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FORM 7 
 

MONTHLY PROGRESS REPORT 

Name of Listed Issuer:  Kontrol Energy Corp.  (the “Issuer”) 

Trading Symbol: KNR 

Number of Outstanding Listed Securities: 25,270,341 common shares and 4,421,511 
shares reserved for issuance  

Date:  February 6, 2018 

This Monthly Progress Report must be posted before the opening of trading on the fifth 
trading day of each month.  This report is not intended to replace the Issuer’s obligation 
to separately report material information forthwith upon the information becoming known 
to management or to post the forms required by Exchange Policies.  If material 
information became known and was reported during the preceding month to which this 
report relates, this report should refer to the material information, the news release date 
and the posting date on the Exchange website. 

This report is intended to keep investors and the market informed of the Issuer’s ongoing 
business and management activities that occurred during the preceding month.  Do not 
discuss goals or future plans unless they have crystallized to the point that they are 
"material information" as defined in the Policies. The discussion in this report must be 
factual, balanced and non-promotional. 

General Instructions 

(a) Prepare this Monthly Progress Report using the format set out below.  The 
sequence of questions must not be altered nor should questions be omitted or 
left unanswered.  The answers to the items must be in narrative form.  State 
when the answer to any item is negative or not applicable to the Issuer.  The title 
to each item must precede the answer. 

(b) The term “Issuer” includes the Issuer and any of its subsidiaries. 

(c) Terms used and not defined in this form are defined or interpreted in Policy 1 – 
Interpretation and General Provisions. 
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Report on Business 

1. Provide a general overview and discussion of the development of the Issuer’s 
business and operations over the previous month.  Where the Issuer was inactive 
disclose this fact. 

Closing of Debenture Offering 

In the month of January, 2018 Kontrol Energy Corp. (the “Company”) completed 

another 5 closings under its previously announced private placement offering (the 

"Debenture Offering") of units (the "Debenture Units") for gross proceeds of 

$1,026,000.  Each Debenture Unit was priced at $1,000 and consists of a $1,000 

principal amount 8% unsecured non-convertible debenture (each, a "Debenture") 

and 100 common shares (each, a "Common Share") of the Company (each 

Common Share having a deemed price of $1.20). Total gross proceeds as of 

December 31, 2017 from the Debenture Offering are $4,937,000.  The Debenture 

Offering remains open to subsequent closings as proceeds are raised.  

The Debentures will bear interest at a rate of 8% per annum, payable monthly in 

arrears and will mature on October 31, 2019. The Debentures are non-convertible 

and non-redeemable. The payment of the principal of, and interest on, the 

Debentures will be subordinated in right of payment to senior indebtedness. The 

Debentures partially comprising the Debenture Units are not listed on any stock 

exchange or market. The Debentures and Common Shares comprising the 

Debenture Units will be subject to a resale restriction of four months and one day 

from their date of issuance.  

The Company has paid a selling commission or finder's fee to certain securities 

dealers or finders not exceeding 9% of the gross proceeds from the sale of the 

Debenture Units and/or the issuance of share purchase warrants of the Corporation 

(the “Finder’s Warrants”) not exceeding 9% of the Gross Proceeds in respect to 

such sales. Each Finder’s Warrant will be exercisable to purchase one additional 

common shares of the Corporation (the “Finder’s Warrant Shares”) at a price per 

share determined by the Corporation, for a period of 1 year from the closing date. 

The use of the proceeds is to finance acquisitions of operating businesses and 

technologies in the Energy Efficiency sector as part of the Issuer’s overall growth 

strategy. 
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Kontrol Energy expands Blockchain Advisory Board and Appoints Mr. Joseph C. 

Chen 

 
On January 2, 2018 – Kontrol Energy Corp. (“Company” or “Kontrol”) further to 

its announcement in the press releases dated Nov. 1, Dec. 20 and Dec. 28, 2017 

has established a Blockchain Advisory Board that will assist the company's 

expansion into blockchain technology solutions. The company now welcomes 

Joseph C. Chen to the Advisory Board effective immediately.  

 

Mr. Chen is an electrical engineer with a strong background in radio frequency, 

digital signal processing, VLSI, complex systems, chemistry and physics. Mr. Chen 

joined Research In Motion (now BlackBerry) in 1999, becoming a senior member of 

the office of the Chief Technology Officer (“CTO”), where he was instrumental in 

many of Blackberry's key telephony innovations and patents. While at BlackBerry, 

the office of the CTO first began looking into blockchain in 2008. Since leaving 

Blackberry in 2012, Mr. Chen has focused much of his personal research on the 

state of the art in machine learning, cryptography and quantum computing, and 

their implications and applications in digitising and automating finance, and the 

protection of personal information and trust in a digital world. Currently, Mr. Chen 

is the founder and chief executive officer of Conversance Inc., a Waterloo based 

private company, focused on developing and marketing proprietary AI supported 

distributed ledger technologies. 

