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CONSOLIDATED BALANCE SHEETS 
 

 
 
 

(Canadian dollars in Thousands) December 31, March 31,
2008 2008

(Unaudited) (Note 1)
$ $

ASSETS
Cash and cash equivalents 27,683                 27,798                    
Cash held for the benefit of others 795                       551                         
Accounts receivable 5,610                   6,298                      
Tax credits receivable 2,805                   1,677                      
Prepaid expenses 607                       897                         
Future income taxes 406                       222                         

37,906                 37,443                    

Premises and equipment 2,066                   2,878                      
Intangible assets 4,618                   4,544                      
Acquired intangible assets 6,855                   8,037                      
Goodwill 25,991                 25,991                    
Other assets 35                         99                           
Future income taxes 5,829                   4,433                      

83,300                   83,425                    

LIABILITIES
Accounts payable and accrued liabilities 7,975                   8,298                      
Income taxes payable 509                       1,615                      
Deferred revenues 7,970                   8,264                      
Current portion of long-term debt 130                       -                          
Deferred gain on licenses -                        479                         
Future income taxes 460                       516                         

17,044                 19,172                    

Purchase price payable 23                         25                           
Future income taxes 815                       969                         

17,882                 20,166                    

SHAREHOLDERS' EQUITY
Capital stock (note 5(b)) 48,228                 50,111                    
Share purchase options (note 5(c)) 2,130                   2,301                      
Contributed surplus 1,876                   993                         
Retained earnings 14,322                 10,719                    
Accumulated other comprehensive loss (1,138)                  (865)                        

65,418                 63,259                    

83,300                   83,425                    
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CONSOLIDATED STATEMENTS OF RETAINED EARNINGS - UNAUDITED 
FOR THE NINE MONTHS ENDED DECEMBER 31 

 
 
 

(Canadian dollars in Thousands) 2008 2007

$ $

Retained earnings - Beginning of period 10,719              25,476              

Net earnings for the period 3,709                2,269                

Premium on redemption of common shares for cancellation (note 5(b)(i)) (106)                  (16,486)            

Retained earnings - End of period 14,322              11,259             
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 CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME – UNAUDITED 
 

 
CONSOLIDATED STATEMENTS OF ACCUMULATED OTHER COMPREHENSIVE INCOME - 
UNAUDITED 
 

 
 

(Canadian dollars in Thousands)

2008 2007 2008 2007

$ $ $ $
Net earnings for the period 2,605     590          3,709      2,269       

Foreign currency translation adjustment (620)       (48)           (540)        (699)         
Changes in unrealized losses on short term investment, net of future income taxes -         -           -          (89)           
Reclassification of realized losses (gain) on forward contracts, net of future income taxes 103        (232)         100         (212)         
Unrealized gain (losses) on forward exchange contracts, net of future income taxes (723)       (17)           (913)        857          

Comprehensive income (loss) 1,365     293          2,356      2,126       

Three months ended
December 31,

Nine months ended
December 31,

(Canadian dollars in Thousands) December 31, March 31,
2008 2008

$ $

Foreign currency translation adjustment
Cumulative effects of prior periods 795          259          
Current period (540)         536          

255          795          

Unrealized losses on forward exchange contracts
Cumulative effects of prior periods, net of future income taxes 70            245          
Current period, net of realized gains (losses) and future income taxes 813          (175)         

883          70            

Unrealized losses on short-term investments
Cumulative effects of prior periods, net of future income taxes -           3              
Current period, net of future income taxes -           (3)             

-           -           

Accumulated other comprehensive income 1,138       865          
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CONSOLIDATED STATEMENTS OF EARNINGS – UNAUDITED 
 

(Canadian dollars in Thousands,
except per share amounts)

2008 2007 2008 2007

$ $ $ $

Revenues 12,236                 12,242                    36,100                    35,615                 

Cost of Revenues 2,919                   2,686                      8,434                      7,281                   

Gross Margin 9,317                     9,556                      27,666                     28,334                 

