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Management Discussion and Analysis 
 
Introduction 
This Management Discussion and Analysis (“MD&A”) for Hybrid Paytech World Inc. (the “Company”, “Hybrid” or 
“we”) focuses on the significant activities of the Company which occurred during the three months ended March 31, 
2014, the three months ended March 31, 2013 as well as the subsequent period up to May 27, 2014. The Company 
changed its name from Freeport Capital Inc. to Hybrid Paytech World Inc. on August 23, 2013. 
 
The unaudited condensed interim consolidated financial statements as at and for the three months ended 
March 31, 2014, along with the comparative periods presented in them, have been prepared in accordance 
with IAS 34, Interim Financial Reporting.  This MD&A should be read in conjunction with the Company’s annual 
consolidated financial statements as of and for the years ended December 31, 2013 and 2012 and is intended to 
supplement and complement the unaudited condensed interim consolidated financial statements and notes thereto 
as of March 31, 2014 and for the three-month periods ended March 31, 2014 and 2013 (collectively, the “Financial 
Statements”). The Company’s condensed interim consolidated financial statements as at and for the three months 
ended March 31, 2013 in this MD&A have been restated. 
 
All amounts in this document are in Canadian dollars, which is the reporting currency of the Company.  
 
The Company’s management is responsible for the preparation of the Financial Statements as well as other 
information contained in this MD&A. 
 
The Board of Directors is required to ensure that management assumes their responsibility with regards to the 
preparation of the Company’s Financial Statements. To assist management, the Board has created an Audit 
Committee. The Audit Committee meets with members of the management team to discuss the operating results 
and the financial situation of the Company. It then makes its recommendation and submits the financial statements 
to the Board of Directors for their examination and approval. Following the recommendation of the Audit Committee, 
the Board of Directors have approved these unaudited condensed interim consolidated financial statements. The 
Company’s independent auditors have not reviewed the three-month period ended March 31, 2013 condensed 
interim consolidated financial statements in accordance with standard established by the Canadian Institute of 
Chartered Accountants for a review of interim financial statements by an entity’s auditor. 
 
Additional information regarding the Company is available on the SEDAR website at www.sedar.com and includes 
the Company’s other recent financial reports, securities and continuous disclosure documents. 
 
Certain information provided by the Company in this MD&A and in other documents publicly filed throughout the 
year that are not recitation of historical facts may constitute forward-looking statements. The words "may", 
"would", "could", "will", "likely", "estimate", "believe", "expect", "forecast" and similar expressions are intended to 
identify forward-looking statements. 

 
Readers are cautioned that such statements are only predictions and the actual events or results may differ 
materially. In evaluating such forward-looking statements, readers should specifically consider the various factors that 
could cause actual events or results to differ materially from those indicated by such forward-looking statements. 

 
Forward Looking Statements 
This MD&A contains forward-looking statements and forward looking information within the meaning of applicable 
Canadian securities legislation (“forward looking statements”). Any statements that express or involve 
discussions with respect to predictions, expectations, beliefs, plans, projections, objectives, assumptions, 
potentials, future events or performance (often, but not always, using words or phrases such as “believes”, 
“expects” or “does not expect”, “is expected”, “anticipates” or “does not anticipate”, or “intends” or stating that 
certain actions, events or results “may”, “could”, “would”, “might” or “will” be taken or achieved) are not 
statements of historical fact, but are “forward-looking statements”. Such forward-looking statements involve 
known and unknown risks, uncertainties and other factors that may cause the actual results, performance or 
achievements of the Company, or developments in the Company’s business or in its industry, to differ 
materially from the anticipated results, performance, achievements or developments expressed or implied by 
such forward-looking statements. Forward-looking statements include disclosure regarding possible events, 
conditions or results of operations that are based on assumptions about future conditions, courses of action 
and consequences. Forward-looking statements may also include, without limitation, any statement relating to 

http://www.sedar.com/
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future events, conditions or circumstances. The Company cautions you not to place undue reliance upon any 
such forward-looking statements, which speak only as of the date they are made. Forward-looking statements 
relate to, among other things, the successful commercialization of our technology, comments about 
potential future revenues, joint development agreements and expectations of signed contracts with customers 
etc. A variety of inherent risks, uncertainties and factors, many of which are beyond the Company’s control, affect 
the operations, performance and results of the Company and its business, and could cause actual results to differ 
materially from current expectations of estimated or anticipated events or results. Some of these risks and 
uncertainties include the risk of not securing required capital in future, the risks of not successfully concluding 
agreements with potential partners on a timely basis, the risks associated with commercializing and bringing to 
market our technology. These risks are affected by numerous factors beyond the Company's control: the existence of 
present and possible future government regulation, the significant and increasing competition that exists in the 
Company's business sector, uncertainty of revenues, markets and profitability, as well as those other factors 
discussed in this MD&A report. This list is not exhaustive of the factors that may affect any of the Company’s 
forward-looking statements. 

