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MANAGEMENT’S DISCUSSION AND ANALYSIS 

The following management’s discussion and analysis (MD&A”) of Poynt Corporation’s (the 

“Company” or “Poynt Corp.”) (TSX-V: PYN) financial condition and results of operations is a 

review of the three months ended June 30, 2012 compared to the same period in the previous 

year. The discussion and analysis should be read in conjunction with the audited consolidated 

financial statements for the year ended December 31, 2011 which are prepared in accordance 

with International Financial Reporting Standards (“IFRS”). Readers should also refer to the 

December 31, 2011 MD&A, which along with all previous public filings, including the Company’s 

Annual Information Form for the year ended December 31, 2011, may be found on SEDAR at 

www.sedar.com. The discussion is intended to provide both a historical and prospective analysis 

of Poynt Corp.’s activities. Any estimates are based on assumptions of future events and may be 

subject to change.   

 

The discussion and analysis for the three months ended June 30, 2012 is prepared and contains 

disclosure of material changes occurring up to and including August 29, 2012. 

 

Forward-looking Statements 

Management’s discussion and analysis contains forward-looking statements related to 

Management’s intentions and plans concerning future financing and investing activities and the 

sufficiency of working capital to continue operations. These statements reflect Management’s 

view with respect to future events. Such forward-looking statements are subject to important 

risks, uncertainties and assumptions. The results or events predicated in these forward-looking 

statements may differ materially from actual results or events. As a result, you are cautioned not 

to place undue reliance on these forward-looking statements. Although the Company believes 

that the forward-looking statements contained herein are reasonable, no assurance can be 

given that its expectations are correct and that the results, performance or achievements 

expressed in, or implied by, forward-looking statements within this disclosure will occur, or if they 

do, that any benefits may be derived from them. All forward-looking statements are expressly 

qualified in their entirety by this cautionary statement. 

 

These forward-looking statements are based on certain key assumptions regarding, among 

other things: the ability of the Company to successfully exit creditor protection, continue as a 

going concern and achieve future profitable operations and obtain additional financing, the 

ability of the Company to monetize its platforms, the continued successful development, 

implementation and execution of the Poynt local search and advertising platform, the ability to 

protect the Company's intellectual property and conditions in general economic and financial 

markets.  
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Material risk factors that could cause actual results to differ materially from the forward-looking 

information include, but are not limited to: risk that the Company will be unable to meet the 

terms of the Debtor-in-possession (“DIP”) financing; risk that the Company will be unable to 

obtain additional DIP financing; risk that the Company will be unable to meet the terms, 

conditions and approval requirements under its creditor protection; inability of the Company to 

fund its obligations; the deteriorating economic and market conditions that could lead to 

reduced spending on information technology products; competition in the Company’s target 

markets; potential capital needs; management of future growth and expansion; the 

development, implementation and execution of the Company’s strategic visions; risk of third-

party claims of infringement; protection of proprietary information; customer acceptance of the 

Company’s existing and newly introduced products; the success of brand development efforts; 

risks associated with strategic alliances; failure of counterparties to perform on contracts; failure 

to successfully negotiate contracts; failure to successfully negotiate a strategic opportunity; 

need to develop new and enhanced products; potential product defects; ability to hire and 

retain qualified employees and key management personnel; risks associated with changes in 

domestic and international market conditions and the entry into and development of new 

markets for the Company’s products; failure to obtain all required regulatory approvals, 

including the approval of the TSX Venture Exchange; and the risks described under "risk factors" 

in the Company’s Annual Information Form for the year ended December 31, 2010 which is 

available on Poynt Corp.’s SEDAR profile (www.sedar.com).  

 

Although the Company has attempted to identify important factors that could cause actual 

actions, events or results to differ materially from those described in the forward looking 

statements, there may be other factors that cause actions, events or results to differ from those 

anticipated, estimated or intended. In making the forward looking statements in this filing, the 

Company made, among others, the following assumptions: that the Company will be able to 

formulate a suitable creditor proposal in the timelines required under its creditor protection filing; 

that the Company will be able to complete a DIP financing under the timelines required by the 

Court; that the Company will be able to hire and retain qualified employees; conditions in 

general economic and financial markets; ability to complete a strategic transaction; receipt of 

all necessary regulatory approvals; and the ability to obtain financing on acceptable terms, 

including the Company’s ability to finance its future commitments.  

