
Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION ANDRESULTS OF
OPERATIONS

This section and other parts of this Quarterly Report on Form 10-Q (“Form 10-Q”) contain forward-looking statements, within the
meaning of the Private Securities Litigation Reform Act of 1995, that involve risks and uncertainties. Forward-looking statements
provide current expectations of future events based on certain assumptions and include any statement that does not directly relate to
any historical or current fact. Forward-looking statements can also be identified by such words as “future,” “anticipates,” “believes,”
“estimates,” “expects,” “intends,” “plans,” “predicts,” “will,” “would,” “could,” “can,” “may,” and similar terms. Forward-
looking statements do not guarantee future performance and the Company’s actual results may differ significantly from the results
discussed in the forward-looking statements. Factors that might cause such differences include, but are not limited to, those discussed
in Part II, Item 1A of this Form 10-Q under the heading “Risk Factors,” which are incorporated herein by reference. The following
discussion should be read in conjunction with the Company’s Annual Report on Form 10-K for the year ended November 30, 2018 (the
“2018 Form 10-K”) filed with the U.S. Securities and Exchange Commission (the “SEC”) and the condensed consolidated financial
statements and notes thereto included in Part I, Item 1 of this Form 10-Q. All information presented herein is based on the Company’s
fiscal calendar. Unless otherwise stated, references to particular years, quarters, months or periods refer to the Company’s fiscal years
ended in November and the associated quarters, months and periods of those fiscal years. Each of the terms the “Company” and
“SDI” as used herein refers collectively to Security Devices International Inc. and its wholly-owned subsidiaries, unless otherwise
stated. The Company assumes no obligation to revise or update any forward-looking statements for any reason, except as required by
law.

Available Information

Information on the Company is available free of charge on the Company’s websites at ir.securitydii.com and by clicking “Investors” at
www.byrna.com. The SEC maintains an internet site that contains reports, proxy and information statements, and other information
regarding issuers that file electronically with the SEC at www.sec.gov. The Company periodically provides other information for
investors at ir.securitydii.com and through the Investors link at www.byrna.com. This includes press releases and other information
about financial performance, information on corporate governance, and details related to the Company’s annual meeting of
shareholders. The information contained on the websites referenced in this Form 10-Q is not incorporated by reference into this filing.
Further, the Company’s references to website URLs are intended to be inactive textual references only.

Overview and Highlights

The Company is a defense technology firm specializing in the development, production, procurement and sale of innovative non-lethal
technologies and products to the consumer, military, law enforcement and private security end markets. The Company's main product
lines are its 40MM less-lethal projectiles and the Byrna™ line of personal security devices, the Company's first products designed to
be used by civilians as well as private security professionals. The Company also sells accessories and third-party products compatible
with its Byrna line of personal security devices, and projectiles to be used with the launchers. The Company primarily sells its products
in the United States and Canada, and recently has begun offering its products for sale in South Africa. In the United States and in
Canada, the Company sells products through its online stores and through historic dealer relationships. In South Africa, the Company
sells the Byrna™ HD and related products through Dave Sheer Guns, the leading distributor of firearms and accessories in South
Africa. Dave Sheer Guns markets the Byrna™products to private security companies, gun stores and consumers.

Business Strategy

Less-lethal weapons include a wide variety of products designed to disorient, disarm, disable and deter would-be assailants, rioters,
and other malfeasants. It is the Company’s belief that the United States, along with many other parts of the world is experiencing a
significant spike in the demand for less-lethal products and that the less-lethal market will be one of the faster growing market
segments over the next decade. The less lethal market has been projected to approach 12 billion dollars per year by 2023 (Statistics
MRC. Non-Lethal Weapons – Global Market Outlook (2017-2023).
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The Company’s business strategy is twofold: (1) to fulfill the growing demand for less-lethal products in the law enforcement,
correctional services, military and security services markets, and (2) to provide civilians – including homeowners, campers, boaters,
retirees, and others whose work or daily activities may put them at risk of being a victim – with easy access to an effective, non-lethal
way to protect themselves and their loved ones from threats to their person or property.

Less-lethal Munitions

In the law enforcement, correctional services, and private security markets, the Company sells less-lethal munitions designed for
40mm rifled launchers. These less-lethal munitions include impact rounds designed to stop an individual without causing permanent
injury or death and "payload" rounds carrying a variety of payload packages such as tear gas, pepper spray, DNA marking liquids, mal-
odorants and other marking products designed to identify instigators in riot situations. The Company's flagship product in this market
is its 40mm blunt impact projectile ("BIP"), which uses patented collapsible gel head technology. The Company believes its product is
by far the best 40mm kinetic energy impact round currently on the market. The Company sells its 40mm munitions through
distributors in the US and Canada and maintains an online store for sales to government agencies. The Company also has entered into
a licensing agreement with Safariland to market the SDI patented 40mm piston driven collapsible head projectile mated to a Safaril
and aluminum casing. The parties are still in the testing phase for the resulting product. If the SDI patented 40mm piston driven
collapsible head projectile mated to a Safariland casing passes the testing regime, the Company expects Safariland to market this
product under the Def-Tec brand. The Company has also entered into an Agreement with Airtronics to supply the BIP as the standard
round to be sold with Airtronic's "Sonis" brand less lethal launcher. Airtronics focuses on military sales around the world. The
Company is working on the development of new munitions for the law enforcement market.