 
Although the Company has attempted to identify important factors that could cause actual results to differ materially 
from those contained in forward-looking statements, there may be other factors that cause results not to be as 
anticipated, estimated or intended. There can be no assurance that such statements will prove to be accurate, as 
actual results and future events could differ materially from those anticipated in such statements. Accordingly, readers 
should not place undue reliance on forward–looking statements. The Company does not undertake to update any 
forward-looking statements that are incorporated by reference herein, except in accordance with applicable securities 
law 
 
Corporate Overview 
The Company was incorporated under the Business Corporations Act (Alberta) on February 8, 2005 and is a publicly 
traded company listed on the Canadian Securities Exchange (CSE) under the ticker ‘HPT’. The Company’s 
registered office and its head office is located at 3-643 Notre Dame Street West, Montreal, Quebec H3C 1H8. For all 
purposes below, the “Company” refers to Hybrid Paytech World Inc. and its wholly-owned subsidiaries First Equity 
Strategy LLC (“First Equity”), incorporated in the State of Delaware, Hybrid-PayTech Asia Inc. incorporated in the 
Philippines, and Hybrid-PayTech Asia Pacific (HK) Limited, incorporated in Hong Kong. The Company’s other 
subsidiaries are a 51% ownership of Vault Acquiring Solutions LLC, incorporated in the state of Delaware, USA and 
a 51% ownership of Solutions Mobi724 Inc., incorporated under the Corporations Act (Canada).  
 
The Company has developed internet technology that enables point of sale (“POS”) payments on-line for credit cards 
and PIN debit cards. Its applications enable smart phones or tablets that use Windows Mobile, Android, Blackberry or 
Apple iPhone operating systems (IOS) to securely process credit and debit card payments. With a global footprint, 
Hybrid is an enabler of easily-deployable payment systems focusing on authentication, approved security and quick 
merchant adoption in Fleet, Delivery, Logistics and Retail. Also Hybrid is a unique provider of cloud based e-
couponing solution for worldwide distribution that enable merchants and consumers to redeem promotions and 
loyalty based systems with exceptional ease. 
 
Going Concern 
The Company’s Financial Statements have been prepared on a going concern basis. A going concern basis 
contemplates the realization of the carrying value of assets and the settlement of liabilities in the normal course of 
business as they come due, which is dependent on future events including amongst other things, attaining a 
satisfactory revenue level from its Mobile POS technology system and e-couponing solutions, attainment of profitable 
operations, the generation of cash from operations and the ability to secure new financing arrangements and new 
capital to carry out its business plan. These matters are dependent on a number of items outside of the Company’s 
control and there exists material uncertainties that may cast significant doubt about the Company’s ability to continue 
as a going concern. 

 
In assessing whether the going concern assumption is appropriate, management takes into account all available 
information about the future, which is at least, but not limited to twelve months from the end of the reporting period. 
Management is aware, in making its assessment, of material uncertainties related to events and conditions that may 
cast a significant doubt upon the Company’s ability to continue as a going concern as described in the following 
paragraph, and accordingly, the appropriateness of the use of accounting principles applicable to a going concern. 
These Financial Statements do not reflect the adjustment to the carrying values of assets and liabilities, expenses 
and financial position classifications that would be necessary if the going concern assumption was not appropriate. 
These adjustments could be material. 
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The Company has generated limited revenues since inception and has generated losses from operations totaling 
$2,103,850 for the three months ended March 31, 2014, and an accumulated deficit of $22,346,870 since the 
Company’s inception on February 8, 2005. As at March 31, 2014, the Company’s committed cash obligations and 
expected level of expenses for the next twelve months exceeds its committed sources of funds, even after taking into 
consideration the receipt of $1.5M of the convertible debenture financing received subsequent to March 31, 2014. 
The Company can give no assurance that it will achieve profitability or be capable of sustaining profitable operations.  
 
 1-FINANCIAL HIGHLIGHTS 
 
Quarterly Information 

 For the quarter ended March 31, 

(in $'000) 2014 Restated 2013 

Sales 13 85 

Operating Expenses  1,852 1,263 

Operating Loss (1,839) (1,178) 

Net Financial Expenses 299 41 

Income Tax recovery 34 - 

Net Loss (2,104) (1,219) 

Comprehensive Net Loss (2.109) (1,225) 

 
  

Loss per share    

Basic $(0.05) $(0.05) 

Diluted $(0.05) $(0.05) 

 
  

Cash flow from operating activities before changes working capital items (1,448) (893) 

Cash flow from operating activities (1,731) (568) 

Acquisitions of property and equipment (81) (113) 

Additions to intangible assets (287) (201) 

Cash flow from financing activities 2,388 3,016 

  

  

(in $'000) 
March 31,  

2014 
December 31 

2013 

Cash  407 95 

Total assets 7,639 7,082 

Long term debt 117 127 

Shareholders' equity (2,805) (5,533) 

Other 
  

Weighted average outstanding shares   

Basic and Diluted 39,360,516 22,378,417 

 

Q1-2014 Highlights 

 In early 2014, there were significant changes to the Management team and to the Board of Directors of the 
Company. A new CEO and CFO were appointed and two new board members joined the Board to replace two 
board members who resigned. 

 In January 2014, pursuant to the approval of the Autorité des Marchés Financiers (AMF), convertible debentures 
in the amount of $2,165,177 in capital and accrued interest were converted into 7,987,033 common shares and 
7,987,033 warrants exercisable at $0.30 and $0.40. 
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 In February 2014, 7,987,033 warrants were exercised and the Company issued 7,987,033 common shares and 
received proceeds of $2,443,437. 

 In February 2014, the Company granted 180,000 stock options at an exercise price of $0.50 per stock option 
with a 3 year maturity date. 

 In February 2014, the Company extended 9,964,447 warrants by an additional 12 months 

 In March 2014, the Company assumed a liability in the amount of $1,000,000 for the settlement of a judgement 
rendered by the Quebec Superior Court issued on December 4, 2013 against two former Directors and 
Founders of the Company and the Company with respect to a garnishment issued against the Company 
pursuant to a judgement issued against the former Directors and Founders. An amount of $250,000 was paid at 
signing and the balance including interest to be paid no later than June 27, 2014. In consideration for assuming 
the portion of this liability attributable to the former Directors and Founders, the Company is in the process of 
finalizing an agreement with them to relinquish in favour of the Company, 1,100,000 shares of the Company 
which they currently own as well as other compensation. 