The forward-looking statements contained in this MD&A are made as of August 29, 2012. Except 

as required by law, the Company disclaims any intention and assumes no obligation to update 

or revise any forward-looking statements, whether as a result of new information, future events or 

otherwise.  
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Overview 

Poynt Corp. is a global mobile local search and advertising company. The Company’s flagship 

product, the Poynt local search and advertising platform (“Poynt” or the “Platform”), is an all-in-

one location-based search and advertising tool for Android, iPhone, Windows Phone and Nokia 

devices along with  BlackBerry smartphones and BlackBerry PlayBook Tablet devices. Poynt is 

currently available for these devices in Canada, the United States, the United Kingdom, Italy, 

France, Spain, Germany, Australia and India. Poynt can be downloaded from its mobile download 

site at m.poynt.com or via the respective device Platform stores. 

 

For millions of consumers, Poynt is a mobile local search platform that connects them with local 

offers, businesses, restaurants, gas prices, movie theatres and events at the moment they want 

to buy or acquire products or services. For businesses, Poynt is a mass media channel and 

targeted ad enabling platform. Poynt combines the what, where and when of consumer 

behaviour by targetting ads based on what a person is searching for through keyword query, 

where the person is searching through a GPS or user-stated location, and when a person is 

searching through the use of day-parting capabilities. This enables Poynt to deliver targeted 

advertising, offers and local search results to inspire a consumer to act on their search and, 

ultimately, drive foot traffic through the retailer's door.  

 

Poynt provides contextual and relevant advertising to users performing local queries and its 

revenue model is based on user queries, page views, advertising and transactions within the 

Platform. Each user query generates several page views which are monetized through display 

advertising and sponsored listings paid for by advertisers. These advertising placements 

generate revenues on a cost per thousand impressions (CPM) basis or on a cost per click (CPC) 

basis. Transactions, such as ticket sales and restaurant reservations, also contribute to revenues 

on a fee for service basis. 

 

In the discussions that follows, the use of “K” represents $1,000. 

Second Quarter 2012 Highlights 

 

User Growth 

The Poynt user base continues to grow at a rapid pace, adding an average of 20,991 new users 

daily during the quarter.  Poynt’s unique user base grew by 1,910,199 from 14,876,983 on March 

31, 2012 to 16,787,182 on June 30, 2012.  For the same period in 2011, the unique user base grew 

by 1,688,832 (daily average of 18,559) from 6,814,793 on March 31, 2011to 8,503,625 on June 30, 

2011. This growth mirrors the strong growth in the mobile local search and advertsing industries. 
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Significant Growth in India  

In April 2012, Poynt Corp. reported strong growth for their timesPoynt product with a 900% growth 

rate over 6 months and a 300% growth in average users since marketing efforts began in late 

February 2012. To discuss the growth of market opportunities for location-based search (LBS) in 

India, Poynt Corp. and the Mobile Marketing Association (MMA) hosted a free webinar, entitled 

"smartphone growth and the adoption of LBS in India," in one of the fastest-expanding mobile 

markets in the world, the growing popularity of timesPoynt demonstrates how the mobile search 

app is successfully addressing the country's increasing demand for mobile information and 

engagement. 

 

Expansion of Advertising Potential 

On May 31, 2012, Poynt Corp. announced the expansion of its advertising products with the 

introduction of Brandscape, a background page takeover within the search verticals of the 

Poynt Platform ("Poynt" or the "Platform"). The Brandscape sponsorship provides advertisers with 

100 percent Share of Voice within the search vertical of their choice - gas prices, businesses, 

movies, events, people and restaurants. Brandscape offers an integrated and elegant brand 

placement with the ability to target messages and special offers to Poynt users in Canada and 

the U.S., on iPhone and Android platforms. 