Operating expenses
General and administrative 4,764                   3,146                      11,074                    9,102                   
Sales and marketing 3,179                   2,931                      8,386                      7,926                   
Technology 2,106                   2,097                      6,461                      6,504                   
Amortization of acquired intangible assets 435                      554                         1,332                      1,240                   
Stock-based compensation 207                      199                         435                         448                      

10,691                   8,927                      27,688                     25,220                 
Earnings (loss) from operations (1,374)                  629                         (22)                          3,114                   

Other income, net (note 3(b)) 1,420                     218                         2,002                       1,062                   

Earnings before income taxes 46                        847                         1,980                      4,176                   

Provision for income taxes (2,559)                  257                         (1,729)                     1,907                   

Net earnings for the period 2,605                   590                       3,709                      2,269                 

Earnings per share (note 5(d))
          Basic 0.18                     0.04 0.26                        0.14

          Diluted 0.18                     0.04 0.26                        0.14

Weighted average number of shares outstanding
          Basic 14,178,832          14,817,161           14,350,547             16,724,383        

          Diluted 14,178,832          14,845,063           14,350,547             16,800,379        

Number of shares outstanding - End of period
         Basic 14,017,308          14,719,241           14,017,308             14,719,241        

Three months ended
December 31, December 31,

Nine months ended
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CONSOLIDATED STATEMENTS OF CASH FLOWS - UNAUDITED 
 

(Canadian dollars in Thousands)

2008 2007 2008 2007

$ $ $ $
CASH FLOWS FROM

OPERATING ACTIVITIES
Net earnings for the period 2,605       590            3,709         2,269         
Adjustments for

Amortization of premises and equipment 397          401            1,239         1,159         
Amortization of intangible assets 766          748            2,319         2,167         
Amortization of acquired intangible assets 435          554            1,332         1,240         
Amortization of other assets 21            20              64              61              
Amortization of gains on licenses (141)         (169)           (479)           (507)           
Stock-based compensation 207          199            435            448            
Future income taxes (1,009)      (267)           (1,427)        (574)           

Changes in non-cash working capital items (note 3(a)) 131          (707)           (2,236)        (5,642)        
3,412       1,369         4,956         621            

INVESTING ACTIVITIES
Business acquisition, net of cash and cash equivalents acquired -           (53)             -             (6,414)        
Acquisition of premises and equipment, intangible assets and other assets (717)         (1,279)        (2,970)        (3,192)        
Decrease (increase) in short-term investments, net -           130            -             53,099       

(717)         (1,202)        (2,970)        43,493       

FINANCING ACTIVITIES
Issuance of long-term debt -           -             217            -             
Repayment of long-term debt (45)           -             (87)             -             
Purchase of common shares for cancellation (note 5 (b)(i)) (714)         (1,434)        (1,712)        (27,342)      
Issuance of common shares (note 5 (b)(ii) and iii)) -           124            -             463            
Repayment of purchase price payable -           (477)           (2)               (739)           

(759)         (1,787)        (1,584)        (27,618)      

Net increase (decrease) in cash and cash equivalents 1,936       (1,620)        402            16,496       

Effect of exchange rate changes on cash and cash equivalents (160)         (448)           (273)           (1,099)        
Cash and cash equivalents - Beginning of period 26,702     28,686       28,349       11,221       
Cash and cash equivalents - End of period 28,478     26,618     28,478       26,618     

Cash and cash equivalents comprise the following balance sheet amounts :
     Cash and cash equivalents 27,683       26,085       27,683       26,085       
     Cash held for the benefit of others 795            533            795            533            

Three months ended
December 31,

Nine months ended
December 31,
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NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS – UNAUDITED 
 
 
December 31, 2008 and 2007 
 
1) Accounting Policies 
 
The consolidated interim financial statements have been prepared by the Company in accordance with 
Canadian generally accepted accounting principles ("GAAP") applicable to interim financial statements 
and follow the same accounting policies and methods of their application found in the audited financial 
statements for the year ended March 31, 2008, with the exceptions for changes mentioned below. The 
March 31, 2008 balance sheet figures have been derived from the audited financial statements of the 
Company for the year ended March 31, 2008. These interim financial statements are unaudited and have 
not been reviewed by the Company's external auditors. The disclosures in these unaudited interim 
financial statements do not conform in all material respects to the requirements of GAAP for annual 
financial statements; therefore, these interim financial statements should be read in conjunction with the 
audited consolidated financial statements and notes thereto included in the Company's Annual Report for 
fiscal year 2008.  
 