The Byrna™ HD

The Company recently launched the Byrna HD, the first product in its highly anticipated Byrna line of handheld personal security
devices intended to fill a perceived need in both the civilian and professional markets. The Byrna HD, which utilizes several of the
Company's proprietary patents and has over 60 custom designed parts, is designed specifically for the consumer (home defense) and
private security markets. The Byrna HD is compact, ergonomic, attractive, and easy to use.It uses proprietary CO2 cartridges to
accurately fire .68 caliber impact and chemical irritant projectiles. The Byrna HD is extremely effective at deterring, disabling, and
temporarily incapacitating an intruder or would be assailant at safe stand-off distances up to 60 feet.

In February of 2019, the Company launched its online store for the Byrna HD and held its official product launch, in conjunction with
Daytona Speedweek, where the Company was an Associate Sponsor of a race car driven by Cody Ware. Visitors to our display booth
had the opportunity to see and hold Byrna prototypes, take pictures with the Byrna Ford, meet Cody Ware, win Byrna logo apparel,
and place pre-orders. Management was very encouraged by the conversion rate at Daytona Speedweek, selling the Byrna HD or a
product bundle to approximately one out of every six people that visited the Company's booth

The Company’s primary focus this quarter has been to get the Byrna HD into serial production, fulfill backorders, and build its
inventory of Byrnas available for immediate delivery.In late March the Company began shipping limited quantities of the Byrna HD to
Dave Sheer Guns in South Africa, which is marketing the launchers to both private security companies and the general public. At the
very end of May the Company began shipments to customers in the U.S. The initial feedback from customers who received their
launchers was overwhelmingly positive. As soon as its first U.S. deliveries began, the Company began receiving re-orders of its
practice rounds and CO2 cartridges.

Q2 Capital Raise

The Company raised USD $2,080,000 during the quarter in a private placement of convertible notes and warrants in a non-brokered
private placement pursuant to Regulation D under the U.S. Securities Act of 1933 (the “Securities Act”). No sales commission or
placement fees were paid in connection with the offering. The sale of the Units was closed in two tranches, with the first tranche
closing on April 22, 2019 with the issuance of USD $1,715,265.71 in Units and the second tranche, with the issuance of USD
$364,734.29 in Units closing on May 20, 2019. The net proceeds from the sale of the Units were used to repay at maturity
US$1,035,260 (CAD $1,399,000) plus accrued interest of the Company’s Series B Convertible Secured Debentures, repaid on May 31,
2019, and for general corporate purposes and working capital.
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Subsequent Events

On June 18th the Company hit a production milestone of 1,000 units and shipped its 500th launcher to the United States. Production in
South Africa has been moved to a new facility, Roboro Industries (PTY) LTD, and 700 launchers were produced in June. The
Company expects to produce at least 2000 additional launchers by the end of the quarter. This should allow the Company to work
through its back orders and focus on new business development.

The first reviews of the Byrna HD by customers who posted on our website have been extremely positive. On July 16th, Don Porter
(aka Sootch00) released a17 minute review of the Byrna HD which included impressive live fire demonstrations illustrating the effect
of the Company’s chemical irritant rounds. Since the airing of that review on YouTube it has had over 100,000 views, and the
Company has seen a notable increase in visits to the Byrna website and a significant uptick in orders. Management is encouraged by
consumer response to the product and is in the process of planning and beginning a nation-wide marketing campaign. The Company
expects to introduce additional products in the Byrna family, including a law enforcement version and a professional edition with a
longer range of accuracy using its patented fin-tail projectiles, as well as various accessories and companion products.

Another capital raise similar to the private placement that closed in April and May is under way, with a first tranche of $2,282,500.00
of Units closed on July 22, 2019. The Company has received expressions of interest to purchase to purchase up to USD $717,500 of
additional Units and expects to close on the sale of any such additional Units on or about August 31, 2019. The net proceeds from the
sale of the Units will be used for general corporate purposes and working capital. The Company believes the cash raised during and
subsequent to the quarter (including that anticipated to be raised by August 31) will be sufficient for working capital needs for the
upcoming twelve (12) months as the company builds sales and brand awareness.

Quarter Highlights

The Company’s operating expenses increased to $709,315 for the three month period ended May 31, 2019 due primarily to the costs
associated with preparing to go into serial production on the Byrna HD. This included the costs of setting up the assembly line in
South Africa and the distribution center in Fort Wayne, IN, research, development and testing costs, improvements to the Byrna design
and performance, preparation and printing of packaging materials and enclosures, and marketing costs, including continuing to build
out the Company’s e-commerce capabilities. The Company also continued to implement a new ERP systems in the U.S., implemented
new accounting software in South Africa, and hired additional accounting and administrative support necessary to facilitate use of the
new systems.

During this period inventory rose to $587,476 and accounts payable and accrued liabilities rose to $928,103. These increases were due
largely to the Company’s preparation for serial production and shipping of the Byrna HD launcher that began at the end of the quarter.
In addition, the Company invested $151,066 during the six months ending May 31, 2019 in equipment for use in the manufacture of
the Byrna HD. The Company’s capital raise during the quarter offset a portion of these expenses and brought the cash balance to
$738,714.

There were limited sales of the Byrna HD during Q2 to offset the costs associated with bringing the product to market. The company
began shipping against back orders in April 2019 and now anticipates fulfilling all current backorders by the end of August 2019.