 

Conference Presentations  

On May 21, 2012, Poynt Corp. presented at the B. Riley & Co. 13th Annual Investor Conference in 

Santa Monica, California. Poynt Corp.'s CEO, Andrew Osis, discussed the Company’s recent 

expansion into China and provided a monetization strategy update. 

 

On June 4, 2012, Poynt Corp. presented at the Credit Suisse Wireless Ecosystem Conference in 

Boston, MA. During a panel discussion and group meetings, Andrew Osis discussed how location-

based advertising services are expected to serve the changing mobile landscape. 

 

Financial Highlights 

See Creditor Protection Proceedings and Going Concern (notes 2 and 3) of the accompanying 

condensed consolidated interim financial statements for the period ended June 30, 2012. 
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LIQUIDITY AND CAPITAL RESOURCES 

 

 June 30, 

 2012 

December 31, 

2011 

December 31, 

2010
 

Current assets $ 4,354,564 $ 6,609,339 $ 2,304,772 

Current liabilities $ 10,207,300 $ 3,754,524 $ 1,184,900 

Total assets $ 22,166,792 $ 25,523,841 $ 21,233,064 

    
 

FINANCIAL RESULTS AND SHARE INFORMATION 

Six months ended June 30 

Financial results 2012 2011 2010 

 Revenues $ 953,996 $     1,109,115 $      407,184 

 Salaries and consulting  $ 4,642,811 $     3,313,964 $   1,966,404 

 Total expenses $12,775,771 $     8,523,529 $ 11,585,346 

 Capital expenditures $135,917 $     1,220,039 $ 20,246,489 

 Loss per share (0.03) (0.02) (0.05) 

Shares outstanding    

 Basic 500,244,535 474,030,698 265,816,846 

 Diluted  621,039,798 594,743,394 297,461,826 
 

Summary of Quarterly Results 

Quarter ended  June 30, 2012  Mar 31, 2012  Dec 31, 2011  Sept 30, 2011 

Revenues $ 463,355  490,641  553,910  734,007 

Other income $ -  -  511,893  - 

Net loss from operations $ (5,999,707)  (5,822,068)  (9,608,212)  (5,504,977) 

Loss per share – basic $ (0.01)  (0.01)  (0.02)  (0.01) 

Total assets $ 22,166,792  24,002,191  25,523,841  27,658,506 

Long – term debt $ 495,133  555,596  615,208  99,542 

Total liabilities $ 10,464,243  6,534,565  4,150,592  4,277,939 
 

 
 

 
 

 
 

 
 

Quarter ended  Jun 30, 2011  Mar 31, 2011  Dec 31, 2010  Sep 30, 2010 

Net sales $ 573,399  535,716  339,107  255,124 

Net loss from operations $ (3,650,111)   (2,421,755)  (2,771,783)  (2,968,996) 

Loss per share – basic $ (0.01)  (0.01)  (0.01)  (0.01) 

Total assets $ 30,312,172  18,263,856  21,233,064  20,451,247 

Long – term debt $ 125,158  79,051  96,853  114,460 

Total liabilities $ 1,804,280  1,366,813  1,296,207  1,239,195 
         

Quarter ended  Jun 30, 2010  Mar 31, 2010  Dec 31,2009*  Sep 30, 2009* 

Net sales $ 214,734  192,450  65,778  105,389 

Net loss from operations $ (2,225,475)  (8,952,687)  (1,270,199)  (1,677,676) 

Loss per share – basic $ (0.01)  (0.05)  (0.01)   (0.01) 

Total assets $ 22,817,165  24,975,395  1,631,922  2,251,118 

Long – term debt $ 131,975  -  -  - 

Total liabilities $ 1,058,356  1,143,042  767,664  427,907 

         
Notes: *Results are reported using accounting principles generally accepted in Canada prior to the changeover to IFRS. 
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Results of Operations  

Revenues 

Revenues for the three months ended June 30, 2012 was $463K compared to $573K for the 

same period in 2011. For the quarter ended June 30, 2012 the Company’s revenues 

consisted of $125K in fixed licensing fees and $337K in advertising revenues. 