 

 
Kontrol Energy enters into LOI to acquire energy analytics company and 

accelerates its blockchain technology platform 

 

On January 3, 2018 the Company announced that it has entered into a Letter of 

Intent (LOI) to acquire an energy analytics company (the “Target”) which 

specializes in the application of energy software tools to analyze the management 

of complex heating, ventilation and cooling systems for large residential, 

commercial, and mission critical real estate owners. The Target provides real-
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time operational monitoring and analytics with cloud-based solutions and 

detailed asset management analytics. With more than 10 years of operating 

experience and currently installed in over 120 buildings, spanning more than 12 

million square feet of real estate, the software and related services are both 

robust and scalable. 

 

The Target’s existing customers include some of Canada’s largest owners and 

managers of large residential, commercial, and mission-critical buildings. The 

Target generates approximately $1 Million of annual revenue with normalized 

EBITDA of 20%. Approximately 60% of the revenue is annual recurring revenue. 

The transaction will be structured as an asset purchase.  

 

The purchase price for the Target is $1 million, subject to closing adjustments. No 

common shares of Kontrol will be issued as part of the transaction. The transaction 

is anticipated to close by March 31, 2018 subject to due diligence, regulatory 

approvals and satisfaction of closing conditions. 

 

 
Kontrol Energy selected to supply Real Time Energy Management (RTEM) systems 

to Ontario Education and Broader Public Sector through OECM 

 

On January 8, 2018, responding to a request for proposal for RTEM systems by 

the Ontario Education Collaborative Marketplace (OECM) in August 2017, Kontrol 

Energy Corp. submitted its proposal covering hardware, software and related 

energy management services and was recently selected as a contracted supplier. 

Kontrol Energy’s RTEM system features the use of CircuitMeter as a channel 

partner.  

 

With RTEM systems, facility managers can gain access to building energy 

consumption data at the circuit level in real time to pinpoint energy usage, 

identify areas where energy is wasted, and create opportunities to increase 

efficiency and generate cost savings. OECM is managing the process as a means 

to provide public sector facility managers with the ability to more easily contract 

with pre-screened suppliers of energy services and technology.  

 

Kontrol Energy enters into Agreement to Acquire Strategic Blockchain Software 
Firm, Enters IOTA Cryptocurrency Sector and announces $10 Million Financing 
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The Company announced that it has entered into a binding Letter of Intent (“LOI”) 

on January 31, 2018 to acquire a profitable and fast growing Blockchain software 

development firm (the “Target”) operating a successful Software-as-a-Service 

(“SaaS”) business that has demonstrated 100% recurring revenue (the 

“Acquisition”). 

The LOI contemplates that Kontrol will acquire 100% of the outstanding shares of 

the Target. Over the past 2 years, the Target has averaged revenues of 

approximately $6.0 million and generated normalized EBITDA of approximately 

$1.2 million per year. The Target has an established operating history and entered 

the blockchain software development business in 2017, attracting a growing 

portfolio of institutional customers who are seeking to integrate Blockchain and 

Distributed Ledger Technology (DLT) solutions to better manage their energy 

consumption, reduce their carbon footprint and improve overall operating 

performance and efficiency through connected devices and the Internet of Things 

(“IoT”).  

The aggregate purchase price for the Acquisition is $14,250,000, subject to 

adjustments. The initial payment to the vendors of the Target (the “Vendors”) 

consists of $8.5 million in cash (less applicable closing adjustments) and $1.5 

million payable in Kontrol common shares at a deemed price per share of $1.50 per 

share. The parties have agreed to additional incentive payments of $3.5 million in 

cash and $0.75 million in Kontrol common shares, also at a deemed price of $1.50 

per share, to be paid in 2018 and 2019 subject to the achievement of various 

performance milestones (the “Performance Milestones)”.  

 

On closing, the Vendors will also receive warrants entitling the Vendors to 

purchase up to 2 million common shares at an exercise price of $1.50. An additional 

2 million warrants are issuable on the same terms subject to certain events 

occurring.  All warrants are to have a 3-year term and will be vested over a three-

year period. 