Going Concern

The Company has incurred a cumulative loss of $ 34,854,841 from it’s inception in 2005 to May 31, 2019. The Company has funded
operations through the issuance of capital stock, warrants and convertible debentures. The Company has started to generate revenue
from the sale of the Byrna HD and associated products. However, it still expects to incur significant losses before becoming profitable.
The Company’s future success is dependent upon its ability to raise sufficient capital or generate adequate revenue, to cover its
ongoing operating expenses, and also to continue to develop and be able to profitably market its products. There can be no assurance
that such financing will be available at all or on favorable terms. These factors raise substantial doubt about the ability of the Company
to continue as a going concern. The financial statements do not include any adjustments that might result from the outcome of this
uncertainty; such adjustments could be material.
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Significant Quarterly Information

The following represents selected information of the Company for the most recently completed financial quarter ended May 31, 2019.

  Three-  Three- 
  month  month 
  period  period 
  May 31,  May 31, 
  2019  2018 
  (unaudited)  (unaudited) 
       
 $   $   
       
Net loss for the three- month period  (718,731)  (484,309)
       
Basic and diluted loss per share  (0.007)  (0.005)
Total assets  2,782,283  1,508,194 
       
Total liabilities  2,868,175  1,825,763 
Cash dividends per share  -   -  

Results of Operations

Financial highlights (unaudited) for the period ending May 31, 2019 with comparatives are as follows:

Operating Results  For the three  For the three 
  months  months 
  ended  ended 
  May 31,  May 31, 
  2019  2018 
       
Sales $  105,769 $  138,742 
Cost of sales $  (75,284) $  (98,472)
Gross profit $  30,485 $  40,270 
Operating expenses $  (709,315) $  (399,204)
Other expenses -interest $  (88,036) $  (33,272)
Accretion $  (202,202) $  (29,363)
Change in fair value of derivative liabilities $  250,337  (62,740)
Net loss for period $  (718,731) $  (484,309)
       
Loss per share  ($0.007)  ($0.005)

 

Operating Results  For the six
months

  For the six
months

 

  ended  ended 
  May 31,  May 31, 
  2019  2018 
       
Sales $  116,876 $  166,858 
Cost of sales $  (80,833) $  (119,213)
Gross profit $  36,043 $  47,645 
Operating expenses $  (1,831,827) $  (701,027)
Other expenses -interest $  (147,426) $  (67,179)
Accretion $  (305,060) $  (58,111)
Change in fair value of derivative liabilities $  645,767 $  (61,349)
Net Loss for Period $  (1,602,503) $  (840,021)
       



Loss per Share  ($0.016)  ($0.009)

The Company’s selected information for the quarter ended May 31, 2019 (unaudited) and November 30, 2018 (audited) are as follows:

  May 31, 2018  November 30, 2018  
Total current assets  2,204,430  2,231,669 
Total assets  2,782,283  2,657,085 
Total current liabilities  2,868,175  2,332,971 
Total liabilities  2,868,175  2,500,048 
Stockholders’ (deficiency) equity  (85,892)  157,037 
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Net loss for the three months ended May 31, 2019 was $718,731 ($0.007 per share) as compared to net loss of $484,309 ($0.005 per
share) for the three-month period ended May 31, 2018.

During the quarter ended May 31, 2019, the Company expensed selling, general and administration expenses for $728,893 as
compared to $415,425 for the three-month period ended May 31, 2018, thereby reflecting increase in costs primarily in research and
development, payroll and consulting. Also refer to Quarter Highlights as detailed above.

Cash Flows

Net cash used in operations for the six months ended May 31, 2019, was $(1,251,445) as compared to $(884,132) used for the six
months ended May 31, 2018. The major components of change relate to:

The Company incurred a net loss of $1,602,503 for the six months ended May 31, 2019, as compared to a net loss of $840,021for the
prior period ended May 31, 2018. For major components of this change, refer to Quarter Highlights as detailed above.

In addition, the Company’s closing inventory increased by $460,053 for the six months ended May 31, 2019 as compared to an
increase of $21,848 in 2018. This increase in inventory represents the investment in inventory required for production of Byrna HD
devices in the subsequent period.

Net cash flow from investing activities was $(173,183) during the six-month period ended May 31, 2019 as compared to $(121,114)
for the six-month period ended May 31, 2018. The Company acquired property and equipment for $151,066 and deposited $22,117 for
equipment during the six-month period ended May 31, 2019. The Company acquired patents for $110,000 and property and equipment
for $11,114 during the six-month comparative period ended May 31, 2018.

Net Cash flow from financing activities was net inflow of $1,009,335 during the six-month period ended May 31, 2019 as compared to
net outflow of $(40,357) for the six-month period ended May 31, 2018. The increase in financing activities in 2019 was the result of
cash raised from issuance of convertible debentures for $2,045,265and repayment of ($1,035,930) of secured convertible debentures
due for repayment during the period.

There was an overall decrease in cash of $(443,673) during the six-month period ended May 31, 2019 as compared to a decrease in
cash of $(1,046,242) during the six-month period ended May 31, 2018.

Liquidity and Capital Resources

As at May 31, 2019, cash and cash equivalent was $738,714, as compared to $1,182,387 at November 30, 2018. This decrease is
mainly attributable to the combination of factors mentioned above under heading Quarter Highlights.

At May 31, 2019, the Company had a working capital deficit of $(663,745). The major components are: cash and cash equivalent
$738,714; prepaid expenses and other receivables $807,232; inventory for $587,476; accounts receivable for $71,008; derivative
liabilities for $310,539; convertible debentures for $1,590,757; deferred revenue for $38,776 and accounts payable and accrued
liabilities of $928,103.

