2023 December 31, 2022 
Current $        3,240 $        5,369 
31-60 days 4,337 3,432 
61-90 days 12 137 
> 90 days 291 1,070 
 $        7,880 $        10,008 

Credit risk is defined as the Company’s exposure to a financial loss if a debtor fails to meet its obligations in accordance 
with the terms and conditions of its arrangements with Kraken. The Company is exposed to credit risk on accounts 
receivable and certain other assets through normal commercial activities. The Company is also exposed to credit risk 
through normal treasury activities on cash and cash equivalents.  Credit risks arising from normal commercial activities 
are managed with regards to customer credit risk. The Company’s customers are mainly established companies as well 
as government agencies, which facilitates risk assessment and monitoring. In addition, the Company typically receives 
substantial advance payments for contracts with customers. The Company does not hold any collateral as security. The 
credit risk on cash and cash equivalents is mitigated by the fact that the majority of the cash is held with high quality 
financial institutions in Canada, where management believes the risk of loss is low. 

Trade receivables are net of an expected credit loss. As of December 31, 2023, the amount is $384 (2022 - $400). 

 Revenues from the top three customers represented 54% of the Company’s revenue in the year ended December 31, 
2023 (2022 – top three customers represented 63% of revenue).  At December 31, 2023, 70% of the trade receivables 
balance were owing from two customers (2022 – 52% of trade receivables was owing from two customers).  
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14.   Financial instruments (continued): 

Liquidity Risk: 

Liquidity risk is the risk that the Company will encounter difficulty in meeting the obligations associated with its financial 
liabilities that are settled by delivering cash or another financial asset. The Company’s approach to managing liquidity is 
to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due. As of December 
31, 2023, the Company had a cash balance of $5,173 (2022 - $8,265). The Company’s ability to meet obligations as they 
come due is dependent on the Company’s future generation of cash from operations, ability to obtain financing and to 
manage contract negotiations with payments to be received in advance of fulfilling contracts. There can be no assurance 
that the Company will generate sufficient cash flows from operations to meet its contractual obligations as they come 
due. The failure of the Company to generate sufficient cash flows or to obtain additional financing could materially 
adversely affect the Company’s financial condition and results of operations. 

The following are the contractual maturities of financial liabilities based on the earliest date on which the Company can 
be required to repay such liabilities:  

 0-12 months 1-2 years 2-4 years Beyond four 
years 

Bank indebtedness $       9,651    $        - $             - $                -                              
Trade and other payables 17,161 - - - 
Long-term obligations 813 868 235 - 
Current tax payable 181    
Lease liabilities 1,840 1,574 1,064 158 
 $    29,646 $  2,442 $       1,299 $          158 
     

  
Market Risk: 

Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign exchange rates, 
and commodity and equity prices. 

 (a) Interest rate risk 
   At December 31, 2023, the Company has drawn $7,824, $717 and $1,110 against its operating lines of credit.  The 

drawn operating line of credit bears interest annually at bank prime plus 2.5%, 3.95% and bank prime plus 2.5% 
respectively, payable monthly. An increase (decrease) of 10% in interest would have (decreased) increased the 
Company’s net income  by approximately $47. 

    (b)   Foreign currency risk 

The Company’s exposure to foreign currency risk is limited to sales and certain purchases in USD, EUR, GBP, DKK 
and BRL.  The Company does not use any form of hedging against fluctuations in foreign exchange.     
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14.   Financial instruments (continued): 

 The Company’s exposure to foreign currency risk was as follows: 

 December 31, 2023 December 31, 2022 

Financial liabilities denominated in foreign currency:   
      Trade and other payables USD $       2,237 $       581 
      Trade and other payables GBP     2,831     1,381 
      Trade and other payables EUR 1,695 1,203 
      Trade and other payables DKK 93 120 
      Trade and other payables BRL 462 241 
       Long-term debt EUR 770  1,016  
       Bank indebtedness EUR 543 377 
Financial assets denominated in a foreign currency:   
      Trade and other receivables USD 2,419 4,697 
      Trade and other receivables GBP 3,365 2,072 
      Trade and other receivables EUR 1,027 473 
      Trade and other receivables DKK 6 6 
      Trade and other receivables BRL 1,475 21 

 
 
For the year ended December 31, 2023, with other variables remaining constant, a 10% increase (decrease) in the 
exchange rate of the US dollar, British Pound, Euro, Brazilian Real and Danish Krone to the Canadian dollar exchange rate 
would have increased (decreased) the Company’s net income (loss) by approximately $1,025 (2022 - $245). 

Fair Value: 

During the year ended December 31, 2023, there were no transfers between level 1, level 2 and level 3 classified assets 
and liabilities. The fair values of the Company’s financial instruments are considered to approximate the carrying 
amounts. 

