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NOTICE TO READER 
 

This filing amends the Management's Discussion and Analysis ("MD&A") of DataWind Inc. (the "Company") 
for the year ended March 31, 2016 that was originally filed on November 21, 2016 with securities regulatory 
authorities in Canada. This amended MD&A is dated November 24, 2016 and is filed to include on page 8 
additional disclosure regarding the resolution of the previously disclosed unresolved issue with the 
Company’s former auditor.  The only amendment to the original filing is to include this additional disclosure 
on page 8 of the amended MD&A.  
 

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF 
OPERATIONS 
 
The following is a discussion and analysis of the financial condition of DataWind Inc. at March 31, 2016 and 
results of operations for the year ended March 31, 2016 and the year ended March 31, 2015 as approved 
by the Board of Directors. 

 
This MD&A should be read in conjunction with our audited consolidated financial statements and 
accompanying notes for the year ended March 31, 2016 and March 31, 2015. References made herein to 
“DataWind”, the “Company”, “we” and “our” mean DataWind Inc. and its subsidiaries collectively, unless 
the context indicates otherwise. All amounts (including numbers of common shares, options and warrants) 
included in the MD&A are in thousands, except per share amounts or as indicated otherwise. All financial 
amounts are in CDN$ (000’s), unless stated otherwise. Other continuous disclosure filings for the Company 
are available on www.sedar.com 
 

The consolidated financial statements have been prepared on the basis of accounting principles applicable 
to a going concern.  On April 4 2016, the Company completed an equity financing resulting in net proceed 
of $2.6 million.  This, coupled with supplier credit and improved net earnings is anticipated to satisfy its 
working capital requirements for at least the next 12 months. If the going concern assumption were not 
appropriate for these consolidated financial statements, adjustments might be necessary in the carrying 
values of assets and liabilities and the balance sheet classifications.  
 
The effective date of this amended MD&A is November 18, 2016. 

 
FORWARD-LOOKING STATEMENTS 
 
This MD&A includes certain forward-looking statements that are based upon current expectations, 
which involve risks and uncertainties associated with our business and the environment in which the 
business operates. Any statements contained herein that are not statements of historical facts may 
be deemed to be forward-looking statements, including those identified by the expressions 
“anticipate”, “believe”, “plan”, “estimate”, “expect”, “intend” and similar expressions to the extent 
they relate to the Company or its management. The forward - looking statements are not historical 
facts, but reflect management’s current expectations regarding future results or events. These forward-
looking statements are subject to a number of risks and uncertainties that could cause actual results or 
events to differ materially from current expectations. The Company does not undertake or accept any 
obligation to release publicly any updates or revisions to any forward-looking statements to reflect any 
change in the Company’s expectations, except as prescribed by applicable securities laws. 

 
Key assumptions made in preparing the forward-looking statements contained in this MD&A include, 
but are not limited to, the following: 

 

 The Company will continue to successfully increase its sales volumes,  

http://www.sedar.com/
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 The Company will be able to maintain its gross margin,  

 The Company will continue to be in compliance with any local legislative changes; and  

 

HIGHLIGHTS  
The following summarizes the key items of the Company’s fiscal year ended March 31, 2016. All 
amounts are in $1,000 unless otherwise disclosed: 
 

• Revenues of $59,675 during the year ended March 31, 2016 representing an increase of 89.2% over 
the prior year.  
 

• Revenues of $17,763 during the three months ended March 31, 2016 representing an increase of 
14.6% over the three months ended December 31, 2015 and an increase of 64.1% over the three 
months ended March 31, 2015.   
 

• 1,043,514 units sold during year ended March 31, 2016 compared to 538,000 units sold during the 
previous year. 339,851 units were sold in the three months ended March 31, 2016 compared to 
184,000 during the same period last year and 250,663 during the three months ended December 31, 
2015. 

 
• Gross margin for the year ended March 31, 2016 is 29.7% up from 19.2% during year ended March 31, 

2015.   
 

 Adjusted EBITDA for the year ended March 31, 2016 is ($197) compared to EBITDA of $(11,811) for the 
year ended March 31, 2015 representing an improvement of $11,615.   

 

 Adjusted EBITDA for the quarter ended March 31, 2016 is $117 compared to $(4,975) for the quarter 
ended March 31, 2015.  

 
• The Company has focused on stabilizing its distribution channels and accounts receivable collections, 

which has improved from 163 days at December 31, 2015 to 151 days at March 31, 2016.   
 

• Our smartphones and tablets are now bundled with our proprietary internet delivery platform 
throughout India.  The Company has also filed for a license with the Government of India to operate as 
a virtual network operator, a key step in its strategy for delivering affordable internet access. 

 
• DataWind continues to establish a broader corporate footprint in new emerging markets in parallel 

with new carrier relationships. We recently announced expansion to Nigeria and we expect to extend 
our geographic presence to other African, Asian and/or Latin American countries. 

 
• The Company has experienced higher than anticipated unit sales growth in its lower priced product 

category during the last and current quarters.  This is expected to continue and may result in a lower 
average revenue per unit.  In addition, these lower priced units have a higher per unit selling cost as a 
percentage of their value resulting in increased selling expenses charged through the distribution 
channels. This is the result of the Company making a deliberate shift to the TV home shopping 
distribution channel which has lower credit risk and improved timeliness with respect to collectability.  
The Company anticipates a lower accounts receivable collection period in coming quarters as a result 
of this move coupled with reduced labor costs in the other sales channels. 

 
• DataWind has now assembled more than 1 million units in its Amritsar India, facility and will soon be 

fully operational in its second facility located in Hyderabad, India. 
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SELECTED FISCAL YEAR INFORMATION 

  

                              For the year ended March 31,  

  

 

2016   2015   

Statement of Operations Data 
 

   
 

Revenue  
 $59,675 

 
$31,543  

Gross margin 
                 17,756  29.8% 6,047  19.2% 

Operating expenses: 
                 19,431  32.5% 

                
17,137  

54.3% 

Operating loss 
                  (1,675) (2.8%)  (11,090) (35.2%) 

Net loss  
                  (5,506) (9.2%)  (11,597) (36.8%) 

Basic and diluted loss per share: 

    
 

Basic and fully diluted 
                    (0.25) 

 
 (0.57)  

 
Weighted average number of shares 
outstanding: 

    

 

Basic 
 

     22,078,868  

 

20,204,317  
 

  
   

 
Fully diluted EPS have been excluded due to their antidilutive 
nature.  