 

The fixed licensing fees are a result of a five-year agreement signed in 2010. Under the 

terms, the Company is to receive $500K per annum as well as the sharing of advertising 

income generated.  For the quarter ended June 30, 2012 the Company did not monetize 

any advertising revenues on this contract. 

 

The advertising revenues generated on the Platform are determined predominantly by the 

number of users and the rates received from our customers.  In the quarter ended  

June 30, 2012, the cumulative user base increased by 1,910,199 or 13% starting from 

14,876,983 on March 31, 2012 and ending with 16,787,182 on June 30, 2012.  On an average 

basis, there were 20,991 new users added per day during this period.  For comparison, there 

were on average 18,559 new users added per day in the quarter ended June 30, 2011.  User 

growth can be attributed to greater awareness of the Poynt brand through marketing 

efforts internally as well as from partners and the expansion of the Poynt offering across 

platforms, geographies as well as application features. 

 

Platform advertising fee revenues are generated when a user clicks on a listing sponsored 

by one of the Company’s partners or when ads were displayed.  The amount of revenue 

recognized on sponsored listings is dependent on the fee paid for the particular listing.  For 

the quarter ended June 30, 2012 the Company has received $0.012 average gross revenue 

per search.   

 

Display revenue is based on the impression model and is directly proportionate to the fill 

rate, search volume and cost per impression (CPM).  The number varies as it is determined 

based on a negotiated rate with the advertisers.  The Company recorded display revenue 

of $133K for the quarter ended June 30, 2012 compared to $110K for the same period in 

2011.   

 

In addition, the Company recorded approximately $50K in the three months ended June 30, 

2011, related to the platform assets acquired from go2 Media, Inc.  No such revenues were 

recorded in the quarter ended June 30, 2012. 

 

The Company recorded nil in interest income for the quarter ended June 30, 2012 

compared to $10K for the same period in 2011.  In 2011, the Company earned interest on 

the cash raised in the April 2011 private financing. 

 

Rental income of $2K (2011 - $19K) was recorded on subleases on the Calgary office. 
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Operating Expenses 

Operating expenses for the quarter ended June 30, 2012 were $6,463K compared to $4,224K 

for the same period in 2011.  The $2,240K (53%) increase in operating expenses was related to 

the following: 

 

• Salary and consulting increased $505K or 25% from $2,035K in the second quarter of 2011 

to $2,540K for the same period in 2012. Year over year, the Company increased its 

investment in human capital primarily in the areas of engineering, business development 

and marketing to address growth opportunities in geographies, features and display 

and platform advertising.  In addition to the direct investment costs for the human 

capital, the Company incurred $78K in the second quarter of 2012 related to recruiting 

and ad placement costs.  Going forward, the Company continues to explore cost 

saving opportunities with a goal of significantly reducing its cost structure, including its 

investment in human capital, with a view to maximize the productivity of its core 

employees.  Data costs increased for the quarter ended June 30, 2012 when compared 

to the same period in 2011 as a result of the large increase in user base, additional data 

feeds to support increased functionality and geographies. The Company is exploring 

partnership opportunities to reduce these costs. 

 

• Stock-based compensation expense increased $149K or 65% from $229K in 2011 to $377K 

in 2012.  During the three months ended June 30, 2012, a total of 415,000 options were 

granted compared to 450,000 for the same period in 2011. The 2012 options have a lower 

weighted average life of 2.4 years (2011 – 4.2 years), lower volatility of 113% (2011 – 

208%), higher estimated forfeiture rate 5.4% (2011 – 1.8%) and lower risk-free rate of 1.17% 

(2011 – 2.37%).  Offsetting the higher expense related to the option grants in 2012 was the 

fact that in the three months ended June 30, 2011, 375,000 warrants valued at $51K were 

granted to a company controlled by a director.  There was no such grant in 2012. 