The following table provides the disclosures of the fair value and the level in the hierarchy: 

December 31, 2023 Level 1 Level 2 Level 3 
Financial liabilities at amortized cost:    
 Long-term obligations -  1,916 - 
Financial liabilities at FVTPL:    

Contingent consideration - - - 

 

December 31, 2022 Level 1 Level 2 Level 3 
 Long-term obligations -  6,015 - 
Financial liabilities at FVTPL:    
Contingent consideration - - 8,388 
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14.   Financial instruments (continued): 

The Company provides disclosure of the three-level hierarchy that reflects the significance of the inputs used in making 
the fair value measurement. The three levels of fair value hierarchy based on the reliability of inputs are as follows: 

 Level 1: Inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities.  

 Level 2: Inputs are quoted prices in markets that are not active, quoted prices for similar assets or liabilities in 
active markets, inputs other than quoted prices that are observable for the asset or liability, or inputs that are derived 
principally from or corroborated by observable market data or other means.  

 Level 3: Inputs are unobservable (supported by little or no market activity).  

The carrying values of cash, trade and other receivables, trade and other payables and bank indebtedness approximate 
their fair values due to their short term to maturity.  

The fair values of the long-term obligations uses level 2 inputs on estimates using a discounted cash flow valuation 
technique.  

The fair value measurement for contingent consideration uses level 3 inputs based on estimates of future cash flows 
associated with the liabilities and discount rates that reflect market assessments of the performance risk which includes 
the credit risk of Company at December 31, 2023. The carrying value of the contingent consideration equals fair value 
as it is categorized as fair value through profit and loss.  

The following table shows a reconciliation from the opening balances to the closing balances of level 3 fair values: 

 
Contingent 

Consideration 

Opening balance – January 1, 2023 $  8,388 

Payment of contingent consideration in cash (2,250) 

Payment of contingent consideration in shares (2,250) 

Fair value adjustment of contingent consideration 156 

Gain on extinguishment of contingent consideration (4,044) 

Ending Balance – December 31, 2023 $  -    
 

 
As of June 30, 2023 the Company determined that PanGeo would not meet its second earnout amount as defined in 
the share purchase agreement and has reduced the fair value of contingent consideration in the amount of $4,044 in 
Q2 2023.  

15.  Capital management: 

The Company’s objectives when managing its capital are to maintain a financial position suitable for supporting its 
operations and growth strategies, to provide an adequate return to shareholders and to meet its current obligations. 

 The Company’s capital structure consists of shareholders’ equity, lease liabilities, contingent consideration, and long-
term obligations.  The Company will make adjustment to the capital structure depending on economic conditions, its 
financial position and performance.  In order to maintain or adjust the capital structure, the Company may issue new 
shares, buyback shares or pay dividends, issue debt or sell assets to reduce debt. 
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16. Revenue: 

 Disaggregation of revenues 

The following table groups the Company’s revenue based on the timing of revenue recognition for its products and 
services:  

 December 31, 2023 December 31, 2022 

Product sales – transferred at a point in time $     16,597 $     13,026 

Product sales – transferred over time 36,021 11,874 

Service revenue - transferred over time 16,963 16,008 

 $     69,581 $     40,908 
Refer to note 22 for external revenue by geographic areas. 

Contract balances 

The timing of revenue recognition may differ from the timing of invoicing to customers. The Company recognizes 
contract assets where professional services are performed or products are delivered prior to the Company’s ability to 
invoice in accordance with the contract terms, or contract liabilities when revenue is recognized subsequent to 
invoicing.  

As at December 31, 2023, contract assets, which represents amounts recognized in revenue from contracts with 
customers not yet billed was $9,880 (2022 - $4,347).  

As at December 31, 2023, contract liabilities, which represents payments received from contracts with customers for 
which the criteria for revenue recognition has not yet been met, was $10,848 (2022 - $11,817). 

The following tables detail the changes in contract assets and contract liabilities during the period.  

 Contract assets 

Opening balance – January 1, 2023 $            4,347    

Increase in unbilled from revenue recognized   21,102 

Decrease in unbilled from transfer to trade receivables and other adjustments (15,569) 

Ending balance – December 31, 2023 $   9,880  

 Contract liabilities 

Opening balance – January 1, 2023 $            11,817          
Increase in contract liabilities from payments received, excluding revenue 
recognized                           30,103 
Decreases in contract liabilities from revenue recognized                         (31,072) 

Ending balance – December 31, 2023 $  10,848    
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17. Earnings per common share: 

 December 31, 2023 December 31, 2022 

Net income (loss) $     5,546 $     (4,243) 

Weighted average number of common shares 
(basic) 206,005,362 201,214,585 

Dilutive securities:   

     Effect of share options2 1,202,609 - 

Weighted average number of diluted common 
shares 

207,207,971 201,214,585 

Basic earnings (loss) per share $       0.03 $       (0.02) 

Diluted earnings (loss) per share $       0.03 $       (0.02) 

 

18. Government assistance: 

 During the year ended December 31, 2023, the Company received government assistance, excluding the OceanVision 
project and Kraken’s Brazilian subsidiary research and development project, in the amount of $4,826 (2022 - $5,724). 
Government assistance has been classified as a reduction to Cost of sales of $nil (2022 - $142), Research and 
development expense of $802 (2022 – $3,827), Administrative expenses of $217 (2022 - $471) and Construction in 
process of $3,807 (2022 - $1,284).   