 

 

  
                                        As at March 31,  

  
2016   2015   

Balance Sheet Data 
 

   
 

Total assets 
 $39,951 

 
$32,104  

Total liabilities 
 

$30,898  

 

$17,944  
 

 

OVERVIEW 
 
DATAWIND’S BUSINESS 

We are a global leader in low-cost Internet connectivity for emerging markets. Our mission is to bring the 

Internet, which has the ability to create tremendous social and economic benefits, to billions of 

unconnected people in the developing world. Our Internet Delivery Platform offers a low cost Internet 

connectivity solution by bundling an affordable smart phone and tablet device with an inexpensive one-

year pre-paid 2G Internet browsing service plan. Our operations span four countries, including Canada, 

the United Kingdom India and Nigeria. 

Our Internet Delivery Platform represents a significant step forward in low-cost Internet connectivity. By 

utilizing cloud computing technology, we are able to reduce the amount of data from users. The 

webpages are compressed on the cloud servers before being uploaded to the user’s tablet or smartphone 

device. This architecture also protects our intellectual property as the majority of our software runs on 

the cloud-based servers and the system can only work with both the client and server components 

operating in tandem. 

 
The Internet Delivery Platform’s acceleration and data reduction are accomplished through the use of our 
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algorithms resident on the cloud-based servers. These cloud-based servers operate as a gateway between 
the primary Internet-based content server and the user. Our architecture moves webpage processing 
from the device to the cloud servers which benefit from high-speed Internet connections. The servers 
build an image in their internal memory of the page of interest. They then compress the image, 
prioritizing the section of the image being viewed on the user’s device. Our technology does not compress 
audio and video. The resulting selection and compression can reduce the amount of data being 
transmitted over the cellular network, with a corresponding increase in speed and reduction in cost of 
cellular data transmission. 

Without this technology, it would be time consuming and costly to access the Internet using 2G mobile-

cellular infrastructure due to the relatively slow download speeds available on these networks combined 

with the growing size of modern day webpages. Additionally, the cost of data usage in the developing 

world is high relative to average income levels. However, given the reduction in data usage using our 

Internet Delivery Platform, the user may use the 2G mobile-cellular infrastructure to achieve a basic 

internet browsing experience that excludes video streaming. 

 

The technology shifts a significant amount of processing power that would otherwise be executed by 

tablet or smartphone device to the cloud server. The receiving device has only to decompress the 

transmitted image, which requires less computing power than a normal web rendering. The device can 

then operate with a lower specification including a less expensive processer, lower cost memory and 

longer battery life. As a result, the device can display webpages with a significantly reduced hardware 

capability requirement resulting in a lower production cost. 

 

Our Internet connectivity solution is a combination of our data compression technology, the ability to 

create low-cost devices, and our ability to resell data as a result of our data distribution agreement with 

Reliance Communications, a leading Indian telecom company. There is no capacity limitation under the 

agreement with Reliance. Together, these factors allow us to offer what management believes is the 

world’s lowest cost Internet connectivity solution available today. 

 

RESULTS OF OPERATIONS 
Summary of Fourth Quarter Results 
(In Canadian $’000) 
 

The Company reported revenue of $17,763 for the quarter ended March 31, 2016 (March 31, 2015: 

$10,825) as compared to $15,501 for the quarter ended December 31, 2015 (December 31, 2014: $8,541) 

showing an increase of $2,262 (2015: 2,284).  

 

The Company reported gross margin from continuing operations of $6,246 for the quarter ended March 

31, 2016 (March 31, 2015: 2,696) as compared to $4,552 for the quarter ended December 31, 2015 

(December 31, 2014: $1,520) showing an increase of $1,694 (2015: 1,176). 

 

 The Company reported net loss $1,804 in quarter ended March 31, 2016 (March 31, 2015: $4,676) as 

compared to $509 in quarter ended December 31, 2015 (December 31, 2014: $2,012) showing an 

increase in loss of $1,295 (2015: 2,664).  

 

The net loss for the quarter ended March 31, 2016 compared to quarter ended December 31, 2015 can be 

attributed to increase in gross margin $1,694, increase in operating expense $2,634 & increase in finance 

expense $328. 

 

The increase in operating expense in March 31, 2016 compared to December 31, 2015 is mainly due to an 
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increase in general and administrative expenses of $2,813. This is primarily attributable to an increase of 

postage and courier and other utilities in India of $400, $1,090 in selling and marketing costs of which a 

significant portion is related to sales commission in link with the higher sale of lower priced units through 

TV home shopping distribution channel, $533 bad debts and $240 amortization of deferred assets in 

India.  

 

Interest on the syndicated debt used to finance working capital as well as interest paid to Chinese 

manufacturers for extended payment terms amounted to approximate $1,187.  Legal and professional 

fees of $375 have been recorded during the period and the Company has recorded government support 

of $896 from Scientific Research and Experimental Development (SRED) & Industrial Research Assistance 

Program (IRAP) against its research & development costs.  

 
Summary of Unaudited Quarterly Results 

The following table sets forth unaudited summary results of operations for the past eight quarters.  The 

information for the fiscal period ended June 30, 2014 and all subsequent quarters has been taken from our 

unaudited condensed consolidated interim financial statements that, in management’s opinion, have been 

prepared on a basis consistent with the unaudited condensed consolidated interim financial statements for 

the fiscal period ended March 31, 2016. The unaudited quarterly results of DataWind UK Plc (the 

predecessor Company) have been restated in CAD$. 

 
Three month periods ended 

 
Mar-31 Dec-31 Sep-30 Jun-30 Mar-31 Dec-31 Sep-30 Jun-30 

 
2016 2015 2015 2015 2015 2014 2014 2014 

Revenues  $17,762  $15,501 $14,015 $12,397 $10,825 8,541 $6,712 $5,465 

Cost of revenues  (11,517) (10,949) (10,066) (9,387) (8,129) (7,021) (5,679) (4,666) 

Gross margin      6,245  4,552 3,949 3,010 2,696 1,520 1,033 799 

Operating exp.     (6,835) (4,202) (5,141) (3,253) (6,916) (3,469) (4,265) (2,262) 

Operating (loss)/profit      $(590) $350 $(1,192) $(243) $(4,220) $(1,949) $(3,232) $(1,463) 

Finance income (27) - 1 20 52 36 37 (24) 

Finance expense (1,187) (859) (814) (965) (507) (99) (2) (224) 

Net loss $(1,804) $(509) $(2,005) $(1,188) $(4,675) $(2,012) $(3,197) $(1,711) 
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SUMMARY OF RESULTS FOR THE YEAR ENDED MARCH 31, 2016 COMPARED TO THE YEAR ENDED 
MARCH 31, 2015 

 
The following table sets forth a summary of key earnings information from our consolidated financial 
statements for the year ended: 

 
2016 

 
2015 

 
Variance 

 
% 

   
 