 In March 2014, the Company instituted a Management Cease Trade Order (MCTO) while it worked on restating 
and refilling the 2012 Audited Consolidated Financial Statements and MD&A as well as the September 30, 2013 
Unaudited Consolidated Interim Financial Statements and MD&A.  On April 21, 2014 the Company filed on 
SEDAR the 2012 Audited Consolidated Financial Statement and MD&A as well as the September 30, 2013 
Unaudited Condensed Interim Consolidated Financial Statements and MD&A. On May 2, 2014 the AMF issued 
a Temporary Cease Trade Order (TCTO) for failure to file on April 30, 2014 the 2013 Audited Consolidated 
Financial Statements and management's discussions and analysis. On May 5, 2014 the Company filed on 
SEDAR the 2013 Audited Consolidated Financial Statements and management's discussions and analysis. On 
May 14, 2014 both the MCTO and TCTO were lifted by the AMF. 

 In April 2014, the Company completed the first tranche of the private placement of the $4,000,000 authorized 
financing involving the issuance of unsecured convertible debentures totaling $1,500,000. 

 
2-CONSOLIDATED RESULTS  
 
Net loss 
 
The Company generated a net loss of $2.1M for the three months ended March 31, 2014 (net loss of $1.2M for the 
same period in 2013) for a total change of ($0.9M), which is comprised of the following:  
 

  In $M 

   

Net Loss for three month period ended March 31, 2013  $1.2 

   

Decrease in Revenues  0.1 

Increase in Operating Expenses  0.6 

Increase in Financial Expenses  0.2 

Total Increase in Net Loss  $0.9 

   

Net Loss for three month period ended March 31, 2014  $2.1 

 
During the three months ended March 31, 2014, the Company’s revenues decreased by $0.1M and operating 
expenses increased by $0.6M when compared to the same period in the prior year. There has been a general 
increase in the operating expenses mainly due for the following reasons; 

 The Q1-2014 operating expenses include the Hong Kong subsidiary as well as Solutions Mobi 724 Inc. 
which was not the case in Q1-2013. The Hong Kong subsidiary was established in order to penetrate new 
international markets and the acquisition of Solutions Mobi 724 Inc. in July 2013 was to increase the product 
offering through e-couponing. As a result of the increased international presence salaries, contract labour 
and share based payments increased by $0.4M due to the increase in headcount and office expenses 
increased by $0.05M in Q1-2014 compared to Q1-2013. 
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 The expanded operational and regulatory compliance costs increased professional fees by $0.3M from 
$0.02M for the 3-month period ended March 31, 2013 to $0.03M for the current period. The increase in 
professional fees reflect the increased legal and accounting costs of the Company’s litigations and reporting 
requirements as a public company.  

 
Fiscal 2013 was earmarked to commence commercialization of the software solution and therefore the Company 
began to staff itself accordingly.  Though, there were certain delays in the rollout of the different product lines caused 
by development milestones not being achieved and product rollout schedules being delayed from our customers 
resulted in a shortfall of revenues. As such the Company is still in the development of its software solution and is 
continuing its pilot projects. . The Company is still continuing its effort in the testing and certification of its solution.  
 
As a result of the acquisition of Solutions Mobi 724 Inc., the Company increased its acquired software technology 
and therefore the amortization of intangible assets increased by $0.1M in Q1-2014.  

 
In March 2014, the Company assumed a liability in the amount of $1,000,000 for the settlement of a judgement 

rendered by the Quebec Superior Court issued on December 4, 2013 against two former Directors and Founders of 

the Company. A payable of $1,000,000 was recorded as at December 31, 2013. In Q1-2014, an amount of $250,000 

was paid at signing of the agreement with former Directors and Founders and the balance including interest to be 

paid no later than June 27, 2014. As at May 27, 2013, the Company has paid a total of $500,000. In consideration for 

assuming the portion of this liability attributable to the former Directors and Founders, the Company is in the process 

of finalizing an agreement with them to relinquish in favour of the Company, 1,100,000 shares of the Company which 

they currently own as well as other compensation.  The total compensation will only be received once payment in full 

of the liability is made. In addition, the management service contract between the Company and a company owed by 

the former Directors and Founders was terminated with an effective date of February 9, 2014. As a result, no 

management fees were paid to the owners during the three-month period ended March 31, 2014 resulting in savings 

of $0.1M. 

In addition to the operating expenses increasing by $0.6M when compared to the same period in the prior year, the 
net financial expenses increased by $0.3M which is due to a $0.3M fair value adjustment in the liability for the 
acquisition of the non-controlling interest of Mobi in Q1-2014.  
 

Management expects that expenditures related to the core activities of Research and development and maintaining 
the Company’s regulatory requirements to remain at or near their current levels.  With the readiness of the 
Company’s product solutions, management will devote more resources to sales, marketing, distribution and 
customer support.  Campaigns and budgets are in place to begin an aggressive strategy of product promotion, sales 
staff travel, distributor training and customer support.   
 
3-CASH FLOW AND LIQUIDITY 

At March 31, 2014 the Company had a balance of $0.4M in cash and total assets of $7.6M with total liabilities of 
$10.4M (at December 31, 2013 $0.1M in cash and total assets of $7.1M with total liabilities of $12.6M).  In 
comparison at March 31, 2013, the Company had a balance of cash of $2.8M with total assets of $4.7M and total 
liabilities of $2.8M.  