 

• Administration, occupancy and insurance expenses decreased $104K from $490K in 2011 

to $387K in 2012.  The overall cost decrease was largely due to no provision being taken 

in 2012 related to lease premises.  In 2011, the Company recorded a provision of $149K 

related to the old Calgary office lease. The administration costs are in general higher as 

a result of increased operating activity.  The major increases can be attributed to higher 

computer licensing and maintenance fees of $26K, higher securities filing costs of $131K 

and higher dues and subscription costs of $22K. These costs were offset by a $26K 

decrease in rent, significant decrease in exchange loss of $135K, decrease in travel of 

$68K, The higher computer licensing costs can be attributed to additional licenses 

required for additional personnel.   The security filing costs have increased due to fees 

related to additional shares and options outstanding, increased maintenance and press 

release costs related to being a public entity.  The increase in dues and subscriptions can 

be attributed to increased personnel and participation in additional organizations to 

build the Company brand. The decrease in foreign exchange loss is due to a large 

exchange loss recorded in 2011 related to the April financing. 
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• Advertising and marketing increased $1,002K from $320K in 2011 to $1,322K in 2012.  

During 2011, the Company initiated an increased brand awareness program in 

sponsoring a NASCAR Nationwide Series Entry.  This program has continued into 2012 with 

a Company investment of approximately $865K in the three months ended June 30, 

2012.  The Company incurred lower expenditures in the area of public relations of $40K  

as a result of the rationalization of consultants in certain geographic regions. Investor 

relations costs declined approximately $20K as a result of switching to another agency as 

well as reduced consultant expenditures. 

 

• Professional fees decreased $46K or 13% from $355K in 2011 to $309K in 2012.  The 

decrease is attributed to one time fees in 2011 of $270K incurred related to the April 2011 

financing. This decrease is partially offset by increased audit fees of $20K and legal fees 

of $215K.  The greater audit costs in 2012 relate to both timing and additional procedures 

related to IFRS and potential entrance into the U.S. financial market.  The additional legal 

expenses relate to continued costs related to the entrance into the Asian market,  

structuring of debt financing and the entrance into the U.S. financial market as well as 

corporate reorganization. 

 

• Strategic initiatives costs increased $905K.  Included in this amount are costs related to 

financial advisory contracts of $202K and $703K related to start-up costs in a new 

geographic region.  There were no similar costs expensed in the comparable period in 

2011. 

 

• Amortization of tangible assets increased $72K or 147% from $49K in 2011 to $121K in 2012 

substantially due to the amortization of additional computer equipment, office furniture 

and new leasehold improvements. 

 

• Amortization of intangible assets decreased $244K or 33% from $745K in 2011 to $501K in 

2012.   

 

 

Finance Costs 

 

The finance costs include the interest on the long term debt, interest on the promissory notes 

to officers, directors and a significant shareholder and interest and accretion expense on 

the secured loan. 
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Liquidity and Capital Resources 

 

Creditor Protection Proceedings 

On July 5, 2012, the Company made an application for an order under the Bankruptcy and 

Insolvency Act (Canada) (“BIA”), commencing a creditor protection proceeding in the 

Court of Queen’s Bench of Alberta in Bankruptcy and Insolvency (the “Court”). The 

Company applied to the Court and received an order staying all claims and actions 

against the Company and its assets for a 30-day period.  The purpose of this initial order was 

to provide the Company with relief designed to allow management to develop a 

restructuring plan while conducting business in the ordinary course.  On July 30, 2012, the 

Company was granted another order authorizing debtor-in-possession (“DIP”) financing in 

the amount of $300,000 and an extension to the stay period to August 12, 2012.  On August 

13, 2012, the Company was granted another order extending its creditor protection until 

August 15, 2012, providing the Company with additional time to work towards closing DIP 

financings. On August 15, 2012, the Company was granted another order extending its 

creditor protection until August 20, 2012.  On August 17, 2012, the Company was granted 

another order authorizing DIP financing in the amount of $80,000 and extending the creditor 

protection to August 26, 2012. On August 27, 2012, the Company was granted another 

order extending its creditor protection until  August 30, 2012, providing the Company with 

additional time to work towards closing DIP financings.  The Company expects that 

additional extensions will be granted by the Court to provide enough time to complete the 

restructuring process. 