The Target is currently developing applications using the IOTA cryptocurrency and 

developing its own tokenized crypto platform based on IOTA. The features of the 

Target’s solutions include, but are not limited to: 

• An Open Application Programming Interface (API)  
• Peer to Peer marketplace functionality for energy savings, carbon 

monetization and data analytics 
• Crypto/token/fiat wallet (allows conversion between currencies)  
• Reward system for energy conservation and corresponding carbon reduction  
• Reward system for data feeds and data analytics 
• Encrypted cyber-security  
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• In-app support system  
• Document sharing  
• Social network features  

IOTA is credited for achieving 4 major crypto milestones: zero-cost transactions, 

offline transactions, theoretically-infinite scalability, and quantum-computer-proof 

security. Of note, IOTA does not require any use of mining, making it the most 

environmentally-friendly cryptocurrency. Each transaction requires the user to 

validate two other transactions, thereby increasing the speed and efficiency of the 

network. IOTA’s technology is being adopted by leading corporations such as 

Bosch, VW, Fujitsu and others, putting Kontrol among the leading innovators 

implementing DLT in production-ready use cases, adding further value to the 

transaction for Kontrol. 

Post-acquisition, Kontrol intends to integrate the Target into the Company’s 

existing distributed energy and carbon reduction solutions.  “This transformative 

acquisition will allow Kontrol to vertically integrate Blockchain and DLT technology 

solutions across our operating platform including our three focus areas of 

Distributed Energy, Carbon Credits and the Internet of Things (IoT) via our own IoT 

device, the Kontrol EMS,” said Paul Ghezzi, CEO of Kontrol. “While many 

Blockchain technology firms are struggling to find real-world commercially viable 

use cases to grow their customer base and revenues, through this acquisition we 

will be in a unique leadership position in Canada with significant revenue and the 

ability to scale in the short and medium term.” 

Subject to the completion of the Acquisition, management anticipates pro-forma 

2018 revenue and EBITDA run rate to be approximately $20.0 million and $2.5 

million, respectively. 

Completion of the acquisition is subject to the parties completing a binding 

definitive agreement, completion of the concurrent financing described below, the 

satisfactory completion of due diligence by Kontrol, and upon the approval of the 

transaction by Board of Directors of Kontrol and appropriate regulatory approvals. 

 

Proposed $10 Million Brokered Financing 

Kontrol has entered into an agreement with Mackie Research Capital Corporation 

("MRCC" or, the “Agent”) to act as lead agent and sole bookrunner on behalf of a 

syndicate of agents, including Echelon Wealth Partners Inc., and Eight Capital, to 

raise, on a best-efforts private placement basis (the “Financing”), gross proceeds 

of up to $10.0 million in subscription receipts ("Subscription Receipts") to be 
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issued at an indicative price of $1.35 per Subscription Receipt.  Members of 

management and the board plan to participate in the financing alongside investors.  

The purchasers of the Subscription Receipts will automatically receive, for no 

additional consideration and without any action on their part, for every 

Subscription Receipt held, one unit of the Company (a "Unit") comprised of one 

common share (a "Common Share") and one common share purchase warrant 

(each a "Warrant").  Each Warrant will entitle the holder to acquire one common 

share at an exercise price of $1.93 per share for a period of 24 months following 

closing of the Financing. Provided that if, at any time prior to the expiry date of the 

Warrants, the closing price of the Common Shares on the Canadian Securities 

Exchange equals or exceeds $2.90 for 20 consecutive trading days, the Company 

may, within 15 days of the occurrence of such event, deliver a notice by way of 

news release to the holders of Warrants accelerating the expiry date of the 

Warrants to the date that is 30 days following the date of such notice (the 

“Accelerated Exercise Period”). Any unexercised Warrants shall automatically 

expire at the end of the Accelerated Exercise Period. (the “Accelerator Clause”). 

The Company has also granted to the Agent an option (the "Over-Allotment 

Option") to offer up to an additional 15% in Subscription Receipts prior to closing 

of the Financing.  

The gross proceeds from the sale of Subscription Receipts pursuant to the 

Financing will be held in escrow pending satisfaction of all conditions precedent 

to the Acquisition.  If the conditions precedent are satisfied at or before 5:00 p.m. 

(Toronto time) on the date which is 40 days after the closing of the Financing, the 

net proceeds from the sale of the Subscription Receipts will be released from 

escrow to the Company. If the conditions precedent to the Acquisition are not 

satisfied by 5:00 p.m. (Toronto time) within 60 days after the closing of the 

Financing then the purchase price for the Subscription Receipts will be returned 

pro rata to the subscribers, together with a pro rata portion of interest earned on 

the escrowed funds. 