The ability of the Company to continue as a going concern and to realize the carrying value of its assets and 
discharge its liabilities when due is dependent on future events including maintaining and raising adequate capital 
from either shareholders or outside lenders to finance future development activities.  Please refer to the section on 
Financing Activities below for events that pertain to the continued viability of the Company.  There is no certainty that 
these or other strategies will be sufficient to permit the Company to continue beyond the date of this MD&A. 
 
The business plan of the Company is to generate revenue through the license of its software platform to payment 
processors, banks and wireless telecommunication companies, sales of merchant processing accounts to 
merchants, transaction fees from every transaction performed by one of its customers as well as, set-up and 
transaction fees for the e-couponing business.  These revenues are dependent on the completion of the software 
payment platform as well as the e-couponing solution, obtaining security certification for the platform, servers and 
data communications and the integration of the Company’s platform with multiple acquiring financial institutions.   
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There is a chance that all of the necessary elements will not be completed.  Delays in software development, 
changes in security standards and/or the refusal of a payment acquirer to cooperate with the Company to certify its 
platform in a timely fashion could delay the sale of the Company’s products and forestall revenue generation. 
Summary for the cash flow activities are detailed below: 
 
Operating Activities  
In the 3 month period ended March 31, 2014, the cash flows used from operating activities amounted to $1.7M 
($0.6M for the same period in 2013). The increase comes principally from a greater net loss in Q1-2014 of $2.1M 
($1.2M in Q1-2012). 
 
Investing Activities 
For the quarter ended March 31, 2014, $0.1M was invested for the acquisition of property and equipment ($0.1M in 
Q1 2013), and $0.3M ($0.2M in 2013) was invested in the acquisition of intangible assets.  The intangible assets that 
were acquired was a Payment Software Switch, a software product capable of receiving transactions from POS 
terminals from several manufacturers and forwarding the transactions to the appropriate processor for processing 
and settlement. The acquired software switch when completed will be capable of processing credit and debit 
transaction from standard payment terminals as well as transactions from terminal using EMV (stands for Europay, 
Mastercard and Visa) technology. 
 
Financing Activities 
A summary of the Company’s significant share capital transaction for the quarter ended March 31, 2014 are as 
follows: 
 

Exercise of warrants 
In February 2014, 7,987,033 warrants were exercised and the Company issued 7,987,033 common shares and 
received proceeds of $2,443,437. 
 
Liquidity 
The Company’s Financial Statements have been prepared on a going concern basis. A going concern basis 
contemplates the realization of assets and the settlement of liabilities in the normal course of business as they come 
due. In assessing whether the going concern assumption is appropriate, management takes into account all 
available information about the future, which is at least, but not limited to twelve months from the end of the reporting 
period. Management is aware, in making its assessment, of material uncertainties related to events and conditions 
that may cast a significant doubt upon the Company's ability to continue as a going concern as described in the 
following paragraphs, and accordingly, the appropriateness of the use of accounting principles applicable to a going 
concern. These Financial Statements do not reflect the adjustment to the carrying values of assets and liabilities, 
expenses and financial position classifications that would be necessary if the going concern assumption was not 
appropriate. These adjustments could be material. 
 
Liquidity risk is the risk that the Company will not be able to meet its obligations as they fall due. 

 
The Company’s long term debts are collateralized by equipment and short term investments of the Company. The 
Company manages liquidity risk through the management of its capital structure and financial leverage, as outlined 
in the capital disclosures discussion in the notes to the Financial Statements. It also manages liquidity risk by 
continuously monitoring actual and projected cash flows. The Board of Directors reviews and approves the 
Company’s operating and capital budgets, as well as any material transactions out of the ordinary course of 
business. The contractual obligations of the Company as at March 31, 2014, were comprised of accounts payable 
and accrued liabilities, liability for the acquisition of the non-controlling interest of Mobi, income taxes payable, 
convertible notes, and long-term debt in the aggregate amount of $9.9M ($12.0 as at December 31, 2013). The 
Company’s cash resources were $0.4M as at March 31, 2014 ($0.1M as at December 31, 2013). 

 
While management has been successful in the past at securing financing through the issuance of new equity and 
debt, there can be no assurance it will able to do so in the future. As such, the Company’s continued existence is 
dependent upon obtaining additional financing to restart its operations, complete projects in progress and continue 
its development work.  Given the uncertainty involved in successfully executing on strategy, the realization of assets 
and discharge of liabilities are each subject to significant uncertainty.  
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It is not possible to predict whether the actions taken as a result of the Company’s initiatives will result in 
improvements to its financial condition sufficient to allow the Company to continue as a going concern. If the going 
concern basis is not appropriate, material adjustments will be necessary to the carrying amounts and/or classification 
of assets and liabilities. 
 
4-STATEMENTS OF FINANCIAL POSITION 
 
Assets 
As at March 31, 2014, total assets amounted to $7.6M, an increase of $0.5M when compared to December 31, 
2013. The increase is due primarily to an increase in cash of $0.3M and an increase in intangible assets of $0.2M 
related to the acquisition of Solutions Mobi 724 Inc.  
 