 
 The financial statements reflect a cost reimbursement under Kraken’s OceanVision project during the year ended 

December 31, 2023, including $nil (2022 – $927) in reimbursements from the Ocean SuperCluster and $nil (2022 – $488) 
in reimbursements by funding partners. Assistance related to the OceanVision project has been classified as a reduction 
to Research and development expense of $nil (2022 – $1,161), Administrative expenses $nil (2022 – $116) and 
Construction in progress of $nil (2022 – $138).   

 
 The financial statements also reflect a cost reimbursement related to Kraken’s Brazilian subsidiary research and 

development project during the year ended December 31, 2023 in the amount of $1,025. This reimbursement has been 
classified as a reduction to Research and development expenses of $1,025 (2022 - $nil). 

    
 19. Financing costs: 

 
 
 
 
 

 
2 Effect of share options is not included for 2022 as it is anti-dilutive. 

 2023 2022 
 Interest on lease liabilities $         303     $         327     
 Letters of credit and other 965 1,217 
 Accretion on long-term obligations 207 436 
 Fair value adjustment of contingent consideration 156 1,281 
 $     1,631  $     3,261 
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20.     Related party transactions: 
 
 Compensation of key management personnel including CEO, CFO, EVP Products, EVP Services and board of directors 

that occupied those positions throughout the period: 
 

 
21. Change in non-cash working capital: 
 

 2023 2022 
Decrease (increase) in trade and other receivables $      1,729 $      (6,122) 
(Increase) in contract assets (5,533) (1,648) 
(Increase) decrease in inventory (4,056) 2,883 
Decrease (increase) in prepayments 162 (167) 
Increase in trade and other payables 6,069 521 
(Decrease) increase in contract liabilities (969) 7,178 
 $     (2,598) $        2,645 

 
22. Segmented information: 
 

As of January 1, 2023 the Company has changed its internal organization to operate in two new reportable operating 
segments, being: 1) “Products” which is the design, manufacture and sale of equipment including underwater vehicle 
platforms, Synthetic Aperture Sonar and subsea power equipment; and 2) “Services” which is the provision of services 
for underwater sonar and laser scanner sensor equipment and underwater vehicle platforms.  
 
The following tables present the operations of the Company’s reportable segments as at and for the twelve months 
ended December 31, 2023 and restated comparatives for December 31, 2022: 
 

December 31, 2023 Products Services Consolidated 

Revenue $   52,618 $  16,963 $     69,581 

Cost of sales, expenses, and 
gains/losses 

$   44,978 $  18,281 $     63,259 

Segment income (loss)  $     7,640 $  (1,318) $       6,322 

Segment capital expenditures $     8,034 $       441 $       8,475 

 
 
 
 
  

 2023 2022 
 Share-based payments $         237     $         240     
  Short-term employee benefits 171 148 
  Salaries and wages 3,058 1,899 
 $     3,466 $     2,287 
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22. Segmented information: 
 

December 31, 2022 Products Services Consolidated 

Revenue $     24,900 $      16,008 $     40,908 

Cost of sales, expenses, and 
gains/losses 

$     31,839 $     14,371 $     46,210 

Segment income (loss) $    (6,939) $       1,637 $     (5,302) 

Segment capital expenditures $       2,509 $          457 $       2,966 

 
Revenues from external customers are attributed to geographic areas based on the location of the contracting 
customers.   
 
The following table sets forth external revenue by geographic areas: 

 
  2023 2022 
Asia Pacific $           8,003 $                  - 
Europe, Middle East and Africa    24,751    28,914 
North America 36,668 11,994 
Other 159 - 
 $         69,581 $      40,908 

 
For the year ended December 31, 2023, the Company had three customers that individually accounted for 11%, 19% and 
24% of revenue and for the year ended December 31, 2022, the Company had three customers that individually 
accounted for 12%, 29% and 22% of revenue. 

23. Commitments: 

(a) A commercial bank issued standby letters of credit on behalf of the Company to customers in the amount of 
US$1,208 (C$1,601) and US$830 (C$1,100) on advance guarantees secured by Export Development Canada.  The 
letters of credit expire on April 30, 2024 and November 30, 2025, respectively. 

(b) The Company applies the short-term lease recognition exemption to its short-term leases (i.e., those leases that 
have a lease term of 12 months or less from the commencement date and do not contain a purchase option). It also 
applies the lease of low-value assets recognition exemption to leases of office equipment that are considered of 
low value (i.e., below $5). Lease payments on short-term leases and leases of low-value assets are recognized as 
expense on a straight-line basis over the lease term.  The total value of these short-term lease commitments at 
December 31, 2023 is $47. 
 

24. Subsequent events: 

 Subsequent to December 31, 2023, the Company: 

(a) had stock options totaling 1,000,000 exercised, for proceeds of $500.  
(b) entered into a new standby letter of credit to its customer in the amount of US$837 ($1,109) with an expiry of 

August 31, 2024. 


	Amortization methods, useful lives and residual values are reviewed at each reporting date and adjusted if appropriate.
	(i) Research and development:
	(c) Share-based compensation