    Revenue   $     59,675  
 

 $ 31,543  
 

 $        28,133  
 

89.2% 

Cost of goods sold         41,919  
 

    25,496  
 

           16,423  
 

64.4% 

Gross profit         17,756          6,047  
 

           11,710  
 

193.6% 

   
 

    Gross Margin Ratio 29.8% 
 

19.2% 
 

   

Operating expenses: 
  

 
    Research and development             632  

 
      2,370  

 
         (1,738) 

 
(73.3%) 

Administration cost         17,648  
 

    13,867  
 

          3,781  
 

27.3% 

IPO transaction costs                -    
 

1,688  
 

         (1,688) 
 

(100.0%) 

Foreign exchange translation (gain)/ loss             1151   (788)            1,776   (246.1%) 

Total operating expenses         19,431        17,137  
 

             2,131  
 

13.4% 

   
 

    Operating loss          (1,675) 
 

 (11,090) 
 

             9,579  
 

(84.9%) 

Finance and other income               (6)  
 

        124  
 

           (130) 
 

  (104.8%) 

Finance expense          (3,825) 
 

       (631) 
 

           (3,194) 
 

506.2% 

Net loss          (5,506)     (11,597) 
 

       6,255  
 

(52.5%) 

Unrealized Foreign exchange translation 
gain/(loss)             109  

 
         383 

 
              (274) 

 
(71.5%) 

Comprehensive loss  $(5,397)   $(11,214) 
 

 $          5,981  
 

(51.9%) 

Basic and diluted net loss per share $ (0.25)  $ (0.57)     

 
DataWind converts foreign currency-denominated transactions related to the consolidated statement of 
loss and comprehensive loss at the average exchange rates for the year.  As such, changes in the exchange 
rate between the Great Britain Pound, the Canadian dollar and the Indian Rupee can have an impact on the 
reported results for each fiscal year.   
 
Revenues 
 
Revenue for the year ended March 31, 2016 was $59.7 million as compared to $31.5 million for the prior 
year, an increase of 89.2% or $28.2 million. The Company has grown in a number of areas including sales 
regions, carriers, relationships with channel partners, and has broadened its product mix. The Company 
has started selling in Nigeria and more recently has shifted it sales towards TV home shopping as a primary 
sales channel which is expected to reduce the accounts receivable collection period and increase demand 
for low cost hardware.  The Company introduced smart phones in March 2015 into its product mix; 
however, tablets remain its primary form factor to couple with its proprietary internet delivery solution.   
DataWind is the largest seller of tablets in India today.  Management believes this sales growth is an 
affirmation of the Company’s strategy that our core product offering is addressing the affordability 
challenge facing our target market.   
 
While the shifts towards TV home shopping channel has increased the Company’s dependency on several 
key customers, benefits will include improved collection, reduced credit risk, and a reduction in labor 
required to support more than 10,000 retail partner locations.  
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The location of the customer determines the geographic areas for revenue. 

 

 2016   2015  

India 96.2%           57,407  
 

25,469  80.7% 

Africa 2.5% 1,483  - 0.0% 

North America 1.0%            618  
 

       5,076  16.1% 

Other 0.3%              168  
 

           998  3.2% 

Total 
 

          59,676         31,543   

 
In the Company’s default status report filed with the principal regulator on September 6, 2016, reference 
was made to an unresolved accounting issue with the former auditor, who did not complete their audit.  
Prior to its termination, the former auditor did not complete sufficient work to conclude on the appropriate 
accounting treatment for the recognition of revenue for one channel partner. The impact of this accounting 
treatment would have been to defer the recognition of these sales until the cash had been 
received.  DataWind has maintained that its application of accounting principles is correct and in line with 
IAS 18. This item has been thoroughly reviewed by the successor auditor, who concluded that the Company 
has appropriately recorded these transactions in accordance with international accounting standards.   The 
auditor has issued its report, which expressed an unmodified opinion that the consolidated financial 
statements present fairly, in a material respects, the financial position of the Company as at March 31, 2016 
and its financial performance and its cash flows for the year then ended in accordance with International 
Financial Reporting Standards.  
 
Gross Margin 
 
The Company’s cost of revenues is comprised of a number of elements which vary directly with the level of 
revenues such as the cost of products manufactured by third parties, product assembly in India, shipping 
charges, and some charges which do not vary significantly with the level of revenues. 
 
Gross margin for the year ended March 31, 2016 was 29.8% as compared to 19.2% for the last year ended 
March 31, 2015, an increase of 10.6%.  Hardware margins are expected to stabilize in the 25% to 30% while 
increased internet service sales should allow the overall margin to continue to rise. 
 
The Company holds debt in a syndicated debt facility which it uses to finance purchases from its suppliers.  
Tablet Investments Ltd and Tablet (Guernsey) Investments Ltd were acquired during the year ended March 
31, 2015. These entities were previously independent of DataWind. The acquisition of these syndicated debt 
holding companies finalized the integration of these charges into the Company’s consolidated financial 
statements and resulted in an improved margin. Both these entities have an independent board of 
directors. The Company is in active negotiations with representatives of these entities and their lenders, the 
status of the debt and repayment terms are uncertain. A more detailed discussion on the current status of 
the negotiations is provided under “Risk Factors”. 
 

The improvement in margin is primarily attributable to several factors: 
1. Management continues to improve its ability to assess product mix and ensure that it has the right 

product in inventory to meet channel requirements thus minimizing the occurrence of filling orders 
with product that exceeds the ordered specifications, and; 

2. Assembly of tablets and smartphones in India reducing import duties. 
 
Operating Expenses 
 
Research and development expenses for the year ended March 31, 2016 decreased by $(1.73) million or 
(73.3%) to $632 as compared to $2,370 for the previous year.  The decrease in R&D spending can be 
primarily attributed to Scientific Research and Experimental Development (SR&ED) and Industrial Research 
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Assistance Program (IRAP) recoveries of $896. Further, the Company used to acquire research services 
from related parties prior to the IPO in July 2015 which had a cost of $432. No such services are taken since 
IPO in July 2015. 
 
General & administrative expenses for the year ended March 31, 2016 increased by $3,781 or 27.3%, as 

compared to the previous year.  The Company ramped up its call center operations in India, expanded its 

sales team, increased retail store support and increased sales commission to TV home shopping channels. 

The increase in salaries is primarily attributable to an increase of $750 in Canadian administration and 

purchasing salaries and $1,700 related to channel management and logistical support. The selling and 

marketing increase is primarily attributable to $3,224 sales incentive, related to TV home shopping 

distribution channel. Lower priced units attract a higher selling and marketing cost as a percentage of 

selling price. The higher selling costs are associated with the TV home shopping channel, as the Company 

experiences a higher concentration of sales through this channel it will reduce its labor costs required to 

support the other distribution channels however there may be a lag of one to two quarters as the 

Company adjusts the balance of these costs. 