 March 31, 2014  December 31, 2013 

ASSETS  $  $ 

CURRENT ASSETS     

Cash  407,058  94,768 

Short-term investments 39,425  39,425 

Trade and other receivables 207,200  177,808 

Inventories 94,458  78,750 

Prepaid expenses  1,277  10,510 

 749,418  401,261 

    

NON-CURRENT ASSETS    

Deferred costs 269,011  222,368 

Property and equipment 179,716  204,850 

Intangible assets 3,301,191  3,113,881 

Goodwill 3,139,191  3,139,191 

 6,889,413  6,680,290 

    

 7,638,831  7,081,551 

 
Accounts Payable and Accrued Liabilities 

 March 31, 2014  December 31, 2013 

 $  $ 

    

Accounts payable and accrued liabilities 1,842,664  1,708,814 

Salaries and related benefits 335,719  122,914 

Amounts due to related parties  61,401  412,528 

Liability for third party garnishment resulting from assumption of 
judgment against former directors  750,000  1,000,000 

 2,989,784  3,244,256 

 
Accounts payable and accrued liabilities decreased between March 31, 2014 and December 31, 2013 by 0.2M. The 
decrease is primarily the result of a payment made by the Company of $250,000 relating to the liability for third party 
garnishment resulting from assumption of judgment against former directors. The management service contract 
between the Company and a company owed by the former Directors and Founders was terminated with an effective 
date of February 9, 2014 and as such the amounts due to a company owed by the former Directors and Founders 
were reclassified out of related party and into accounts payable. 
 
In addition to the accounts payable and accrued liabilities, the Company recorded a liability of $6.4M ($6.1M as at 
December 31, 2013) because at the acquisition date of Solutions Mobi 724 Inc., Hybrid has an obligation to acquire 
the non-controlling interest. Such liability is recorded at fair value of the redeemable amount and is determined on a 
multiple of 4.5 times the expected future annual revenues based on signed contracts at the date of the second 
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closing to acquire the remaining 49% Mobi share and discounted at a rate of 31.9% (36.9% at December 31, 2013). 
The settlement of the obligation will be paid by the Company by the issuance of common shares whereby the price 
per share will be determined as the greater of the 30 day trading weighted average market price prior to the second 
closing date or $1.23.  The Company also has the option to settle the liability in cash or a combination of cash and 
shares. 
 
Long-Term Liabilities and Contractual and Constructive Obligations 
 

 March 31, 2014 

 
Carrying 
amount 

 
Less than 
one year 

 2-5 years  
Over 5 
years 

Accounts payable and accrued 
liabilities 2,989,784  2,989,784  -  - 

Liability for the acquisition of the non-
controlling interest of Mobi 6,368,562  6,368,562  -  - 

Income taxes payable 7,289  7,289  -  - 

Convertible notes 376,835  376,835  -  - 

Long term debt 117,617  34,428  83,189  - 

 9,860,087  9,776,898  83,189  - 

 
Contingencies and Events after the Reporting Period 
Through the normal course of operations, the Company may be exposed to a number of lawsuits, claims and 
contingencies. Provisions are recognized as liabilities in instances when there are present obligations and it is 
probable that an outflow of resources embodying economic benefits will be required to settle the obligations and 
where such liabilities can be reliably estimated. Although it is possible that liabilities may be incurred in instances 
where no provision has been made, the Company has no reason to believe that the ultimate resolution of such 
matters will have a material impact on its financial position. 
 
To the best knowledge of management, the Company is presently in compliance, in all material respects, with the 
laws and regulations already in place 
 
Events after the Reporting Period 
In April 2014, the Company completed the first tranche of the private placement of the $4,000,000 authorized 
financing involving the issuance of unsecured convertible debentures totaling $1,500,000. 
 
Off-Balance Sheet Transactions 
As at March 31, 2014, the Company had not entered into any significant off-balance sheet transactions.  
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5-QUARTERLY REVIEW 
(Quarters were not audited) 
 

(in $'000) 2014 2013  2012  

 Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2 

         

Revenues 13 (125) 11 95 85 (4) 16 - 

         

Expenses         

Share-based payments expense 229 1,143 147 169 234 876 - - 

Salaries and benefits 493 323 336 250 178 202 144 88 

Contract labor  285 445 148 330 181 237 328 290 

Management fees - 11 383 364 124 671 - - 

Computer software development 143 131 236 213 158 259 48 71 

Travel 78 275 204 197 57 94 57 68 

Professional fees 289 398 117 136 27 164 59 43 

Office expense 112 124 98 160 69 53 41 54 

Marketing and promotion 8 4 31 191 67 47 20 109 

Filing fees 31 35 39 39 36 30 13 21 

Loss on settlement of liabilities - 129 - - - 676 - - 

Purchases 7 (79) 69 55 73 6 34 - 

Write-off of deposits - 90 0 0 - - - - 

Taxes and licenses 5 26 0 0 - - 1 - 

Foreign Exchange loss - 24 4 (6) 5 - - - 

Depreciation of property & equipment 28 17 45 30 22 36 8 5 

Amortization of intangible assets 141 223 99 31 31 31 31 - 

Impairment of Intangible Assets - 1,054 - - - - - - 

Provision for third party garnishment - 1,000 - - - - - - 

Bad debt 3 - - - - - - - 

Gain from disposal of Intangible Asset - - - - - (338) - - 

Total operating expenses 1,852 5,369 1,967 2,152 1,262 3,044 784 749 

Operating Loss (1,839) (5,493) (1,956) (2,057) (1,178) (3,048) (768) (749) 

Net Financial expenses 299 2,382 254 45 41 122 100 128 

Net loss before income taxes (2,138) (7,875) (2,210) (2,102) (1,219) (3,170) (868) (877) 

Net Recovery of tax (34) (128) - - - (277) 0 0 

Net loss  (2,104) (7,747) (2,210) (2,102) (1,219) (2,893) (868) (877) 