The Company will use commercially reasonable efforts to obtain the necessary 

approvals to list the Common Shares, the Warrants and the Common Shares 

issuable upon exercise of the Warrants on the Canadian Securities Exchange 

(“CSE”). All securities issued in the Financing will be subject to a four month hold 

period from the date of closing of the Financing.   

The Subscription Receipts will be offered in all provinces of Canada, including 

Québec. Completion of the Financing is subject to certain closing conditions, 

including the receipt of all necessary approvals of the CSE. Subject to satisfaction 
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or waiver of all such conditions, closing of the Financing is expected to occur on 

or about the week of February 26, 2018.  

In addition to the Financing, Kontrol currently has cash on hand of more than $1.5 

million, providing Kontrol with up to $3.0 million in post-acquisition working capital. 

Kontrol will seek to use the cash to accelerate its blockchain platform and to pursue 

additional acquisitions and opportunities in the blockchain technology and 

cryptocurrency sector. 

 

2. Provide a general overview and discussion of the activities of management. 

 
The Company has the following directors and officers:  

Paul Ghezzi – CEO and Director 
Claudio Del Vasto – CFO and Director 
Kristian Lavereau – COO and Director 
Andrew Bowerbank – Director 
Steve Smith – Director 
Geoff LaFleur - Director 
 

3. Describe and provide details of any new products or services developed or offered. 
For resource companies, provide details of new drilling, exploration or production 
programs and acquisitions of any new properties and attach any mineral or oil and 
gas or other reports required under Ontario securities law. 

 
Kontrol Energy creates solutions and Internet of Things (IoT) enabled technologies 
designed to lower the energy consumption of buildings and optimize energy 
management while providing a corresponding reduction in Green House Gas 
(GHG) emissions. 

 
Through a disciplined mergers and acquisitions strategy, combined with organic 
growth, Kontrol Energy Corp. intends to provide market-based energy solutions to 
our customers designed to reduce their overall cost of energy and their GHG 
emissions. 
 

Kontrol’s service offerings include deep energy retrofits, implementation of 
distributed generation systems, energy analytics and carbon reduction. 

 

4. Describe and provide details of any products or services that were discontinued. 
For resource companies, provide details of any drilling, exploration or production 
programs that have been amended or abandoned. 

None. 
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5. Describe any new business relationships entered into between the Issuer, the 
Issuer’s affiliates or third parties including contracts to supply products or services, 
joint venture agreements and licensing agreements etc. State whether the 
relationship is with a Related Person of the Issuer and provide details of the 
relationship. 

 
The Company currently has retained five securities dealers to effect sales of the 
private placement of Units or to find purchasers of the units. The Corporation 
may pay a selling commission or finder’s fee to such securities dealers or finders 
not exceeding 9% of the gross proceeds from the sale of the Units, and/or the 
issuance of share purchase warrants of the Corporation (the “Finder’s Warrants”) 
not exceeding 9% of the Gross Proceeds in respect to such sales. Each Finder’s 
Warrant will be exercisable to purchase one additional common shares of the 
Corporation (the “Finder’s Warrant Shares”) at a price per share determined by 
the Corporation, for a period of 1 year from the closing date. 
 

6. Describe the expiry or termination of any contracts or agreements between the 
Issuer, the Issuer’s affiliates or third parties or cancellation of any financing 
arrangements that have been previously announced. 

None. 

 

7. Describe any acquisitions by the Issuer or dispositions of the Issuer’s assets that 
occurred during the preceding month.  Provide details of the nature of the assets 
acquired or disposed of and provide details of the consideration paid or payable 
together with a schedule of payments if applicable, and of any valuation. State how 
the consideration was determined and whether the acquisition was from or the 
disposition was to a Related Person of the Issuer and provide details of the 
relationship. 

None. 

 

8. Describe the acquisition of new customers or loss of customers. 

 
The Issuer Company continues to carry on business in the energy efficiency sector  
with a new customer base that is mainly comprised of commercial energy  
consumers.  

 

9. Describe any new developments or effects on intangible products such as brand 
names, circulation lists, copyrights, franchises, licenses, patents, software, 
subscription lists and trade-marks. 
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None. 

 

10. Report on any employee hirings, terminations or lay-offs with details of anticipated 
length of lay-offs. 

 
None. 

 

11. Report on any labour disputes and resolutions of those disputes if applicable. 

 
None. 