At November 30, 2018, the Company had a working capital deficit of $(101,302). The major components are: cash and cash equivalent
$1,182,387; prepaid expenses and other receivables $901,247; accounts receivable for $18,914; inventory for $129,121; derivative
liabilities for $957,301, secured convertible debentures for $978,361 and accounts payable and accrued liabilities of $397,309.

Management is currently exploring capital resources to satisfy future debt obligations. Without additional capital SDI will not be able
to fund its anticipated capital requirements outlined above.
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Related party transactions

The following transactions are in the normal course of operations and are measured at the amount of consideration established and
agreed to by related parties.

Six months ended May 31, 2019

As of May 31, 2019, there are no amounts receivable from related parties.

As of May 31, 2019, the Company had an amount payable of $45,000 to related parties which is unsecured, non-interest bearing and
due on demand. This payable is included in accounts payable and accrued liabilities.

Effective as of October 1, 2017, the Company entered into an employment agreement (the “Employment Agreement”) with Jensen
pursuant to which Jensen serves as President and Chief Operating Officer (“COO”) and effective July 13, 2018 serves as Chief
Executive Officer (“CEO”) of the Company. Jensen resigned as CEO of the Company effective April 1, 2019. By the terms of the
Employment Agreement, Jensen will receive an annual salary of $200,000, payable as follows. For the period beginning on October 1,
2017 and ending on June 30, 2018, Jensen shall receive quarterly payments of the Company's common stock, to be issued 15 days after
the end of each three-month quarter. Commencing July 1, 2018, the Company will pay $10,000 per month in cash and the balance in
Company common stock. At such time as the Company can pay the entire salary in cash and be cash positive on an operating basis, the
entire monthly salary will be paid in cash. Jensen resigned effective April 1, 2019. The Company expensed $66,667 for the services for
the six months ended May 31, 2019 which includes an obligation of the Company to issue shares for $20,000 (see notes 4 and 7).

The Company expensed $30,000 for services provided by Rakesh Malhotra, Chief Financial Officer (“CFO”) of the Company which
was paid to a corporation in which the CFO has an ownership interest, pursuant to the consulting contract. (See note 7).

The Company expensed $43,200, which includes $25,200 for the issuance of 180,000 common shares for services, pursuant to a
consulting contract, for services provided by Thrasher (see note 4).

On April 13, 2018, the Company employed Buys as the CTO with compensation of $10,000 per month over a three-year period. The
Company expensed $60,000 during the six months ended May 31, 2019. On April 13, 2018, the Company granted options to Buys to
acquire a total of 1,500,000 common shares. The Company expensed $8,454 for the value of options which vested during this period
(see notes 4,5 and 7).

Effective June 1, 2018 the Company entered into a consulting agreement with Ganz pursuant to which Ganz serves as President of the
Company. By the terms of the consulting agreement, Ganz will be paid annually $200,000 in the Company’s common shares for his
services. The Company expensed $76,374 which includes $46,667 for issuance of 333,333 common shares and $12,500 for issuance of
convertible debentures (see note 4).

The Company expensed $74,385 for services provided for Wager, which includes $35,000 for issuance of 250,000 common shares and
$12,500 for issuance of convertible debentures (see note 4).

Effective December 1, 2017, the Company leased office premises at Wakefield, Massachusetts, USA for rent of $700 plus services per
month from a corporation owned and controlled by a director of the Company. The Company expensed $8,665 as office rent plus
services for the six months ended May 31, 2019. As of May 31, 2019, the Company has a payable for $6,997 for the rent.

Current directors and officers of the Company participated in the April 22, 2019 and May 20, 2019 financing for 271 units for total
proceeds of $270,588, of which $35,000 was issued for services rendered.

Six months ended May 31, 2018

As of May 31, 2018, there are no amounts receivable from related parties.

As of May 31, 2018, the Company had a payable of $33,333 to a related party to be settled by issuance of stock and $18,241 payable
to related parties to be paid by cash.

Effective as of October 1, 2017, the Company entered into an employment agreement with Paul Jensen pursuant to which Mr. Jensen
serves as President and Chief Operating Officer of the Company. By the terms of the employment agreement, Mr. Jensen will receive
an annual salary of $200,000, payable as follows. For the period beginning on October 1, 2017 and ending on June 30, 2018, Mr.
Jensen shall receive quarterly payments of the Company’s common stock, to be issued 15 days after the end of each three-month
calendar quarter.
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The Company expensed $27,000 for services provided by the CFO of the Company which was paid to a corporation in which the CFO
has an ownership interest, in accordance with the consulting contract. The Company expensed $78,600 (CAD $100,000) for services
provided by the CEO of the Company and which was paid to a corporation in which the CEO has an ownership interest, in accordance
with the consulting contract.

On March 27, 2017, the board of directors had granted options to the CEO to acquire a total of 1,150,000 common shares. The
Company expensed $33,468 for fair value of options which vested during this period.

On April 13, 2018, the Company employed Mr. André Buys as the CTO with compensation of $10,000 per month over a three-year
period. The Company expensed $16,667 during the six- month period ended May 31, 2018. On April 13, 2018, the Company granted
options to Mr. André Buys to acquire a total of 1,500,000 common shares. The Company expensed $2,114 for fair value of options
which vested during this period.