Cumulative Translation Adjustment (5) (23) (6) (1) (6) 14 0 0 

Comprehensive Loss (2,109) (7,771) (2,216) (2,104) (1,225) (2,879) (868) (877) 

Loss Per Share (0.05) (0.28) (0.08) (0.08) (0.05) (0.20) (0.06) (0.06) 

         

Cash 407 95 539 2,035 2,816 688 97 59 

Working capital (9,027) (11,504) (3,762) (117) 456 (1,520) 319 (646) 

Total assets 7,639 7,082 5,757 4,378 4,735 2,535 1,617 173 

Equity attributable to shareholders of 
Company (2,445) (5,179) 701 1,313 1,587 (713) (480) (3,230) 

Cash flow from operating activities (1,730) (847) (1,183) (1,981) (568) (36) (1,467) (883) 

Acquisition of intangible 287 (97) 263 197 201 - - - 
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6-RELATED PARTY TRANSACTIONS 
 
The following table summarized the transaction and balances outstanding with related parties of the Company: 

 

 
For the three-
months ended 
March 31, 2014 

 
For the three-
months ended 
March 31, 2013 

 $  $ 

Transactions:     

Management fees to officers and directors
1
 -  41,100 

Management fees to persons that are significant shareholders 
and founders of the Company

2
 -  83,100 

Finder’s fee to persons that are significant shareholders and 
founders of the Company

2
 -  - 

Commission to persons that are significant shareholders and 
are founders of the Company 

2
 (included in share issue 

costs) -  115,632 

 -  239,832 

    

 March 31, 2014  December 31, 2013 

Balances outstanding:    

Amounts due to officers and directors 61,401  141,874 

Amounts due to persons that are significant shareholders and 
founders of the Company  -  261,779 

Amounts due to an officer of a subsidiary -  8,875 

 61,401  412,528 

 
1 

There are management service contracts between the Company and key management personnel according to 
which the latter provide advisory and management services to the Corporation in exchange for management fees. 
 
2 

There was a management service contract between the Company and significant shareholders (own more than 
10% of the outstanding common shares) who are also key management personnel of the Company according to 
which the latter provide advisory and management services to the Company in exchange for management fees. 
The contracts also provide for the payment a finder’s fee of 4% for closing of any financings as well as a 3.5% 
commission in the event the completion of a merger or an acquisition involving the Company.  In consideration for 
the settlement agreement assumed by the Company, the management service contract was terminated with an 
effective date of February 9, 2014. 
 

Compensation of key management personnel 
 
The remuneration of directors and other members of key management personnel during the year were as follows: 

 

 

For the three 
months ended 
March 31, 2014 

 

For the three 
months ended 
March 31, 2013 

 
$  $ 

    
Salaries and related benefits and contract labor 174,267  - 

Management fees, commissions and finder’s fees -  239,832 

Share-based payments compensation 129,132  116,128 

 
303,399  355,960 
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Data on Available Outstanding Shares (as at May 27, 2014): 
 

  Number 

Common shares  44,147,761 

Options  5,081,301 

Warrants  13,311,229 

 
7-OUTLOOK FOR 2014 
 
Our main channel partner for Hybrid at this stage of our product deployment is Zebra Technology through their Zebra 
commerce division. In 2013 we set the go to market agenda and developed a solution that resonates with their global 
sales team. We participated in numerous trade shows globally. Mid-year 2014 the global sales should be equipped 
with our MPOS solution and fleet solution for all of the sales team on a worldwide basis. 
 
The recent acquisition of Motorola solutions by Zebra should accelerate the deployment of our fleet solution on a 
global basis. The Company has a revenue share agreement in place with Zebra on the future sales of the Hybrid 
solution. 
 
Hybrid should be in a position to deliver by Q2 and increase volume by Q3 2014. Mobi724 will greatly participate in 
the revenue curve. However the delays in funding cycle did slow down our deliveries and therefore the revenue 
profile. 
 
2014 will be a year of MPOS deployments across the Philippines with 4 banks (who represent 68% of all 
transactions in country) and the largest telco. We have visibility to thousands of terminals deployment taking 
advantage of our switch technology and back end system environment. 
 
The Hong Kong operation has engaged with a number of key projects to be delivered in 2014, important Asian bank 
offered Hybrid to insert Hybrid’s solution in the merchant services offering. We entered in 2013 in strategic 
discussion with MasterCard to partner in the next generation payment services with the MIGS (MasterCard Internet 
Gateway Services) EMV platform. 
 
Mobi724 will start generating revenues from their 5 major accounts, Groupo Sancor, Telefonica, Argentinean cities 
and HSBC. The agility of their one swipe technology gives them a key market advantage. We believe that the Mobi 
OneSwipe technology will to a certain level across South America by year end. We can see similar traction in South 
East Asia. 
 
8-RISKS AND UNCERTAINTIES  
 
The Company operates in the technology industry which is subject to numerous significant risks that can influence 
the profitability of a company.  The Company has disclosed several of these risks in the December 31 ,2013 MD&A 
which it believes to be the most significant and that could have a material impact on its current operations.  An 
investment in the Company should be considered highly speculative due to the nature of the Company’s activities 
and its current stage of development.  
 