 
 Year ended March 31, 

 
2016 2015 

Salaries $6,130 $3,394 

Selling and marketing   5,113   2,423 

Travel 1,248    1,182    

Legal and professional 1,307 819 

Depreciation of property and equipment     87     67 

Amortization 240 30 

Bad debt       833       25 

Share based compensation     182     511 

Other 2,508     5,416 

 
17,648 $13,867 

Foreign Exchange Gain (Loss) 
 
Foreign exchange gains and losses include realized and unrealized gains and losses on foreign 
exchange, including those that arise as a result of converting assets and liabilities denominated in 
currencies other than the functional currency of the entity at the balance sheet date and realized gains 
or losses arising from the settlement of these balances during the period. 
 
During the year ended March 31, 2016, the Company recorded an unrealized foreign exchange gain of 
$109 as compared to $383 for the previous year. This was primarily due to the fluctuation of the 
Canadian dollar against both the British pound and the Indian Rupee.   
 
Income Taxes 
There are no income taxes currently payable or recoverable by the Company or its subsidiaries. 
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Loss per Common Share 
The table below presents the basic and diluted loss per common share for each of the comparative 
fiscal periods. 

  
 Year Ended March 31,  

  
2016 

 
2015 

     Net loss for the year 
 

 $  (5,506) 
 

 $  (11,597) 

Net loss per share 
    Basic 

 
 $  (0.25) 

 
 $  (0.57) 

Weighted average number of shares outstanding 
    Basic and Fully diluted(000) 

 
        22,079  

 
        20,204  

 
Fully diluted Earnings per share (EPS) have been excluded due to the net loss from continuing 
operations, financial instruments, including warrants and options that have an anti-dilutive effect in the 
loss per share calculation because of their anti-dilutive nature. 

 
On July 8, 2014, DataWind UK, completed a reverse takeover of the Canadian entity DataWind Inc. and 
concurrently consolidated its share capital on a 10:1 basis and issued 6,316,000 new shares for gross 
proceeds of $30.1M. This amount does not include the issuance costs of $5.4M. In addition, 234,889 
existing special warrants were exchanged for common shares of DataWind Inc. on a 1:1 basis (see 
consolidated statement of changes in equity). In addition, warrants were exercised in December 2014 & 
November 2015 adding an additional 75,000 & 53,625 shares.  As at March 31, 2016, there are 22,111,248 
common shares outstanding. 
 
Warrants 
Each warrant entitles the holder to purchase one common share of the Company. The Company’s 
outstanding warrants at March 31, 2016 are 2,752,639 (March 31, 2015 - 3,662,101). During the year 
53,625 (536,250 warrants per 10:1 consolidation) were exercised for $54. 
 
Option Plan  
The Company’s share option scheme (the “Scheme”) was approved on July 14, 2008. Under the Scheme 
the remuneration committee recommend the granting of options to employees of the Company subject to 
achieving various performance determined by the board of directors. Options are granted with a fixed 
exercise price and have a contractual life of 10 years and vesting period of 3 years. Options were valued 
using the Black-Scholes option pricing model. Options will be settled by issuing equity shares of the 
Company. 
 
As at March 31, 2016, there are 22,111,248 common shares, 3,290,180 options and 2,752,639 warrants 
outstanding. 

 

Share 

 

Options 

 

Warrants 

Before IPO April 1, 2014 (10:1) consolidation  15,431,734  
 

    2,189,190  
 

    3,228,664  

Special warrants issued Q1 2015                                                                 -                              
                                  

- 
 234,889 

Strategic advisory warrants                       -  
 

- 
 

       508,438  

Special warrants converted to common  
shares July 7, 2014 

 
234,889   

                                    
-  

  
 (234,889)                     

Issued in IPO July 7, 2014 6,316,000  
 

- 
 

-  

Granted during fiscal year 2015      -  
 

       823,389  
 

                     -  

Expired during fiscal year 2015 -  (67,467)  - 
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Exercised during fiscal year 2015 75,000  -  (75,000) 

Total as at March 31, 2015 22,057,623  2,945,112  3,662,102 

Correction -  67,467  - 

Granted during fiscal year 2016 -  296,000                      - 

Expired during fiscal year 2016 - 
 

(18,399)        
 

    (855,838)  

Exercised during fiscal year 2016 53,625  -  (53,625) 

Total as at March 31, 2016   22,111,248 
 

3,290,180      
 

    2,752,639  

Financing of April 4, 2016 1,495,000  -  837,200 

Total as at June 29, 2016 23,606,248  3,290,180  3,589,839 

  

After year end, the Company completed a $2.99 million bought deal financing (the “2016 Financing”) with 
Haywood Securities Inc. (“Haywood”). A total of 1,495,000 units (the “Units”) were issued at a price of 
$2.00 per Unit for total aggregate gross proceeds to us of approximately $2,990. Each Unit consisted of one 
Common Share and one-half of one common share purchase warrant (each whole common share purchase 
warrant, a “2016 Warrant”). Each 2016 Warrant entitles the holder thereof to acquire one Common Share 
at an exercise price of $2.80 for a period of twelve months following closing of the 2016 Financing.  

 

ADJUSTED EBITDA 

Adjusted net loss before interest, taxes, depreciation, amortization and foreign exchange (“Adjusted 
EBITDA”) is a non-IFRS measure and excludes finance costs, interest income, foreign exchange, income tax 
expense or recovery, depreciation and amortization and income and expenses of a non-recurring, unusual 
or one-time nature. Adjusted EBITDA is a measure used by management, the retail industry and investors 
as an indicator of the Company’s operating performance, ability to incur and service debt, and as a 
valuation metric. While Adjusted EBITDA is a non-IFRS measure, management believes that it is an 
important indicator of operating performance because it excludes the effect of financing and investing 
activities by eliminating the effects of interest and depreciation and removes the impact of certain non-
recurring items that are not indicative of our ongoing operating performance. Therefore, management 
believes Adjusted EBITDA gives investors greater transparency in assessing the Company’s result of 
operations. 

 

These measures do not have any standardized meaning prescribed by IFRS and therefore may not be 
comparable to similar measures presented by other reporting issuers. Adjusted EBITDA should not be 
considered in isolation or as an alternative to measures prepared in accordance with IFRS. 
 

