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Smartcool Systems Inc.
Consolidated Balance Sheets
As at June 30, 2009 and December 31, 2008

(expressed in Canadian dollars)
June 30 December 31

2009 2008
(Unaudited)

$ $
ASSETS
Current assets
  Cash and cash equivalents 498,050              2,252,857          
  Short‐term investments  352,143              25,608                
  Amounts receivable 354,914              284,675              
  Inventory 972,520              1,142,923          
  Prepaid expenses and deposits 82,592                77,331                

2,260,219           3,783,394          

Capitalized development costs (note 7) 66,601                93,241                

Property and equipment (note 5)  282,486              308,850              
‐                       ‐                     

Intangible assets (note 6) 3,867,088           4,095,541          

6,476,394           8,281,026          

LIABILITIES
Current liabilities
  Accounts payable and accrued liabilities 295,355              430,172              
  Current portion of obligations under contracts (note 8) 430,245              268,440              
  Current portion of capital leases (note 9) 18,243                17,499                
  Current portion of deferred tenant inducement 10,820                9,707                  

754,662              725,818              

Obligations under acquisition contract (note 8) 474,672 540,669              

Capital leases (note 9) ‐                       9,145                  

Deferred tenant Inducement 69,244                74,653                

1,298,579           1,350,285          

SHAREHOLDERS' EQUITY
Share capital (note 10(b)) 25,639,345         25,218,213        

Share purchase warrants (note 10(e)) 1,223,144           1,176,580          

Contributed surplus (note 10(g)) 2,661,755           2,548,113          

Deficit (24,346,429) (22,012,165)

5,177,815           6,930,741          

6,476,394           8,281,026          

Nature of operations and liquidity risk (note 1)
Commitments (note 11)
Subsequent events (note 17)

Approved by the Board of Directors "George Burnes" "Jeffrey Lowe"
George Burnes Jeffrey Lowe

See accompanying notes to the consolidated financial statements



Smartcool Systems Inc.
Consolidated Statements of Operations, Comprehensive Loss and Deficit
For the three months and six months ended June 30, 2009 and June 30, 2008

(expressed in Canadian dollars)

Three months ended June 30 Six months ended June 30
2009 2008 2009 2008

$ $ $ $
Revenue 510,844       120,373        736,400         543,036        

Cost of sales 176,527       69,057          255,437         223,191        

334,317       51,316          480,963         319,845        

Operating Expenses
Survey and testing costs ‐                182                ‐                 1,053            
General and administrative expenses 990,454       905,640        2,233,856     1,680,684    
Stock‐based compensation 9,364            101,586        107,693         342,428        
Research and development 23,538          21,750          46,068           22,782          
Amortization 152,763       77,120          302,864         155,151        

1,176,119    1,106,278     2,690,481     2,202,098    

Loss before undernoted (841,802) (1,054,962) (2,209,519) (1,882,253)

Other (income) expense

Interest expense 22,859 15,115 42,970 36,247
Interest Income (1,921) (24,997) (5,309) (81,157)
Foreign exchange loss (gain) 66,989 (5,095) 87,085 (51,625)

87,927 (14,977) 124,746 (96,535)

Loss and comprehensive loss for the period (929,730) (1,039,986) (2,334,265) (1,785,719)

Deficit, beginning of period (23,416,700) (18,387,014) (22,012,165) (17,641,281)

Deficit, end of period (24,346,430) (19,427,000) (24,346,430) (19,427,000)

Loss per share
  Basic and dilluted (0.02) (0.03) (0.06) (0.05)

Weighted average number of common
  shares outstanding ‐ basic and diluted 41,389,597 38,159,584  41,286,121 37,644,574



Smartcool Systems Inc.
Consolidated Statements of Cash Flows
For the three months and six months ended June 30, 2009 and June 30, 2008

(expressed in Canadian dollars)
Three months ended June 30 Six months ended June 30

2009 2008 2009 2008
$ $ $ $

Cash flows from operating activities
Loss and comprehensive loss for the period (929,729) (1,039,986) (2,334,264) (1,785,719)
   Items not affecting cash:
     Amortization of property and equipment 38,677 27,081 74,413 55,071
     Amortization of intangible assets 114,086 50,039 228,451 100,080
     Amortization of Research & development 13,320 ‐                     26,640 ‐                       
     Stock‐based compensation 9,364 101,586            107,693 342,428
     Deferred tenant inducement (2,260) (2,037) (4,297) (4,074)
     Accretion of obligation under acquisition contract 20,198 13,557              39,234 33,023
     Foreign exchange (gain) loss on obligations under acquisition contract 50,883 1,950                 56,575 13,992
     Other ‐               ‐                     ‐                    (9,453)

(685,460) (847,810) (1,805,555) (1,254,651)
Changes in non‐cash working capital items:
  Amounts receivable (211,775) 52,004 (70,239) (204,951)
  Inventory 143,298 (294,461) 170,403 (305,896)
  Prepaid expenses and deposits (13,632) 82,901 (5,261) (120,400)
  Accounts payable and accrued liabilities (104,990) 167,075 (134,817) 142,757

(872,558) (840,291) (1,845,468) (1,743,141)

Cash flows from financing activities
  Shares and warrants issued for cash‐net of cash issue costs 473,646      ‐                     473,646            9,654
  Shares issued on exercise of options ‐               10,050 ‐                    10,050
  Shares issued on exercise of warrants ‐               1,521,580         ‐                    1,603,105
  Repayment of obligations under acquisition contract ‐               (185,133) ‐                    (185,133)
  Repayment of capital lease obligations (4,284) (3,654) (8,401) (7,166)

469,362 1,342,843 465,245 1,430,510

Cash flows from investing activities
  Purchase of short‐term investment (352,143) ‐ (352,143) ‐
  Sale of short‐term investment 26,176 26,279              25,608 202,536
  Purchase of property & equipment (9,952) (61,065) (48,049) (90,359)
  Product developments ‐               (83,747) ‐                    (83,747)

‐               ‐                    
(335,919) (118,533) (374,584) 28,430

Increase (decrease) in cash and cash equivalents (739,116) 384,019 (1,754,808) (284,201)

Cash and cash equivalents, beginning of period 1,237,166 5,352,640 2,252,857 6,020,860

Cash and cash equivalents, end of period 498,050 5,736,659 498,050 5,736,659           

Supplementary cash flow Information (note 16)

                  See accompanying notes to the consolidated financial statements