9-RESTATEMENT  
 
On April 19, 2014 the Company restated its audited consolidated financial statements as at and for the year ended 
December 31, 2012.  The nature and impact of each error were explained in Note 24 to the aforementioned audited 
consolidated statements. As such, the errors also had an impact on the condensed interim consolidated financial 
statements of the Company as at and for the three months ended March 31, 2013. The impact of such errors on the 
interim consolidated statements of financial position, net loss, comprehensive loss and cash flows as at and for the 
three months ended March 31, 2013 are as follows; 
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The March 31, 2013 Interim Consolidated Statement of Financial Position was adjusted as follows 
 

 
Reference 

Previously 
Reported 

Adjustment
s 

As 
Restated 

Assets     

Current assets     

Cash   2,816,380 - 2,816,380 

Accounts receivable   78,733 - 78,733 

Inventory  30,314 - 30,314 

Loans receivable  70,032 - 70,032 

Deposits and sales tax receivable  182,123 - 182,123 

  3,177,583 - 3,177,583 

Non-current assets     

Intangible assets  1 - 1 

EMV payment switch  201,349 - 201,349 

Software technology (a,g) 972,000 (10,000) 962,000 

Processor connections  (g) 200,000 (15,000) 185,000 

Property and equipments (f) 207,519 1,071 208,590 

  1,580,869 (23,929) 1,556,940 

Total assets  4,758,451 (23,929) 4,734,522 

     

Liabilities     

Current liabilities     

Accounts payable and accrued liabilities   636,503 - 636,503 

Due to related parties  198,877 - 198,877 

Deferred taxes (a,d) - 74,226 74,226 

Convertible notes   1,886,053 - 1,886,053 

  2,721,433 74,226 2,795,659 

     

Shareholders’ Equity     

Capital stock (c) 8,226,440 (24,827) 8,201,613 

Options reserve (b,h) 605,184 513,494 1,118,678 

Equity component of convertible notes   351,507 - 351,507 

Warrants Reserve (c) 728,512 24,827 753,339 

Accumulated other comprehensive income (f) - 10,795 10,795 

Deficit attributable to Shareholders of the 
Company (b,d,e,f,g,h,i) (8,277,521) (571,261) (8,848,782) 

  1,634,122 (46,972) 1,587,150 

Equity attributable to non-controlling interest (a,e,f,h,i) 402,896 (51,183) 351,713 

Total Shareholders’ Equity  2,037,018 (98,155) 1,938,863 

Total liabilities and Shareholders’ Equity  4,758,451 (23,929) 4,734,522 
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The March 31, 2013 interim Consolidated Statement of Net Loss and Comprehensive Loss was adjusted as follows; 
 

Three Months Ended March 31, 2013 Reference 
Previously 
Reported 

Adjustments 
As 

Restated 

Revenues     

Revenues  84,702 - 84,702 

     

Expenses     

Contract labor (j) 156,986 24,131 181,117 

Salaries and related expenses  177,922  177,922 

Stock-based payment expenses (h) - 234,134 234,134 

Computer software development (j) 182,298 (24,131) 158,167 

Purchases  72,534 - 72,534 

Management fees (j) 87,000 37,200 124,200 

Professional fees  27,464 - 27,464 

Rent and utilities  21,068 - 21,068 

Office expense  33,412 - 33,412 

Travel & entertainment (j) 93,814 (37,200) 56,614 

Filing fees  36,267 - 36,267 

Marketing and promotion  66,660 - 66,660 

Telephone and internet  14,423 - 14,423 

Foreign exchange loss (gain) (f) 11,248 (5,956) 5,292 

Amortization of intangible asset (g) - 31,000 31,000 

Depreciation of property and equipment  22,006 - 22,006 

Total Operating Expenses  1,003,102 259,178 1,262,280 

     

Operating Loss  (918,400) (259,178) (1,177,578) 

     

Interest and bank charges, net  2,419 - 2,419 

Accretion expense on convertible notes  38,671 - 38,671 

     

Net Loss  (959,490) (259,178) (1,218,668) 

     

Cumulative Translation Adjustment (f) - (5,956) (5,956) 

     

Comprehensive Loss  (959,490) (265,134) (1,224,624) 

     

Net loss attributable to     

     

Owners  (914,441) (243,988) (1,158,429) 

Non-controlling interest (i) (45,049) (15,190) (60,239) 

  (959,490) (259,178) (1,218,668) 

     

Net loss and Comprehensive Loss attributable to     

     

Owners  (914,441) (247,382) (1,161,823) 

Non-controlling interest  (45,049) (17,752) (62,801) 

  (959,490) (265,134) (1,224,624) 

 
The effect of the restatements on net loss per share (basic and diluted) is an increase of $0.01 to $0.05. 
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The March 31, 2014 Interim Consolidated Statement of Cash Flows has been adjusted as follows; 
 

 Reference 
Previously 
Reported 

Adjustments As Restated 

Operating activities     

Net Loss for the period  (959,490) (259,178) (1,218,668) 

Adjustment for items not involving cash:     

Depreciation of property and equipment  22,006 - 22,006 

Amortization of intangible assets (g) - 31,000 31,000 

Stock-based payment expenses (h) - 234,134 234,134 

Accretion expense  38,671 - 38,671 

     

Changes in non-cash working capital items     

Increase in deposits and sales taxes receivable  (56,759)  (56,759) 

Increase in inventory  (6,299)  (6,299) 

Decrease in accounts receivable  277,960  277,960 

Increase in prepaids and deposits (*1) - (24,890) (24,890) 

Decrease in accounts payable and accrued 
liabilities 

 77,509  77,509 

Increase in due to related parties (*1) - 57,676 57,676 

Cash flow used in operating activities  (606,402) 38,742 (567,660) 

     

Investing activities     

Purchase of plant and equipment  (112,858) - (112,858) 

Investment in EMV payment switch technology  (201,349) - (201,349) 

Cash flows used in investing activities  (314,207) - (314,207) 

     