Changes in accounting policies 

Capital Disclosures 

On April 1, 2008, the Company adopted Section 1535 of the Canadian Institute of Chartered Accountants 
(CICA) Handbook, “Capital Disclosures” which requires an entity to disclose information to enable users 
of its financial statements to evaluate the entity’s objectives, policies and processes for managing capital. 
Disclosure requirements pertaining to Section 1535 are contained in note 6 of the consolidated financial 
statements. 

Financial Instruments Disclosures and Presentation 

On April 1, 2008, the Company adopted Sections 3862 and 3863 of the CICA Handbook, “Financial 
Instruments – Disclosures” and “Financial Instruments – Presentation”. This new section disclosures of 
risks associated with financial instruments, including fair value as well as credit, liquidity and market risks. 
It also establishes standards for presentation of financial instruments and non-financial derivatives. 
Sections 3862 and 3863 supersede Section 3861. The adoption of Section 3862 required additional 
disclosures found in note 7 of the consolidated financial statements.  

Future Accounting Changes 

Effective for fiscal years starting October 1, 2008, Section 3064 of the CICA Handbook, “Goodwill and 
Intangible Assets” replaces Section 3062 “Goodwill and Other Intangible Assets” and Section 3450 
“Research and Development Charges”. The Company will adopt the new standards to its financial 
statements of fiscal year starting April 1, 2009. The new Section establishes standards of recognition, 
costing, presentation and required information related to goodwill after its initial recognition and also 
explains when internally developed intangible assets satisfy the recognition criteria as an asset. The 
Company currently evaluates the incidence of the adoption of this new Section on its consolidated 
financial statements. 
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2) Related Party Transactions 
    
Details of related party transactions not otherwise disclosed in the financial statements are as follows: 
 

 
Balances and transactions with the joint ventures represent the amounts corresponding to the Company’s 
interest therein. All related party transactions occurred in the normal course of operations and were 
measured at the exchange amount, which is the amount of consideration agreed upon by the parties. 
Revenues from joint ventures include amortization of gains on licenses which derive from the creation of 
Polygon DMCC. 
 
 
3) Changes in Non-cash Working Capital Items and Other Income 
 
a) Changes in non-cash working capital items are as follows: 
 

 
 
 
 

(Canadian dollars in Thousands)

2008 2007 2008 2007

$ $ $ $
Revenues
Joint ventures 297          366            1,013       1,096             
Accounts receivable 
Joint ventures 609          504            609          504                
Accounts payable
Joint ventures 12            36              12            36                  

Nine months ended
December 31,

Three months ended
December 31,

(Canadian dollars in Thousands)

2008 2007 2008 2007

$ $ $ $

Decrease (increase) in
     Accounts receivable 764          918            688           657                
     Tax credits receivable (322)         (382)           (1,128)       (1,050)            
     Prepaid expenses 394          59              290           139                
     Future income taxes (277)         (188)           (363)          (188)               
Increase (decrease) in
     Accounts payable and accrued liabilities 1,257       (238)           (323)          (3,428)            
     Income taxes payable (1,311)      (53)             (1,106)       (194)               
     Deferred revenues (374)         (823)           (294)          (1,578)            

131            (707)           (2,236)        (5,642)            

Nine months ended
December 31,December 31,

Three months ended
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b) Other income consists of the following: 
 

 
4) Segmented Information 
 
Geographical information is as follows: 
 
For the three months ended December 31, 

 
For the nine months ended December 31, 
 

 
Revenues are attributed to geographic areas based on the location of the business places of the 
customers. 
 