 

12. Describe and provide details of legal proceedings to which the Issuer became a 
party, including the name of the court or agency, the date instituted, the principal 
parties to the proceedings, the nature of the claim, the amount claimed, if any, if 
the proceedings are being contested, and the present status of the proceedings. 

 
None. 

 

13. Provide details of any indebtedness incurred or repaid by the Issuer together with 
the terms of such indebtedness. 

 

Debenture balance as at January 31, 2018 is $4,937,000.  The debenture will bear 
interest at a rate of 8% per annum, payable monthly in arrears and will mature on 
October 31, 2019. 

 

14. Provide details of any securities issued and options or warrants granted. 

 

Security Number Issued Details of Issuance Use of Proceeds(1) 

Units (Units of 
bundled securities) 

1,026 Non-brokered 
private placement of 
units (the "Units”). 
$1,000.00 per Unit 
($880.00 per 

Debenture, $1.20 
per 100 Common 
Shares  

$1,026,000 
 
Proceeds will be used to 
fund the acquisition of 
operating businesses, 

and technologies in the 
energy efficiency sector 
 

Common Shares 102,600 See above details of 
issuance 

See above use of 
proceeds 
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Common Shares 192,857 The exercising of 
previously issued 
Warrants and 
Options to purchase 
Common Shares of 
the Company at a 
price between $0.65 
- $0.85 

$155,678.45 
 
Proceeds will be used to 
fund the acquisition of 
operating businesses, 
and technologies in the 
energy efficiency sector; 
and working capital 
 

Warrants 193,500 The issuance of 
share purchase 
warrants of the 
Company (the 
Finder’s Warrants”) 
to the Finder equal 
to 9% of the 
aggregate 
subscription amount 
subscribed for by 
person introduced 
to the 
Company by the 
Finder. Each whole 
warrant will be 
Exercisable at a 
price between $0.80 
- $1.45 

Value of $242,500 
 
Working capital 

Options 648,665 The issuance of 
stock options plans 
of the Company (the 
“Options”) to 
consultants, 
directors and 
employees of the 
Company. Each 
whole warrant will 
be exercisable at a 
price between $0.80 
- $1.50 

Value of $518,799 
 
Working capital 

(1) State aggregate proceeds and intended allocation of proceeds. 
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15. Provide details of any loans to or by Related Persons. 

 

Loan from Shareholder in the amount of $80,000. 

 

16. Provide details of any changes in directors, officers or committee members. 

 
None. 

 

17. Discuss any trends which are likely to impact the Issuer including trends in the 
Issuer’s market(s) or political/regulatory trends. 

 
Cost of electricity has risen substantially across North America over the last 
decade. In addition, following the COP21 Paris Accord numerous states in the US 
and Provinces in Canada have either imposed a carbon tax policy or are in the late 
stages of creating such policies. Kontrol Energy Corp. intends to provide market 
based energy solutions to our customers designed to reduce their overall cost of 
energy while providing a corresponding reduction in Greenhouse Gas (GHG) 
emissions. 
 
 
Certificate Of Compliance 

The undersigned hereby certifies that: 

1. The undersigned is a director and/or senior officer of the Issuer and has been duly 
authorized by a resolution of the board of directors of the Issuer to sign this 
Certificate of Compliance. 

2. As of the date hereof there were is no material information concerning the Issuer 
which has not been publicly disclosed. 

3. The undersigned hereby certifies to the Exchange that the Issuer is in compliance 
with the requirements of applicable securities legislation (as such term is defined 
in National Instrument 14-101) and all Exchange Requirements (as defined in 
CNSX Policy 1). 

4. All of the information in this Form 7 Monthly Progress Report is true. 
 
Dated February 6, 2018. 
 Claudio Del Vasto  

Name of Director or Senior 
Officer 
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Signature 
 
Chief Financial Officer  
Official Capacity 
 

Issuer Details 
Name of Issuer 

Kontrol Energy Corp. 

For  Month 
End 
 
January 2018 

Date of Report 
YY/MM/DD 
 
18/02/06 

Issuer Address 
180 Jardin Drive, Unit#9, Vaughan, ON L4K 1X8  

City/Province/Postal Code 
Mississauga, Ontario 
 

Issuer Fax No. 
(     ) 

Issuer Telephone No. 
(905) 766.0400 

Contact Name 
Claudio Del Vasto 
 

Contact 
Position 
CFO 

Contact Telephone No. 
(905) 766.0400 x1002 

Contact Email Address 
admin@kontrolenergy.com   

Web Site Address 
www.kontrolenergy.com  
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