A reconciliation of the Company’s quarterly net loss to Adjusted EBITDA is outlined in the following 
table: 

(in CAD "000" except per share amounts) 
Mar, 

 2016 
Dec, 

 2015 
Sep, 

 2015 
Jun, 

 2015 
Mar, 

 2015 

Net loss  $(1,804)  $(509)  $(2,005) $(1,188) $(4,676) 

Depreciation/amortization expenses  265  25  21  16          33  

Extended payment finance (i) 564  344  370  547  -  

Finance costs  623  516  444  418  306  

Finance and other income  27  -     (1)  (20)  (76) 

Foreign exchange translation (gain)/loss 442   (269) 1,176   (198)  (562) 

Adjusted EBITDA (ii) 117  106  5   (425) (4,975) 

Adjusted EBITDA loss per share  $0.01   $0.00   $0.00   $(0.02)  $(0.20) 
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(i) Extended Payment Finance represents finance cost paid to Chinese manufacturer or its financing agent for  the extended 
payment terms for material. 

(ii) Adjusted EBITDA is a measure used by management, the retail industry and investors as an indicator of the Company’s 
performance, ability to incur and service debt and as a valuation metric. Adjusted EBITDA is a non-IFRS measure. 

 
Adjusted EBITDA in Q4 2016 was $117, as compared to $106 in Q3 2016 and ($4,975) in Q4 2015, an 
improvement of $11 and $5,093 respectively.  The Adjusted EBITDA in Q4 2016 increased by 11% as 
compared to Q3 2016 mainly due to 37% improvement in Gross profit coupled with 231% improvement in 
Research and development cost in Q4.  The net loss increased in Q4 2016 by $1,295 compared to Q3 2016 
and decreased by $2,872 when compared to Q4 2015. Extended payment finance increased in Q4 2016 by 
$221 compared to Q3 2016 and increased by $564 compared to Q4 2015. Other finance costs increased by 
$108 in Q4 2016 compared to Q3 2016 and by $117 in Q4 2016 compared to Q4 2015. 
 
OUTLOOK 

Since May 2013, sales have been primarily composed of Internet-enabled tablet devices and mobile 

phones sold in India through our call center and online distribution channels. In recent quarters, we have 

sought to diversify our distribution network to include third-party e-commerce websites, various television 

home- shopping networks, and traditional “brick and mortar” retail locations.  Television home 

shopping is our most popular sales channel today.  We expect continued growth in sales of our 

tablet devices, with a growing portion of sales coming from smartphone sales through these new 

distribution channels. 

 
In early fiscal 2014, we launched a low-cost 2G Internet service plan in India, offering our new devices with 

bundled, one-year prepaid Internet browsing in regions of India covered by our data distribution partner’s 

networks. During last quarter of fiscal 2017, we expect to roll out a no-contract, pre-paid, non-bundled 

services plan to our existing Indian user base and consider expanding our growth by offering our software 

delivery platform to third party hardware providers. As our Internet subscriber base grows, we expect to 

begin generating advertising revenues. This decoupling of hardware and software sales should allow this 

segment of the business to grow independently of working capital availability. 

  

Demand for Internet connectivity in developing countries continues to increase. We have proven our 

concept in India and resolved logistical issues related to sales in developing countries. We recently 

announced expansion to Nigeria and we expect to extend our geographic presence to other African 

countries, Asian countries and/or Latin America, where similar socioeconomic drivers exist to suggest an 

acceptance of our products and Internet delivery model as working capital permits. 

 

The Company continues to partner with educational providers and believes that its unique solution can 

provide significant support to that sector. 

 

More recently we have seen growth in the demand for smart phones and we have accommodated our 

product mix to ensure that we offer an appropriate product in each form factor and price point; however, 

Tablet sales continue represent the majority of the Company’s hardware sales.  In 2016 DataWind became 

and continues to be India’s largest seller of tablets. 

 

Although we have not yet launched our device independent data offerings we have made significant 

progress during the quarter and expect to launch shortly.  We have successfully conducted focus groups 

(usability marketing) with rural farmers and our carrier partner.  We have been conducting extensive field 

testing and have completed our carrier integration which has taken longer than expected.  

 

The regulatory environment in India has significantly improved in this last quarter with the Indian 

government announcing a mobile virtual network operator (MVNO) policy which paves the way for an 
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easier implementation of our business model.  We have applied for a license under this program and expect 

to get the license in Q3 of financial year 2016-2017. The launch of our proprietary internet browser will 

allow additional recurring revenue streams without any dependency on hardware sales. 

 
 
REGULATORY ENVIRONMENT 
 

The Company operates in a heavily regulated environment with respect to its data offerings.  

 

The government’s Telecom Regulatory Authority of India (“TRAI”) on February 8, 2016 issued a new 

regulation regarding tariffs for data services.  This regulation was the first step towards forthcoming net-

neutrality regulations being developed by TRAI. The regulation specifically restricted the ability of network 

operators to subsidize or prioritize access to specific content, applications or services.  As a result, 

Facebook’s Free Basics service which offered access to a limited number of sites was shut down.  Although 

the regulation does not regulate content/application providers as DataWind, in press interviews, TRAI 

officials have discouraged a relationship between network operators and content/application providers.  

Our existing business model with the operators is structured where the domain addresses of our proxy 

servers are whitelisted on the network, and data traffic usage is charged to us, instead of the customer.  

Due to the new regulation, our network operator partners have delayed our ability to provide our data 

services independent of our hardware with the same white-listed structure.  

 

While the white-listed structure is frowned-upon by TRAI, they have issued a consultation paper on Free-

Data, where they’ve proposed that such a structure would be acceptable when the data access is not 

subsidized by the network operator. DataWind has developed a new structure for offering its app, 

independent of its hardware and without deploying a white-listed structure, by bundling data-vouchers 

with its app for new customers. The implementation of this methodology is expected to allow the imminent 

launch of its app over the next quarter. 

 

On May 31, 2016, the Government of India’s Department of Telecommunications liberalized the market by 

reducing the barriers for new entrants to operate as Telecom Service Providers by issuing a policy allowing 

mobile virtual network operators.  On June 27, 2016, DataWind submitted its application for a license to 

the Department of Telecommunications to operate as a virtual telecom service provider. The Company 

expects the license to be granted in near future as stated in the policy, and allow it to implement its 

business model of affordable internet access, independent of hardware sales. The license would not only 

provide greater flexibility in the Company’s ability to structure its data offerings to consumers, but allow it 

to increase its potential revenue sources from telecom services. 

 

Corporate Social Responsibility 

 

The following is a summary of the results of the Company and its employees’ corporate social responsibility 

efforts during fiscal 2016; 

 We have partnered with several Canadian Universities and accepted funding to jointly develop a 
teacher-less educational aid for emerging markets that will be delivered via our proprietary 
technology.   

 We have launched a novel teaching initiative called “flipped classroom” with several schools in India. 