 

The Company remains in possession of its assets and is continuing to operate the business in 

accordance with the applicable provisions of the BIA and DIP financing.  In general, the 

Company is authorized to continue to operate as an ongoing business but may not engage 

in transactions outside the ordinary course of business without the approval of the Court.  In 

order to successfully emerge from BIA protection, the Company will be required to obtain 

additional financing and to propose and obtain approval from affected creditors and 

confirmation by the Court of a proposal that satisfies the requirements of the BIA.  An 

approved proposal would inter alia resolve pre-petition obligations, set forth the revised 

capital structure and provide for corporate governance following implementation.  There 

can be no assurance however that additional financing will be obtained, that additional 

extensions will be granted by the Court or that a proposal will be supported and approved 

by affected creditors and confirmed by the Court or that such proposal will be 

implemented successfully.  In any case, should the Company lose the creditor protection, 

creditors may immediately enforce rights and remedies against the Company which may 

lead to the liquidation of the Company’s assets. 
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Going Concern 

 

The financial statements have been prepared in accordance with International Financial 

Reporting Standards (“IFRS”) applicable to a going concern as a corporation, meaning the 

Company will be able to realize its assets and discharge its liabilities in the normal course of 

operations.  

 

Since inception, the Company has incurred significant losses from operations and negative 

cash flows from operating activities and, as at June 30, 2012, accounts payable is 

$7,089,416 in excess of the sum of the Company’s cash and cash equivalents and accounts 

receivable. 

 

On July 5, 2012, the Company was unable to meet its commitments to repay the secured 

loan triggering a default under the terms of the loan agreement. 

 

The BIA proceedings and DIP financing has provided the Company with temporary relief 

and access to financial resources to enable it to operate with minimal disruption while a 

restructuring plan is formulated.  However, there can be no assurance as to the outcome or 

success of the restructuring plan. The continuation of the Company’s operations is 

dependent on the ability to successfully implement the restructuring plan, achieve future 

profitable operations and to obtain additional financing.  There are no assurances that the 

Company will be successful in its attempt to secure financing to maintain operations and as 

a result, there is significant doubt regarding the going concern assumption and, 

accordingly, the use of accounting principles applicable to a going concern and the ability 

of the Company to meet its obligations as they come due. 

 

The financial statements do not reflect adjustments that would be necessary if the going 

concern assumption was not appropriate. If the going concern assumption was not 

appropriate for the financial statements, then necessary adjustments to the carrying values 

of the assets and liabilities, the reported income and expenses and the balance sheet 

classifications would be required, which could be material. 

 

Management continues to pursue opportunities to increase the user base, monetize this user 

base, pursue cost cutting opportunities, and improve operational deficiencies with the goal of 

achieving a positive cash flow in 2013.  After adjusting for the strategic initiatives costs of 

$1,904K and non-cash items including depreciation of $241K, amortization of $1,006K, stock 

based compensation of $1,340K and the accretion on the secured loan of $81K, the net cash 

operating costs have averaged approximately $1,237K per month over the six months ended 

June 30, 2012.  This is higher than the average net cash operating costs of $659K the same 

period in 2011. This can be attributed to increased marketing investment to build Company, 

brand and product recognition, increased human capital and the Company’s expenditures 

related to their strategic initiatives.  Management is reviewing these expenditures with an 

intent to reprioritize its initiatives.  The Company will need to raise additional funds in the future 

and there can be no assurance that such funds will be raised, or that financing efforts will be 

successful. 
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Operating Activities 

For the six months ended June 30, 2012, the Company used $3,398K (2011 - $5,167K) cash in 

operating activities.  Before non-cash working capital items, the Company utilized $9,324K in 2012 

compared to $4,103K in 2011. The higher usage of cash is attributed to the higher operating 

expenses.  Cash generated in working capital items included a decrease in accounts receivable 

of $607K, decrease in prepaid expenses and deposits of $299K, decrease in other assets of $1,131K 

and an increase in accounts payable of $3,953K.  This was offset, in part, by an increase in goods 

and services tax recoverable of $24K and a decrease in provisions of $40K. 