Effective December 1, 2017, the Company leased office premises at Wakefield, Massachusetts, USA for rent of $700 per month from a
corporation owned and controlled by a director of the Company. The Company expensed $4,200 as office rent for the six-months
ended May 31, 2018.

Off-balance sheet arrangements

The Company has no significant off-balance sheet arrangements at this time.

Subsequent events

Effective July 9, 2019, the Company appointed William B. Richards, Beatrice Mitchell and Herbert Hughes as directors of the
Company. Effective July 9, 2019, Thrasher resigned from the board of directors.

On July 22, 2019, the Company entered into a Securities Purchase Agreement (the “Agreement”) with several investors (the
“Purchasers”) and Northeast Industrial Partners, LLC as collateral agent for the Purchasers (the “Collateral Agent”) to sell a total of
$2,282,500 units, with each $1,000 of units consisting of (i) a $1,000 unsecured convertible promissory note (collectively the
“Notes”), convertible into the Company’s common stock at a conversion price of $0.15 per share, and (ii) four thousand (4,000)
warrants each exercisable for one share of common stock at an exercise price of $0.25 per share, on or before January 22, 2024.

The outstanding principal amount of the Notes accrues interest at a rate of 10% per annum, provided that, in the event of default on the
Notes, the interest rate will be 15% during the period of default. The maturity date of the Notes is June 30, 2021, which date is subject
to optional extension by each Purchaser if a change of control of the Company is announced prior to such date. Interest on the Notes is
payable in arrears on the last day of each January and July while the Notes are outstanding. The Company has the option to redeem the
Notes by paying the Purchasers the optional redemption price as described in the Notes. Each Note is convertible into common stock,
at the option of the Purchaser. Upon such optional conversion, the outstanding principal amount of the Note converts into shares of
common stock at a conversion price of $0.15 per share, subject to adjustment upon issuance of other securities as set forth in the Notes.
The Notes contain restrictive covenants which, among other things, restrict the Company’s ability to incur additional indebtedness,
grant security interests on its assets, or make distributions on or repurchase its common stock. The Notes are secured, pursuant to the
Agreement, with a security interest in substantially all of the Company’s assets.

Outstanding share data

As of August 2, 2019, the Company had 104,156,775 issued and outstanding shares of common stock.

Dividends

The Company has not, since the date of its inception, declared or paid any dividends on its Common Shares and does not currently
intend to pay dividends. Earnings, if any, will be retained to finance further growth and development of the business of the Company.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

Not applicable
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Item 4. Controls and Procedures.

(a) SDI maintains a system of controls and procedures designed to ensure that information required to be disclosed in reports
filed or submitted under the Securities Exchange Act of 1934, as amended (“1934 Act”), is recorded, processed, summarized and
reported, within time periods specified in the SEC’s rules and forms and to ensure that information required to be disclosed by SDI in
the reports that it files or submits under the 1934 Act, is accumulated and communicated to SDI’s management, including its Principal
Executive Officer and Principal Financial Officer, as appropriate to allow timely decisions regarding required disclosure. As of May
31, 2019, SDI’s Principal Executive Officer and Principal Financial Officer evaluated the effectiveness of the design and operation of
SDI’s disclosure controls and procedures. Based on that evaluation, SDI’s Principal Executive Officer and Principal Financial Officer
concluded that SDI’s disclosure controls and procedures were not effective due to the following significant deficiency:

Inherent in any small business is the pervasive problem involving segregation of duties. Since SDI has a small accounting department,
segregation of duties cannot be completely accomplished at this stage in its corporate lifecycle.

In order to correct the foregoing significant deficiency, we have taken and are taking the following remediation measures that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting:

• We have several Directors with business experience and spending time with the business.
• We have established an audit committee of our board of directors. The audit committee will provide oversight of our accounting

and financial reporting. Transactions that are complex are being referred to an outside consultant.

Accordingly, SDI’s management has added compensating controls to reduce and minimize the risk of a material misstatement in SDI’s
annual and condensed interim consolidated financial statements.

(b) Changes in Internal Controls. There were no changes in SDI’s internal control over financial reporting during the quarter
ended May 31, 2019 that materially affected, or are reasonably likely to materially affect, its internal control over financial reporting.

Part 11. Other Information

Item 1. Legal Proceedings

None
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Item 1A. Risk Factors

Additional Financing

The Company does not have adequate revenue to fund all of its operational needs and may require additional financing to continue its
operations if it is unable to generate substantial revenue growth. There can be no assurance that such financing will be available at all
or on favorable terms. Failure to generate substantial revenue growth may result in the Company looking to obtain such additional
financing could result in delay or indefinite postponement of the Company’s deployment of its products, resulting in the possible
dilution. Any such financing will dilute the ownership interest of the Company’s shareholders at the time of the financing and may
dilute the value of their shareholdings.

General Venture Company Risks

The common shares must be considered highly speculative due to the nature of the Company’s business, the early stage of its
deployment, its current financial position and ongoing requirements for capital. An investment in the common shares should only be
considered by those persons who can afford a total loss of investment and is not suited to those investors who may need to dispose of
their investment in a timely fashion. Investors should consult with their own professional advisors to assess the legal, financial and
other aspects of an investment in common shares.