 The Company believes that its technology has the ability to dramatically improve the lives of its 
subscribers through internet access which provide a range of significant socio-economic benefits and 
break down gender barriers.  DataWind has directly improved the lives of more than 1 million people 
with its technology. 
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LIQUIDITY, FINANCING ACTIVITY AND CAPITAL RESOURCES 

Since the launch of the Aakash tablet in 2012, we have generated significant media attention, positive 

public relations, and ultimately over four million sales leads for our devices. However, we have historically 

been operating on a capital constrained basis, which has limited our ability to finance the working capital 

required to increase our manufacturing volumes to meet market demand. As a result, we have reported a 

net loss in each of our reported periods 

 
In order to finance our operations, we have historically relied on a number of equity and debt financings 

both from third parties and related parties. Based on the sales leads received, we were able to secure 

production financing from Tablet Investments, a subsidiary which has been integrated into the consolidated 

operations of DataWind (refer “Risk Factors” for current status) In addition, we continue to leverage our 

strengthened balance sheet to negotiate improved credit terms from our contract manufacturers. 

 

 
        Mar 31, Dec 31, Sep 30, Jun 30,  Mar 31, 

 
       2016 2015 2015 2015    2015 

Balance Sheet Summary: 
   

  

Assets  $39,951   $42,483   $36,702   $ 37,094   $32,104  

Liabilities   (30,898)   (31,483)   (25,258)  $(24,968) 
  
(17,944) 

Shareholders' equity      9,053     11,000     11,444      12,126     14,160  

    
  

      
Selected Working Capital Items: 

   
  

Cash        230       4,193       7,337      10,315     10,698  
Accounts receivable    29,467     27,707     21,538      16,645     14,087  
Inventory      10,036     10,332       7,567        9,964       7,163  

Accounts payable   (30,898)   (31,483)   (25,258)    (24,968) 
  
(17,944) 

Working capital 8,835    10,749     11,184      11,956     14,004  

      
As at March 31, 2016, DataWind has a positive working capital balance of $9.0 million, compared to 

working capital of $14 million as at March 31 2015, largely a result of incurring an operational loss of $1.5 

million during the year.  

 
Summary of Cash Flows 

The following table sets forth a summary of the consolidated statement of cash flows derived from 

our consolidated financial statements for the year ended March 31, 2016 and March 31, 2015.   

  2016   2015 

Cash flows from operating activities  
    Net loss for the year    $  (5,506) 

 
 $  (11,597) 

  Adjustments for:  
   Foreign exchange translation loss/(gain)         1,151   (789)  

 Depreciation of property and equipment                 87  
 

67  

 Finance Expenses            3,825  631 

 Share based compensation          182 
 

511  
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We have sustained net outflows of cash from operating activities since our inception and we expect to be 

close to break even on cash flow basis in the financial year 2016-2017. We cannot assure you that we will 

achieve profitability in near future, nor that, if we do become profitable, we will sustain profitability. 

Consequently, we cannot assure that we will generate positive cash flows from operating activities in the 

future or, if we do generate positive cash flows from operating activities, that they will be sustained. 

 

Financial Instruments 

For carrying amounts of cash and cash equivalents, trade accounts receivable, accounts payable and 

accrued liabilities, and loans and borrowings, it is the opinion of DataWind’ s management that DataWind is 

not exposed to significant interest or credit risk arising from these financial instruments. DataWind does 

experience currency risk between the Canadian Dollar, the UK Pound, United States Dollar and Indian 

rupee.  Hedging the Indian Rupee is relatively expensive and so management has decided not to hedge this 

currency.  Management has negotiated a hedging facility with a third party to provide a hedge on these 

fluctuations should management believe that the likelihood of such fluctuations are material and 

imminent. The Company monitors the fluctuation between the Rupee and US Dollar and has established 

hedging procedures that can be implemented quickly in the event that currency fluctuation increases under 

a predictable scenario.  For now, management has taken the position that the Rupee will remain relatively 

stable against the US$. Anticipated interest rate fluctuations over the coming year are not expected to 

create any material change in interest expenses.  The fair value of these financial instruments approximates 

their carrying value due to their short-term maturity or capacity for prompt liquidation. 

 

Long-term contractual obligations 

We do not have any long-term contractual obligations. Aside from funding our operations, turning over and 

maintaining adequate inventory levels, we have no minimum working capital restrictions that are externally 

imposed. 

 

 
     (261)    (11,177) 

Changes in non-cash working capital items  
    Accounts receivable      (15,380) 

 
 (10,467) 

 Accounts payable and accrued liabilities           7,936 
 

   2,021  

 Inventories         (2,873) 
 

 (5,580) 

Net cash used in operating activities      (10,578)    (25,203) 

Cash flows from investing activities  
   Addition of property and equipment during the year             (141) 

 
           (61) 

Net cash used in investing activities              (141)               (61) 

Cash flows from financing activities  
   Issuance of common shares on exercise of warrants        108  

 
      26,874  

Proceeds of loans during the year  6,024 
 

        7,148  

Loans repaid during the year   (1,167)  - 

Interest paid during the year  (3,525)  (631) 

Net cash provided by financing activities        1,440         33,391  

Net change in cash and cash equivalents          (9,279)  
 

        8,127  

Cash and cash equivalents – beginning of year            10,698  
 

            747  
Effect of foreign exchange rates on balances of cash held in foreign 
currencies         (1,189) 

 
       1,824  

Cash and cash equivalents – end of year        230        10,699  
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Related Party Transactions 

Prior to the IPO of July 8, 2014, the Company had a number of related party balances. With the exception 

of Tablet Investments (discussed earlier), these related party balances have been eliminated and no further 

related party transaction took place during the period. 

During year ended March 31, 2015, DataWind acquired Tablet Investments and renegotiated the 

interested rate to a flat 17%.  Prior to these dates, Tablet Investments held a syndicated debt facility used 

to purchase inventory on our behalf in exchange for 5% of inventory costs, which our subsidiary Datawind 

Innovations remitted to Tablet Investments after cash payment was received in full for our devices. 

Ownership of purchased inventory was maintained within Tablet Investments. We had one director in 

common with Tablet Investments, being Viscount Nicholas Bearsted, who was also a shareholder in both 

entities prior to its acquisition.  

 
DataWind Research Inc. 

 
External transactions with DataWind Research Inc., a Company which is 100% owned by a director of the 
Company, were performed in the normal course of business and relate to the purchase of product 
development services prior to initial public offering. The Company has sublet the office property from 
DataWind Research Inc. and paid a rent of $84 directly to the landlord during the year ended March 31, 
2016 (2015 - $57)    
 
 
An Ontario numbered company 

 
External transactions with 1003715 Ontario Inc., a company under common ownership, are performed in 
the normal course of business and relate to managerial services provided to the Company by Raja, Suneet, 
and Lakhbir Tuli. During the year, the Company incurred $1,028  in costs (2015 - $283). During the year, 
296 options are granted to Lakhbir Tuli. No further amounts are due. 
 