(Canadian dollars in Thousands)

2008 2007 2008 2007

$ $ $ $

Interest income 155          219            451           1,618             
Financial expense (58)           (129)           (156)          (298)               
Foreign exchange gain (loss) 1,399       52              1,860        (204)               
Other (76)           76              (153)          (54)                 

1,420       218          2,002        1,062           

Three months ended Nine months ended
December 31, December 31,

2008 2007
Premises and Premises and

(Canadian dollars in Thousands) equipment equipment
intangible assets, intangible assets,

Revenues and goodwill Revenues and goodwill 
$ $ $ $

Canada 4,380             8,129                           4,017             8,817                             
United States 5,723             31,296                         5,556             35,457                           
Europe 663                -                              751                -                                 
Asia and other 1,470             105                              1,918             107                                

12,236           39,530                         12,242         44,381                          

2008 2007
Premises and Premises and

equipment, intangible equipment, intangible
assets and assets and

Revenues goodwill Revenues goodwill
$ $ $ $

Canada 12,885           8,129                           11,683           8,817                             
United States 16,575           31,296                         15,773           35,457                           
Europe 2,020             -                              2,234             -                                 
Asia and other 4,620             105                              5,925             107                                

36,100           39,530                         35,615         44,381                          
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5) Capital Stock and Share Purchase Options 
 
(Number in Thousands, Canadian dollars in Thousands, except per share amounts) 
 
a) Authorized, unlimited as to number 

Common shares        
Preferred shares, issuable in series, with terms, conditions and dividends to be determined by the 
Board of Directors upon issuance 
 

b) The following table summarizes the common shares activity for the periods ended December 31:  

 
i) During the nine-month period ending December 31, 2008, the Company purchased 547,331 (2008 - 
289,541) of its own shares for cancellation for a cash consideration totalling $1,711,552 (2008 - 
$2,078,923). Capital stock has been reduced by the average issue price per share before the buy-back of 
$3.44 (2008 - $3.43) totalling $1,883,133 (2008 - $993,609), with the resulting premium or discount on 
redemption having been charged to retained earnings and to contributed surplus. 
 
On September 25, 2007, as part of a substantial issuer bid, the Company purchased 2,873,563 of its own 
common shares for cancellation, at a price of $8.70 per share totalling $25,000,000. The Company 
incurred costs of $263,074 in respect of this share buy-back, which represents $0.09 per share. Share 
capital has been reduced by the average cost per share before the buy-back of $3.43 per share totalling 
$9,862,509 with the resulting premium on redemption as well as costs related to the share buy-back 
having been charged to retained earnings. 
 
ii) During the nine-month period ended December 31, 2008, no common share was issued pursuant to 
the exercise of stock options as compared to 80,250 in 2008 for a cash consideration of $339,275 or 
$4.23 per share. 
 
In fiscal year 2008, an amount of $150,268 representing the stock-based compensation previously 
recognized for these options in share purchase options was reclassified to capital stock (note 5 (c)). 
 
iii) As at December 31, 2007, the Company had no receivable from its employees related to share 
purchase loans to them under the employee stock purchase plan. As at December 31, 2007, there was 

2008 2007
Number Amount Number Amount

of shares $ of shares $

Balance before share purchase financing agreements - 
            Beginning of period 14,565            50,111              17,802              61,036            

Purchased for cancellation (note 5(b)(i)) (547)                (1,883)               (3,163)               (10,857)           

Exercise of stock options (note 5 (b)(ii)) -                  -                    80                     490                 

Balance - End of period 14,017            48,228              14,719             50,669           

Nine months ended December 31, 
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no share outstanding with respect to employee loans. The related shares are considered to be issued as 
the loan is repaid by the holder. A reimbursement occurred during the period ended December 31, 2007, 
therefore a decrease in the loans of $123,676 has been presented in the consolidated statement of cash 
flows as an issuance of common share for the nine months ended December 31, 2007, in addition to the 
exercise price of stock options. There were no such loans outstanding as at December 31, 2008. 
 
c) The following table summarizes the share purchase option activity for the nine-month period ended 
December 31:  

 
 
Stock-based compensation plan 
 
The Company has a stock option plan as described in note 9 to the consolidated financial statements in 
the 2008 Annual Report.          
 
During the nine-month period ended December 31, 2008, the Company granted 175,000 stock options to 
certain directors and employees at a weighted average exercise price of $5.89. The estimated fair value 
of the stock options issued under this grant amounts to $279,769, and will be expensed over their vesting 
period which do not exceed three years. 
 