 

The accounts receivable are lower in 2012 due to faster payment from some customers.  The 

goods and services tax recoverable represented amounts owing for the quarters ended March 31, 

2012 and June 30, 2012.  Contributing to the higher GST receivable was the greater expenditures 

made on professional fees related to the audit, legal and other consulting expenditures. 

 

Prepaid expenses and deposits are lower in 2012 primarily due to the amortization of the 

prepayment of the advisory services fee to Juniper Capital.   The other asset amount is lower at 

June 30, 2012 due to the recognition on additional start-up costs related to the Asian initiative. 

 

Accounts payable are higher than at December 31, 2011 due to additional professional fees 

incurred and the management of cash resources.  

 

Investing Activities 

During the six months ended June 30, 2012, the Company invested $136K in fixed assets and 

intangible assets.  These costs relate to additional expenditures on patents and computer 

equipment. 

 

Financing Activities 

During the six months ended June 30, 2012, the Company issued 4,300,000, 4,487,000 and 

1,666,666 common shares on the exercise of warrants, broker options and stock options for net 

cash proceeds of $430K, $224K and $247K, respectively. 

 

Transactions with Related Parties 

As at June 30, 2012 the Company had promissory notes totalling $260,080 Canadian dollars and 

$154,000 United States dollars owing to Directors of the Company.  Additionally, the Company 

had  promissory notes owing to officers of the Company and a significant shareholder totalling 

$526,435 Canadian dollars and $75,460 United States dollars, respectively. The promissory notes 

bear interest between 4% and 12% per annum and are due on demand.  

  



 

 

 
Poynt Corporation 

Three Months Ended        June 30, 2012 
 

 

 
                                                                                                                             

Page  12 of 30 

 

 

During 2011, a significant shareholder of the Company earned $2,787,875 in strategic initiative 

fees related to the provision of strategic and business advice, government relations and 

assistance with negotiating strategies and approaches directed to securing new markets, 

customers and financing in Asia. Subject to regulatory approval, these fees are to be settled 

through the issuance of common shares.  At June 30, 2012, this amount is included in 

shareholder’s equity as shares to be issued. 

 

On March 15, 2012, the Company entered into a joint venture agreement with Intertainment 

Media Inc. (“Intertainment”) and Ortsbo Inc., a wholly-owned subsidiary of Intertainment.  An 

individual who is an officer and director of Intertainment was also a director of the Company. 

Subsequent to June 30, 2012, this individual resigned as a director of the Company.  The Joint 

Venture will explore the integration of Ortsbo Inc.’s Ortsbo application, mutual exchange of 

advertising resources as well as additional monetization opportunities. Under terms of the joint 

venture agreement, the Company will share in fifty percent of the gross revenues generated. 

The terms of joint venture agreement were amended to provide for a one-time payment of 

$150,000 to Intertainment for additional consulting services provided by during the three months 

ended June 30, 2012.   

 

In addition, Intertainment provided the Company with one and a half million Canadian dollars 

of secured debt funding. The loan is secured by a first priority lien against the Company's assets 

with original maturity on June 29, 2012 and annual interest rate of 8%.  Prior to June 30, 2012, the 

Company negotiated an extension on repayment of the secured loan to July 5, 2012 with the 

intent of obtaining sufficient financing for the repayment.  Under the terms of the extension, the 

annual interest rate increased to 12% effective from the date of advancement of the funds.  The 

financing did not materialize and as a result, the Company was unable to repay the outstanding 

amount triggering a default under the terms of the loan agreement. 

In connection with the debt funding, Intertainment received 6,000,000 non-transferable share 

purchase warrants, with each warrant entitling the holder to acquire one common share at an 

exercise price of $0.115 per share. The warrants expire on the earlier of the date the debt is 

repaid and five years from the date of issuance. 