Uncertainty of Revenue Growth

There can be no assurance that the Company can generate substantial revenue growth, or that any revenue growth that is achieved can
be sustained. Revenue growth that the Company has achieved or may achieve may not be indicative of future operating results. In
addition, the Company may increase further its operating expenses in order to fund increase its sales and marketing efforts and
increase its administrative resources in anticipation of future growth. To the extent that increases in such expenses precede or are not
subsequently followed by increased revenues, the Company’s business, operating results and financial condition will be materially
adversely affected.

Dependence on Management and Key Personnel

The Company is dependent on certain members of its management. The loss of the services of one or more of them could adversely
affect the Company. The Company’s ability to maintain its competitive position is dependent upon its ability to attract and retain
highly qualified managerial, specialized technical, manufacturing, sales and marketing personnel. There can be no assurance that the
Company will be able to continue to recruit and retain such personnel. The inability of the Company to recruit and retain such
personnel would adversely affect the Company’s operations and product development.

Dependence on Key Suppliers

The Company may be able to purchase certain key components of its products from a limited number of suppliers. Failure of a supplier
to provide sufficient quantities on favorable terms or on a timely basis could result in possible lost sales.

Product Liability

The Company may be subject to proceedings or claims that may arise in the ordinary conduct of the business, which could include
product and service warranty claims, which could be substantial. If its products fail to perform as warranted and it fails to quickly
resolve product quality or performance issues in a timely manner, sales may be lost and it may be forced to pay damages. Any failure
to meet customer requirements could materially affect its business, results of operations and financial condition. The occurrence of
product defects and the inability to correct errors could result in the delay or loss of market acceptance of its products, material
warranty expense, diversion of technological and other resources from its product development efforts, and the loss of credibility with
customers, manufacturer’s representatives, distributors, value added resellers, systems integrators, original equipment manufacturers
and end-users, any of which could have a material adverse effect on the Company’s business, operating results and financial
conditions.

The Company currently has general liability insurance that includes product liability coverage. There is no assurance this insurance
policy will cover all potential claims which may have a material adverse effect on the business or financial condition of the Company.
A product recall could have a material adverse effect on the business or financial condition of the Company.
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Strategic Alliances

The Company relies upon, and expects to rely upon, strategic alliances with original equipment manufacturers for the manufacturing
and distribution of its products. There can be no assurance that such strategic alliances can be achieved or will achieve their goals.

Marketing and Distribution Capabilities

In order to commercialize its technology, the Company must either acquire or develop an internal marketing and sales force with
technical expertise and with supporting distribution capabilities or arrange for third parties to perform these services. In order to
market certain of its products, the Company must either acquire or develop a sales and distribution infrastructure. In order to maximize
sales of other products, the Company may determine that it needs to either acquire or develop a sales and distribution infrastructure.
The acquisition or development of a sales and distribution infrastructure would require substantial resources, which may divert the
attention of its management and key personnel and defer its product development and deployment efforts. To the extent that the
Company enters into marketing and sales arrangements with other companies, its revenues will depend on the efforts of others. These
efforts may not be successful. If the Company fails to develop substantial sales, marketing and distribution channels, or to enter into
arrangements with third parties for those purposes, it will experience delays in product sales and incur increased costs.

Rapid Technological Development

The markets for the Company’s products and services are characterized by rapidly changing technology and evolving industry
standards, which could result in product obsolescence or short product life cycles. Accordingly, the Company’s success is dependent
upon its ability to anticipate technological changes in the industries it serves and to successfully identify, obtain, develop and market
new products that satisfy evolving industry requirements. There can be no assurance that the Company will successfully develop new
products or enhance and improve its existing products or that any new products and enhanced and improved existing products will
achieve market acceptance. Further, there can be no assurance that competitors will not market products that have perceived
advantages over the Company’s products or which render the products currently sold by the Company obsolete or less marketable.
Regardless of the Industry as a whole, the less lethal sector moves somewhat slower in the adaptation and integration of new products.

The Company must commit significant resources to developing new products before knowing whether its investments will result in
products the market will accept. To remain competitive, the Company may be required to invest significantly greater resources then
currently anticipated in research and development and product enhancement efforts, and result in increased operating expenses.

Competition

The Company’s industry is highly competitive and composed of many domestic and foreign companies. The Company has
experienced and expects to continue to experience, substantial competition from numerous competitors whom it expects to continue to
improve their products and technologies. Competitors may announce and introduce new products, services or enhancements that better
meet the needs of end-users or changing industry standards, or achieve greater market acceptance due to pricing, sales channels or
other factors. Competitors may be able to respond more quickly than the Company to changes in end-user requirements and devote
greater resources to the enhancement, promotion and sale of their products.

Regulation

The Company is subject to numerous federal, provincial, state and local environmental, health and safety legislation and measures
relating to the manufacture of ammunition. There can be no assurance that the Company will not experience difficulties with its efforts
to comply with applicable regulations as they change in the future or that its continued compliance efforts (or failure to comply with
applicable requirements) will not have a material adverse effect on the Company’s results of operations, business, prospects and
financial condition. The Company’s continued compliance with present and changing future laws could restrict the Company’s ability
to modify or expand its facilities or continue production and could require the Company to acquire costly equipment or to incur other
significant expense.
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Intellectual Property

The Company’s ability to compete effectively will depend, in part, on its ability to maintain the proprietary nature of its technology
and manufacturing processes. Although the Company considers certain of its product designs as well as manufacturing processes
involving certain of its products to be proprietary, patents or copyrights do not protect all design and manufacturing processes. The
Company has adopted procedures to protect its intellectual property and maintain secrecy of its confidential business information and
trade secrets. However, there can be no assurance that such procedures will afford complete protection of such intellectual property,
confidential business information and trade secrets. There can be no assurance that the Company’s competitors will not independently
develop technologies that are substantially equivalent or superior to the Company’s technology.