Capital Resources 

DataWind is authorized to issue an unlimited number of common shares.  There are 22,111,248 common 

shares issued and outstanding as at March 31, 2015.  The common shares of DataWind Inc. trade on the 

Toronto Stock Exchange under the symbol “DW”. 

 
MANAGEMENT AND BOARD OF DIRECTORS 

As a result of the corporate reorganization and concurrent financing completed on July 8, 2014, John 

Gillberry replaced Lakhbir Tuli on the Board of Directors. On January 13, 2015 the Company announced the 

appointment of Chander Dhawan to the Board of Directors.  Mr. Dhawan was replaced by Jerry Tarasofsky 

on August 18, 2016.  On October 6, 2016 the board accepted the resignation of John Gillberry. 

The Board of Directors is now comprised of five (5) directors, three (3) of whom are independent. Pursuant 

to NI 52-110, an independent director is one who is free from any direct or indirect relationship which 

could, in the view of the Board of Directors, be reasonably expected to interfere with a director’s exercise 

of independent judgment. Mr. Raja Singh Tuli and Mr. Suneet Singh Tuli are not independent as they are 

executive officers of the Company. Messrs. Brockhouse, Tarasofsky, and Bearsted are considered to be 

independent in accordance with the requirements set out under NI 52-110. 

 

We have taken steps to ensure that adequate structures and processes will be in place to permit the Board 

of Directors to function independently of management of the Company. It is contemplated that 

independent directors will, after each meeting of the Board of Directors, meet without the non-

independent directors. In addition, separate, regularly scheduled meetings of the independent directors of 
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the Board of Directors will be held at which members of management will not be present. We will also 

permit shareholders to have direct contact with the independent directors in order to provide shareholders 

with feedback on material issues.  

     Lead Director 

Viscount Nicholas Bearsted, an independent director, is the lead director of our Company and ensures that 

the Board of Directors discharges its responsibilities, that the Board of Directors evaluates performance of 

management objectively and that the Board of Directors understands the boundaries between the 

responsibilities of the Board of Directors and management. 

Viscount Nicholas, in this capacity, oversees all meetings of the Board of Directors and has the overall 

responsibility to oversee governance matters in accordance with the duties and responsibilities attributed 

to the Chair of the Board pursuant to the Mandate of the Board of Directors.  

 
      Committees of the Board 

Our Board of Directors ensures that the composition of its committees shall meet applicable statutory 

independence requirements as well as any other applicable legal and regulatory requirements.  

      
 Audit Committee  

The audit committee is composed of three directors being Jerry Tarasofsky, Viscount Nicholas Bearsted, 

and John Brockhouse all of whom are independent. Mr. Tarasofsky acts as chair of the Audit Committee. 

Each member of the Audit Committee is “financially literate” within the meaning of NI 52-110 and 

“independent” within the meaning of NI 52-110.  

 
      Compensation Committee  

The compensation committee is responsible for: (i) the establishment of compensation policies, including 

all incentive and equity based compensation plans; (ii) evaluating our executive and senior management; 

(iii) succession planning, including the appointment, training and evaluation of our senior management; 

and (iv) overseeing the compensation of directors. 

 
The Compensation Committee is composed of three John Brockhouse, Jerry Tarasofsky and Suneet Tuli.  

John Brockhouse and Jerry Tarasofsky is an independent director. John Brockhouse acts as chair of the 

Compensation Committee. 

 

      Corporate Governance and Nominating Committee  

The corporate governance and nominating committee is responsible for: (i) developing corporate 

governance guidelines and principles for the Company; (ii) identifying individuals qualified for nomination 

to the Board of Directors; (iii) considering the structure and composition of the Board of Directors and its 

committees; and (iv) evaluating the performance and effectiveness of the Board of Directors and its 

members. 

 
The Corporate Governance and Nominating Committee is composed of Jerry Tarasofsky, Nicky Bearsted 

and Raja Singh Tuli. Jerry Tarasofsky acts as chair of the Committees. 

 
RISKS AND UNCERTAINTIES 
 
The Company operates in a dynamic, rapidly changing environment that involves risks and 
uncertainties and as a result management expectation may not be realized for a number of reasons. 
An investment in DataWind common shares is speculative and involves a high degree of risk and 
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uncertainty. 
 
DataWind delivers its internet delivery technology in a unique and proprietary way.  As a result, legislative 
changes in emerging markets may inadvertently impact the Company’s ability to deliver its solution.  
Currently, the Company believes that it is in compliance with all legislative requirements in the geographies 
within which it operates. 

 
Any investor should also consider carefully these risks and the risks and uncertainties that are detailed 
in our Prospectus available at www.sedar.com.  Continued growth will require additional working capital. 
 
Tablet Investment 
 
In December 2014 and in January 2015, the Company acquired Tablet Guernsey and Tablet UK (Tablet) 
which are now wholly-owned subsidiaries.  These two vehicles contain syndicated loans from 27 lenders 
representing a total debt of $12,291.  Both of these companies have independent boards. 
 
These loans are used by Tablet to purchase products from Chinese vendors for resale to Datawind 
Innovations (Indian subsidiary).  The syndicated loans made to Tablet are at a high 17% interest rate as 
they are not secured by any company within the DataWind group.  Repayment of these loans is through 
the recovery of receivables related to the sales made to DataWind innovations.   
 
During Q3 2016, the Company had discussed renegotiating better terms with the lenders.  During this 
period one of the lenders tried to pressure DataWind into releasing an excessive number of warrants in 
exchange for better terms. The company has initiated a legal action against the investor for alleged 
breaches of such lender’s construed obligations under its lending arrangement with the subsidiary and is 
in active negotiations with representatives of the syndicated group to renegotiate the terms of the 
facility.  Additional legal claims may be made against by the company against certain individuals 
associated with Tablet who have interfered with these negotiations or taken other actions which may 
have caused damage to the company.   Of the total amount outstanding at March 31, 2016, $5,595 has 
fallen into default during the negotiations; however, the Company continues to carry the balance of the 
debt and any unpaid but accrued interest at 17% as a current liability. Further, as the debt caries a high 
coupon rate commensurate with the risk and this unsecured debt is not directly with DataWind Inc, the 
Company did not feel it was appropriate to provide additional warrant coverage.  The contract with 
lenders stipulates a 4.5% additional interest during times of default 
 
Management has determined that it may be necessary to place Tablet under administration to force a 
mediated settlement as part of these negotiations.  The company will press release the results of any new 
material settlements with the lenders resulting from this process; however, the status of the debt and 
repayment terms will remain uncertain until these negotiations are complete. 
 