For stock options granted to employees and directors, the fair value of share purchase options was 
estimated using the Black-Scholes option pricing model with the following assumptions: 
 
       

 
 
 
 
 

2008 2007
$ $

Balance - Beginning of year 2,301              2,803                  
Compensation expense related to stock options 435                 448                     
Transfer of accumulated compensation cost upon exercise
   of stock options (note 5(b)(ii)) -                  (150)                    
Transfer of accumulated compensation cost related
    to stock options vested but not exercised (606)                (875)                    

Balance - End of year 2,130              2,226                 

Fiscal 2009 Fiscal 2008
Risk-free interest rate 3.1% 4.2% to 4.7%
Expected life of options 3.0 to 5.0 years 3.0 to 5.0 years
Volatility 32.9% 33.6% to 33.9%
Dividend rate Nil Nil
Weighted average fair value of options granted per unit $1.60 $3.27
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d) Weighted average number of shares outstanding 
 
The following table outlines the weighted average number of shares used in the calculations of the basic 
and diluted net earnings per share: 

 
Options to purchase 902,800 shares (2008 - 1,018,200) at a weighted average price of $9.17 per share 
(2008 - $9.88) were outstanding during the nine-month period ending December 31, 2008, but were not 
included in the calculation of diluted earnings per share because the options' exercise price was greater 
than the average price of the shares. 
 
6) Capital Disclosures 

The Company’s objectives in managing capital are to ensure sufficient liquidity to pursue its strategy of 
organic growth, to undertake selective acquisitions and to provide an appropriate return on investment to 
its shareholders. The Company’s capital consists of long-term debt, shareholder’s equity and deferred 
revenues, net of cash and cash equivalents and short-term investments. The Company’s primary uses of 
capital are to finance non-cash working capital requirements, capital expenditures and business 
acquisitions. The Company has historically funded its needs from cash and short-term investments on 
hand and internally generated cash flows. In order to adjust its capital structure, the company may from 
time to time issue shares for cash or in connection with business acquisitions, repurchase shares or 
secure bank debt to fund capital expenditures or business acquisitions. There have been no changes in 
the company’s objectives for managing capital or the definition thereof as compared to the previous year.  

The Company is not subject to any externally imposed capital requirements and does not presently utilize 
any quantitative measures to monitor its capital.  
 
7) Financial Risk Management 
 
The Company, through its financial assets and liabilities is exposed to risks by virtue of its activities: 
market risk, including foreign currency risk and interest rate risk, credit risk and liquidity risk. The main 
objective of the Company’s risk management process is to ensure that risks are properly identified and 
addressed to minimize potential adverse effects on financial performance. 
 
Risk management is carried out by the finance department, which identifies and evaluates financial risks 
in close cooperation with management. The finance department is charged with the responsibility of 
establishing controls and procedures to ensure that financial risks are mitigated.      

 

2008 2007 2008 2007

Weighted average number of shares outstanding
Basic 14,179            14,817                14,351             16,724            
Dilutive effect of stock options -                  17                       -                   43                   
Dilutive effect of share purchase financing agreements -                  11                       -                   33                   
Diluted 14,179            14,845              14,351             16,800           

December 31, December 31,
Three months ended Nine months ended
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Credit risk 
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its contractual obligations. Financial instruments, which potentially subject the 
Company to credit risk, consist principally of cash and cash equivalents, short-term investments and 
accounts receivable. The Company’s cash is maintained at major financial institutions and its short-term 
investments consist mainly of commercial paper, bank notes and corporate bonds issued by high-quality 
credit issuers; therefore, the Company considers the risk of non-performance on these instruments to be 
remote. 

 
The Company believes that its credit risk with respect to account receivable is limited based on past 
experience. The Company generally does not require collateral in connection with accounts receivable. 
Furthermore, the Company performs ongoing credit reviews of all its customers and establishes an 
allowance for doubtful accounts receivable when accounts are determined to be uncollectible.  
 