To protect the Company’s intellectual property, it may become involved in litigation, which could result in substantial expenses, divert
the attention of its management, cause significant delays and materially disrupt the conduct of its business.

Infringement of Intellectual Property Rights

While the Company believes that its products and other intellectual property do not infringe upon the proprietary rights of third parties,
its commercial success depends, in part, upon the Company not infringing intellectual property rights of others. A number of the
Company’s competitors and other third parties have been issued or may have filed patent applications or may obtain additional patents
and proprietary rights for technologies similar to those utilized by the Company. Some of these patents may grant very broad
protection to the owners of the patents. The Company has not undertaken a review to determine whether any existing third- party
patents or the issuance of any third- party patents would require the Company to alter its technology, obtain licenses or cease certain
activities. The Company may become subject to claims by third parties that its technology infringes their intellectual property rights
due to the growth of products in its target markets, the overlap in functionality of those products and the prevalence of products. The
Company may become subject to these claims either directly or through indemnities against these claims that it provides to end-users,
manufacturer’s representatives, distributors, value added resellers, system integrators and original equipment manufacturers.

Litigation may be necessary to determine the scope, enforceability and validity of third- party proprietary rights or to establish the
Company’s proprietary rights. Some of its competitors have, or are affiliated with companies having, substantially greater resources
than the Company and these competitors may be able to sustain the costs of complex intellectual property litigation to a greater degree
and for a longer period of time than the Company. Regardless of their merit, any such claims could be time consuming to evaluate and
defend, result in costly litigation, cause product shipment delays or stoppages, divert management’s attention and focus away from the
business, subject the Company to significant liabilities and equitable remedies, including injunctions, require the Company to enter
into costly royalty or licensing agreements and require the Company to modify or stop using infringing technology.

The Company may be prohibited from developing or commercializing certain technologies and products unless it obtains a license
from a third party. There can be no assurance that it will be able to obtain any such license on commercially favorable terms or at all. If
it does not obtain such a license, it could be required to cease the sale of certain of its products.

Health and Safety

Health and safety issues related to its products may arise that could lead to litigation or other action against the Company or to
regulation of certain of its product components. The Company may be required to modify its technology and may not be able to do so.
It may also be required to pay damages that may reduce its profitability and adversely affect its financial condition. Even if these
concerns prove to be baseless, the resulting negative publicity could affect the Company’s ability to market certain of its products and,
in turn, could harm its business and results from operations.
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Stress in the global financial system may adversely affect the Company’s operations in ways that may be hard to predict or to defend
against

Recent events have demonstrated that businesses and industries throughout the world are very tightly connected to each other. Thus,
events seemingly unrelated to the Company, or to its industry, may adversely affect its finances or operations in ways that are hard to
predict or defend against. For example, credit contraction in financial markets may hurt the Company’s ability to access credit when it
is needed or rapid changes in foreign exchange rates may adversely affect financial results. Finally, a reduction in credit, combined
with reduced economic activity, may adversely affect businesses and industries that collectively constitute a significant portion of the
Company’s customer base. As a result, these customers may need to reduce their purchases of the Company’s products, or there may
be greater difficulty in receiving payment for the products that these customers purchase from the Company. Any of these events, or
any other events caused by turmoil in world financial markets, may have a material adverse effect on the business, operating results,
and financial condition.

Insurance and Uninsured Risks

The Company’s business is subject to a number of risks and hazards including industrial accidents, labor disputes and changes in the
regulatory environment. Such occurrences could result in damage to equipment, personal injury or death, monetary losses and possible
legal liability. Although the Company maintains liability insurance in amounts which it considers adequate, the nature of these risks is
such that liabilities might exceed policy limits, the liabilities and hazards might not be insurable, or the Company may elect not to
insure against such liabilities due to high premium costs or other reasons, in which event the Company could incur significant costs
that could have a materially adverse effect upon its financial position.

Conflicts of Interest

Certain directors and officers of the Company are or may become associated with other companies in the same or related industries
which may give rise to conflicts of interest. Directors who have a material interest in any person who is a party to a material contract or
a proposed material contract with the Company are required, subject to certain exceptions, to disclose that interest and generally
abstain from voting on any resolution to approve the contract. In addition, the directors and the officers are required to act honestly and
in good faith with a view to the best interests of the Company. The directors and certain officers of the Company have either other full-
time employment or other business, or time restrictions placed on them and accordingly, the Company will not be the only business
enterprise of these directors and officers. Accounting for the Company's wholly owned subsidiary, Byrna South Africa Pty Ltd, is
handled by a firm whose principal is related to the Company's CTO.

Dividend Policy

The Company has not paid dividends in the past and has no plans to pay dividends for the foreseeable future. The future dividend
policy of the Company will be determined by its directors.

Lack of Active Market

There can be no assurance that an active market for the common shares will continue and any increased demand to buy or sell the
common shares can create volatility in price and volume.