If Tablet is unable to reach satisfactory terms with the syndicated debt holders, DataWind Inc. may allow 
an orderly windup of the Tablet subsidiaries.  Under this scenario, the lenders could work to negotiate 
payment terms with DataWind Innovations directly.  Additional litigation may ensue before this matter is 
settled and while the Company may become a party to such suits, management believes any such 
attempts would be without merit and will be aggressively defended.   
 
As DataWind innovations is currently able to get alternate accelerated credit from its Chinese vendors the 
current status of the Tablet investments has not impaired the Company’s ability to acquire inventory or 
change its current growth estimates. The Company continues to carry the balance of the debt and any 
unpaid but accrued interest at 17% as a current liability. 
 

http://www.sedar.com/
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CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS 
 

The preparation of consolidated financial statements in compliance with IFRS requires management to 
select appropriate accounting policies and to make judgments, estimates and assumptions that affect the 
reported amounts of assets and liabilities at the date of the consolidated financial statements, and the 
reported amounts of revenues and expenses during the reporting period. 
 
The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying 
amounts of assets and liabilities within the next financial year are discussed below: 
 
Estimates 
 
Useful lives of depreciable assets 
 
The useful lives of depreciable assets have been determined based on management estimated utility of the 
assets. Uncertainties in these estimates relate to technological obsolescence that may change the utility of 
certain software and IT equipment. 
 
Share-based compensation 
  
The estimation of share-based compensation requires the selection of an appropriate valuation model and 
consideration as to the inputs necessary for the valuation model chosen. The Company has made 
estimates as to the volatility of its own share, the probable life of share options granted and the time of 
exercise of those share options. The model used by the Company is the Black-Scholes valuation model. 
 
Data Revenue 
 
When product sales include both hardware bundled with internet access the Company has allocated its 
Internet revenues such that a 70 percent margin is achieved on this business line.  This ratio is in line with 
industry standards for data resale in the respective geographies and in line with the expected returns 
generated at the time of the initial public offering.  The Internet access component of revenues relies on 
the Company’s core intellectual property while the hardware is relatively commoditized. 
 
Warranty claims 
 
The Company generally offers one-year warranties on most of its products. The Company does not provide 
for any future warranty claims as any claims are reverted to the manufacturer. The contract manufacturers 
repair units in India at co-located facilities.   Contract manufacturers provide one-year warranty terms to 
DataWind Inc. As the only costs associated with the warranty process assumed by DataWind Inc. relate to 
shipping, no provisions for warranty work have been accrued. 
 
Inventories 
 
Inventories are initially recognized at cost, and subsequently at the lower of cost and net realizable value. 
Management estimates the net realizable values of inventories, considering the most reliable evidence 
available at each reporting date. The future realization of these inventories may be affected by future 
technology or other market-driven changes that may reduce future selling prices. The Company has 
provided $94 in the year 2016 (2015: nil) against slow moving inventories. 
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Estimation uncertainty 

 
The estimates have been applied in a manner consistent with that in the prior periods and there are no 
known trends, commitments, events or uncertainties that we believe will materially affect the 
methodology or assumptions utilized in these consolidated financial statements. The estimates are 
impacted by many factors, some of which are highly uncertain.  
 
The interrelated nature of these factors prevents us from quantifying the overall impact of these 
movements on the Company’s consolidated financial statements in a meaningful way. These sources of 
estimation uncertainty relate in varying degrees to virtually all asset and liability account balances. 
 
 
Future changes in accounting policies 
 
IFRS 9 Financial Instruments (“IFRS 9”) 
 
IFRS 9 was issued by the IASB in November 2009 amended on October 28, 2010, will replace IAS 39 
Financial Instruments: Recognition and Measurement.  During the current year, the IASB issued the final 
version of IFRS 9, incorporating impairment of Financial Instruments with the classification, measurement 
and hedge accounting phases that had been issued earlier. IFRS 9 uses a single approach to determine 
whether a financial asset is measured at amortized cost or fair value, replacing the multiple rules in IAS 39. 
Financial liabilities held for trading are measured at "fair value through net results" (“FVTNR”), and all 
other financial liabilities are measured at amortized cost unless the fair value option is applied. The 
standard proposes a lifetime expected loss model for impairment of trade receivables. IFRS 9 is to be 
applied retrospectively for annual periods beginning on or after January 1, 2018, with early adoption 
permitted. At this time, management is still evaluating the impact of IFRS 9 on the consolidated financial 
statements. 
 
IFRS 15 Revenue from Contracts with Customers (“IFRS 15”) 
 
In May 2014, the IASB issued IFRS 15.  IFRS 15 replaces IAS 18 Revenue, IAS 11 Construction Contracts and 
related Interpretations. The core principle of the guidance is that an entity should recognize revenue to 
depict the transfer of promised goods or services to customers in an amount that reflects the 
consideration to which the entity expects to be entitled in exchange for those goods or services. IFRS 15 
will also result in enhanced disclosures about revenue, provide guidance for transactions that were not 
previously addressed comprehensively (for example, service revenue and contract modifications) and 
improve guidance for multiple-element arrangements. This guidance is effective for annual reporting 
periods beginning on or after January 1, 2018 and early application is permitted. The standard is to be 
applied using one of the following methods: retrospective or modified retrospective with the cumulative 
effect of initially applying the standard as an adjustment to opening equity at the date of initial application.  
The Company plans to adopt  
 
IFRS 15 at the beginning of April 1, 2019, and is currently assessing the potential effects of these changes 
on its consolidated financial statements. 
 
IFRS 16 Leases (“IFRS 16”)  
 
In January 2016, the IASB issued IFRS 16 that provides a comprehensive model for the identification of 
lease arrangements and their treatment in the financial statements of both lessees and lessors.  It 
supersedes IAS 17 Leases and its associated interpretive guidance. 
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Significant changes were made to lessee accounting with the distinction between operating and finance 
leases removed and assets and liabilities recognized in respect of all leases (subject to limited exceptions 
for short-term leases and leases of low value assets).  In contrast, IFRS 16 does not include significant 
changes to the requirements for lessors. 
IFRS 16 is effective for annual reporting periods beginning on or after January 1, 2019 with retroactive 
application and with early adoption permitted. The Company is currently evaluating the impact of IFRS 16 
on its consolidated financial statements. 
 
 

ADDITIONAL INFORMATION 
Additional information related to the Company can be found on SEDAR at www.sedar.com 