The carrying value of the Company’s trade accounts receivable is net of allowance for doubtful accounts. 
The changes in the allowance during the period are as follows: 

 
 For the three months ended      For the nine months ended 

 December 31, December 31, FY2008 

 2008 2007 2008 2007  
Allowance for doubtful 
accounts $ $ $ $ $ 

Beginning of period      (420,318)      (447,608)       (360,228)       (422,510)      (422,510)

Charge for the period        (98,416)        75,873       (158,506)         50,775         62,282  

End of period       (518,734)       (371,735)       (518,734)       (371,735)      (360,228)
 
The aging analysis of trade accounts receivables is as follows: 
 
 Current 31 - 60 61-90 Over 90 Total 
Accounts receivable   $3,923,806      $693,922      $176,359       $816,041      $5,610,128   
 
There are no impairments or amounts past due other than those relating to the trade accounts receivable. 

 
Interest rate risk 
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. Financial assets and financial liabilities with variable interest 
rate expose the Company to cash flow interest rate risk. The Company’s cash and cash equivalents earn 
interest at market rate.  
 
As at December 31, 2008, the Company’s exposure to interest rate risk is on cash and cash equivalents 
for which the interests rates vary from 0.03% to 1.65%. For the period ended December 31, 2008, if 
interest rates at that date had been 0.5% higher or 0.5% lower, the impact on net earnings would have 
been insignificant.  
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Financial assets and financial liabilities that bear interest at fixed rates are subject to fair value interest 
rate risk. The Company is currently not exposed to interest rate risk, as the Company has no short-term 
investments and its long-term debt is not significant. 
 
Liquidity risk 
Liquidity risk is the risk that the company will not be able to meet its obligations as they fall due. The 
Company is actually not exposed to liquidity risk, as the Company has sufficient cash and cash-
equivalents to sustain its operations and anticipated investing and financing activities. The Company’s 
financial liabilities, which consist of accounts payable, accrued liabilities and the current portion of the 
long-term debt are due within twelve months or less. 
 
Foreign exchange risk 
Foreign exchange risk is related to the Company’s business transactions denominated in currencies other 
than Canadian dollars, primary US dollars. Foreign exchange risk arises from future sales and purchase 
transactions as well as recognized financial assets and liabilities denominated in foreign currencies. 
 
The Company’s main objective in managing its foreign exchange risk is to reduce variations in 
performance. In order to reduce the potentially negative effects of a fluctuating Canadian dollar, the 
Company has entered into foreign currency forward contracts to stabilize anticipated future revenues and 
purchase price payable denominated in US dollars. Foreign exchange contracts may only be entered into 
for purposes of managing foreign exchange risk and not for speculative purposes.  
 
The balances in foreign currencies at December 31, 2008 are as follows: 
 

U.A.E. Indian China
U.S dollar European dirham rupee yuan renminbi

USD Euro AED INR CNY

Cash and cash equivalents 8,426,110            4,631              12,283,038         148,382               218,613             
Cash held for the benefit of others 648,790               -                  -                      -                      -                     
Accounts receivable 2,962,994            45,360            903,773              430,574               5,000                 
Accounts payable and accrued liabilities (2,250,677)           -                  (1,448,953)          (682,417)             (33,594)              
Purchase price payable (22,589)                -                  -                      -                      -                     

9,764,627            49,991            11,737,859         (103,461)             190,019              
 

Based on the above net exposures as at December 31, 2008, and taking into account the foreign 
currency forward contract and assuming that all other variables remains constant, a 5% depreciation of 
the Canadian dollar or a 5% appreciation of the Canadian dollar against the various currencies would 
result in increase/(decrease) in net earnings as follows:  

U.A.E. Indian China
U.S dollar European dirham rupee yuan renminbi

USD Euro AED INR CNY

Canadian dollar appreciates 5% (339,923)           (4,261)          (195,670)          130                   (1,705)             
Canadian dollar depreciates 5% 339,923            4,261           195,670           (130)                 1,705               
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Financial instruments 
Cash and cash equivalents, short-term investments, accounts receivable, accounts payable and accrued 
liabilities and purchase price payable are financial instruments whose fair values approximate their 
carrying values because of their short term to maturity. 
 

 
8) Comparative figures 
 
Certain figures for fiscal 2008 have been reclassified in order to comply with the basis of presentation 
adopted in the current year. 