Market Price of Common Shares

There can be no assurance that an active market for the common shares will be sustained. Securities of small and midcap companies
have experienced substantial volatility in the past, often based on factors unrelated to the financial performance or prospects of the
companies involved. These factors include global economic developments and market perceptions of the attractiveness of certain
industries. The price per common share is also likely to be affected by change in the Company’s financial condition or results of
operations as reflected in its quarterly filings. Other factors unrelated to the performance of the Company that may have an effect on
the price of common shares include the following: the extent of analytical coverage available to subscribers concerning the business of
the Company may be limited if investment banks with research capabilities do not follow the Company’s securities; lessening in
trading volume and general market interest in the Company’s securities may affect a subscriber’s ability to trade significant numbers of
common shares, the size of the Company’s public float may limit the ability of some institutions to invest in the Company’s securities;
a substantial decline in the price of the common shares that persists for a significant period of time could cause the Company’s
securities to be delisted from the exchange, further reducing market liquidity. If an active market for the common shares does not
continue, the liquidity of a subscriber’s investment may be limited, and the price of the common shares may decline. If such a market
does not develop, subscribers may lose their entire investment in the common shares.
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Political Regulatory Risks

Any changes in government policy may result in changes to laws affecting the sale of the Company’s products. This may affect the
Company’s ability to ship product in the future. The possibility that future governments may adopt substantially different policies, may
also affect the Company’s operations. Local governments in all countries the Company deals with issue end user certificates to
purchase or receive live ammunition from the Company. It is the decision of these countries in the Middle East, the United States,
Canada, Europe, and the Baltics whether or not they will take possession or purchase such munitions.

Risks related to the Launch of the Byrna HD and related marketing, publicity and sales

The Byrna HD is a brand-new product. Management’s statements about the anticipated production, delivery, effectiveness, legality,
performance, sales, and marketing of the Byrna™ HD, and the anticipated market response are all forward-looking. These statements
involve risks and uncertainties, and actual results may differ from current expectations. Risks and uncertainties bearing on expectations
for the Byrna HD and related NASCAR sponsorship, partnership with Rick Ware Racing, and sales to Dave Sheer Guns include
without limitation: design flaws uncovered during testing; production problems that may cause manufacturing or shipping delays,
quality problems, or cost overruns; the Company’s dependence in part or in whole on the performance of third parties including those
located outside the United States in connection with sourcing of components, distribution and resale, and logistic and assembly
services; the dependency of the Company on proprietary and other intellectual property, which may not be available to the Company
on commercially reasonable terms or at all; the impact of unfavorable legal proceedings, including intellectual property disputes; the
impact of state and local laws and regulation or changes to laws and regulations including licensing, registration, and certification laws
related to sale, possession or use of Byrna products or pepper-based defense products; the ability of the Company to manage risks
associated with its activities at a manageable cost, including complying with applicable laws and regulations, and renewing and
maintaining adequate insurance; and competition from less expensive or superior products that may be developed.

Except as required by law, SDI disclaims any intention and assumes no obligation to update or revise any forward-looking statements
to reflect actual results, whether as a result of new information, future events, changes in assumptions, changes in factors affecting
such forward-looking statements or otherwise.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

In January 2019, the Company made a share issuance to Jensen pursuant to his employment agreement. The Company issued 134,938
common shares at a price of $0.1482 per share to satisfy the payment of $20,000, due January 15, 2019.

In January 2019, the Company made a share issuance to Ganz pursuant to a consulting agreement. The Company issued 500,000
common shares at a price of $0.1482 for a total consideration of $74,100, due December 15, 2018.

In January 2019, the Company made a share issuance to a corporation owned and controlled by Thrasher, executive chairman of the
Company, pursuant to a consulting agreement. The Company issued 180,000 common shares at a price of $0.1482 for consideration of
$26,676 due January 15, 2018.

In January 2019, the Company made a share issuance to the Chief Legal Officer (“CLO”) pursuant to a consulting agreement. The
Company issued 166,666 common shares at a price of $0.1482 for a total consideration of $24,700, due January 15, 2019.

In January 2019, the Company made a share issuance to a consultant pursuant to a consulting agreement. The Company issued
134,938 common shares at a price of $0.1482 per share to satisfy the payment of $19,998 due January 15, 2019.

On April 1, 2019 the Company made a share issuance to Ganz, pursuant to his consulting agreement dated June 1, 2018. The Company
issued 333,333 common shares at a price of $0.14 per share to satisfy payment for $46,665.

On April 1, 2019 the Company made a share issuance to Wager. The Company issued 250,000 common shares at a price of $0.14 per
share to satisfy payment for $35,000.

On April 1, 2019 the Company made a share issuance to a corporation owned and controlled by Thrasher, pursuant to a consulting
agreement. The Company issued 180,000 common shares at a price of $0.14 for a total consideration of $25,200.

On May 22, 2019, the Company made a share issuance to a consultant for services. The Company issued 300,000 common shares at a
price of $0.14 per share for a total consideration of $42,000
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Item 3. Defaults Upon Senior Securities

None

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

None

Item 6. Exhibits

Exhibits

31.1 Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 for Bryan Ganz.
  
31.2 Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 for Rakesh Malhotra.
  
32 Certification pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 for Bryan Ganz and Rakesh Malhotra.

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

SECURITY DEVICES INTERNATIONAL, INC.

Date: August 2, 2019  
  
 By: /s/ Bryan Ganz
 Bryan Ganz, Principal Executive
 Officer
  
Date: August 2, 2019
  
 By: /s/ Rakesh Malhotra
 Rakesh Malhotra, Principal
 inancial and Accounting Officer
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