Financing Activities     

Proceeds from issue of common shares  3,247,736 - 3,247,736 

Proceeds from issue of warrants  1,304 - 1,304 

Share issue costs  (233,022) - (233,022) 

Increase in loans receivable (*1) (24,890) 24,890 - 

Increase in loans payable (*1) 57,676 (57,676) - 

Cash flow provided by financing activities  3,048,804 (32,786)  

     

Effect of exchange rate changes on cash (f) - (5,956) (5,956) 

     

NET INCREASE IN CASH  2,128,195 - 2,128,195 

     

Cash – beginning of period  688,185 - 688,185 

Cash – end of period  2,816,380 - 2,816,380 

     

 
(*1) Reclassification of amount to changes in non-cash working capital items to better reflect the nature of the 
transactions and to be consistent to the presentation for the three months ended March 31, 2014. 
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a) In the purchase price allocation for the acquisition of Vault Acquiring Solutions LLC (Vault), the fair value of the 
net assets acquired and the non controlling interest were incorrectly calculated in the December 31, 2012 
consolidated financial statements.  As a result, the following adjustments were made;  

 

Consolidated Statement of Financial Position  

 $ 

  

Increase in Software Technology 68,000 

Increase in Deferred Tax Liability 206,846 

Decrease in Non Controlling Interest 138,846 

  

 
b) The Company recalculated the estimate of the stock based compensation expense for the year ended December 

31, 2012.  As a result, the following adjustments were made;  
 

Consolidated Statement of Financial Position  

 $ 

  

Increase in options reserve 279,360 

Increase in Deficit 279,360 

  

 
c) The Company reclassified the expired warrants out of capital stock into warrant reserve for the year ended 

December 31, 2012.  As a result, the following adjustments were made;  
 

Consolidated Statement of Financial Position  

 $ 

  

Decrease in capital stock 24,827 

Increase in warrants reserve 24,827 

  

 
d) In the December 31, 2012 consolidated financial statements, The Company adjusted the deferred tax recovery 

based on the adjusted purchase price allocation for the acquisition of Vault.  As a result, the following adjustments 
were made;  

 

Consolidated Statement of Financial Position  

 $ 

  

Decrease in Deferred Tax Liability 132,620 

Decrease in Deficit 132,620 

  

 
e) In the December 31, 2012 consolidated financial statements, the net loss attributable to the non controlling 

interest did not take into account the amortization of the software technology nor the processor connectors as well 
as the increase in the recovery of the deferred taxes.  As a result, the following adjustments were made;  

 

Consolidated Statement of Financial Position  

 $ 

  

Increase in Deficit 105,415 

Increase in non-controlling interest 105,415 

  

  



Management Discussion and Analysis                                                Hybrid Paytech World Inc. 
                              March 31, 2014 

17 

f) At December 31, 2012, the Company changed the functional currency of the Company’s subsidiary Vault 
Acquiring Solutions LLC to the United Sates dollar and Hybrid-PayTech Asia Inc. to the Philippine Peso from the 
Canadian dollar. As a result, the following adjustments were made;  

 

Consolidated Statement of Financial Position  

 $ 

  

Increase in Deficit 7,162 

Decrease in non-controlling interest 2,562 

Increase in Cumulative Translation Adjustment 10,795 

Increase in Property and Equipment 1,071 

  

 

Consolidated Statement of Statement of Net Loss 

 $ 

  

Decrease in Foreign Exchange Loss 5,956 

  

 

Consolidated Statement of Comprehensive Loss 

 $ 

  

Increase in comprehensive loss attributable to shareholders of Hybrid 3,394 

Increase in comprehensive loss attributable to non-controlling interest 2,562 

  

 
g) The Software technology and the Processor connections’ estimated life was estimated at 10 years instead of 

being assets with an indefinite life.  As a result, the following adjustments were made;  
 

Consolidated Statement of Financial Position  

 $ 

  

Increase in Accumulated Amortization -   Software Technology 78,000 

Increase in Accumulated Amortization -   Processor Connections 15,000 

Increase in Deficit 93,000 

  

 

Consolidated Statement of Net Loss 

 $ 

  

Increase in Amortization Expense 31,000 
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h) The company recalculated the estimate of the stock based compensation expense for the stock option granted 
during fiscal year 2012. As a result, the following adjustments were made to the March 31, 2013 condensed 
interim consolidated financial statement; 

 
Consolidated Statement of Financial Position  

 $ 

  

Increase in Option Reserve 234,134 

Increase in Deficit 234,134 

  

 

Consolidated Statement of Net Loss  

 $ 

  

Increase in share based payment expense 234,134 

  

 
i) The net loss attributable to the non controlling interest did not take into account the adjustment relating to the 

amortization of the software technology and the processor connectors.  As a result, the following adjustments 
were made to the March 31, 2013 condensed interim consolidated financial statements;  

 

Consolidated Statement of Financial Position  

 $ 

  

Decrease in Deficit 15,810 

Decrease in non-controlling interest 15,190 

  

 

Consolidated Statement of Net Loss  

 $ 

  

Increase in net loss attributable to shareholders of Hybrid 15,810 

Increase in net loss attributable to non-controlling interest 15,190 

  

 
j) The Company performed certain reclassification on the Consolidated Statement of Net Loss to better reflect the 

nature of the account. As a result, the following adjustment were made to the March 31, 2013 condensed interim 
consolidated financial statements;  

 
Consolidated Statement of Net Loss  

 $ 

  

Increase in management fees 37,200 

Decrease in travel expenses 37,200 

Increase in contract labor 24,131 

Decrease in computer software development 24,131 
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