The debenture was recorded at the amount of proceeds received less the amount attributed to 

the fair value of the warrants issued of $80,862 using the Black-Scholes pricing model with the 

following assumption: no common share dividend will be paid; expected volatility of 73%; 

expected life of 0.16 years; and a risk-free interest rate of 1.29%. 

The debt component of $1,419,138 is accreted to its face value through an interest charge over 

its term to maturity using the effective interest rate method. The accretion expense for the six 

months ended June 30, 2012 is $80,862. 

 

  



 

 

 
Poynt Corporation 

Three Months Ended        June 30, 2012 
 

 

 
                                                                                                                             

Page  13 of 30 

 

 

Activities Subsequent to June 30, 2012 

Under the revised terms of the loan agreement with Intertainment, the secured loan was 

repayable on July 5, 2012.  The Company was unable to meet the repayment terms and as a 

result made an application for an order under the BIA, commencing a creditor protection 

proceeding in the Court.  The Company applied to the Court and received an order staying all 

claims and actions against the Company and its assets for a 30-day period.  The purpose of this 

initial order was to provide the Company with relief designed to allow management to develop 

a restructuring plan while conducting business in the ordinary course.   

 

On July 18th, 2012, Poynt Corp. launched the Poynt Beta for Android in North America. Built for Ice 

Cream Sandwich (Android 4.0), the Beta introduced a bold new look for the Poynt Platform along 

with several technical enhancements - improved battery life and network bandwidth use, a tiled 

dashboard design and drawer-style navigation. 

On July 30, 2012, the Company was granted another order authorizing DIP financing in the 

amount of $300,000 and an extension to the stay period to August 12, 2012. This DIP financing 

carries an interest rate of 14% per annum, is secured against all of the Company's assets and is 

repayable at thelender’s demand following an event of default.  In any event, it will be repaid in 

full at the earliest of: (i) twelve months from July 30, 2012; (ii) the date on which the Company 

completes all requirements of the Company's Notice of Intention to Make a Proposal (the 

"Proposal Proceedings") under the BIA that has been accepted by its creditors and approved by 

an order of the Court; and (iii) the fifth business day following the date on which the stay of 

proceedings ordered in the Proposal Proceedings is terminated or lifted. 

On August 13, 2012, the Company was granted another order extending its creditor protection 

until August 15, 2012, providing the Company with additional time to work towards closing DIP 

financings. On August 15, 2012, the Company was granted another order extending its creditor 
protection until August 20, 2012.   

On August 17, 2012, the Company was granted another order authorizing DIP financing in the 

amount of $80,000 and extending the creditor protection to August 26, 2012.  This DIP financing 

carries an interest rate of 14% per annum, is secured against all of the Company's assets and is 

repayable at the lender's demand following an event of default. In any event, it will be repaid in 

full at the earliest of: (i) twelve months from August 16, 2012; (ii) the date on which the Company 

successfully completes all requirements of the Proposal Proceedings under the BIA; (iii) the fifth 

business day following the date on which the stay of proceedings ordered in the Proposal 

Proceedings is terminated or lifted; or (iv) the Company completes any debt or equity financing 

in excess of $500,000.00.  Subject to receipt of all required regulatory approvals, including the 

approval of the TSX Venture Exchange, the Company has agreed to issue 320,000 common 

shares to this lender as consideration for taking the risk of providing of the DIP financing. The 

common shares will be subject to applicable hold periods or restricted periods and resale 

restrictions imposed under applicable securities laws, including, but not limited to, a hold period 
of four months and one day following the date of issuance of the common shares.  
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On August 27, 2012, the Company was granted another order extending its creditor protection 

until  August 30, 2012, providing the Company with additional time to work towards closing DIP 

financings.   

 

As at August 29, 2012, the Company continues to be under creditor protection.  The Company 

plans to put forth a proposal to the creditors in the near term which will include a plan to exit 

creditor protection and increase shareholder value.  While under creditor protection, the 

Company’s ongoing operations and business are continuing in the normal course. In an effort to 

improve operational efficiencies, reduce costs and achieve cash flow positive operations in due 

course, several management changes were implemented. Effective July 5, 2012, David Lucatch 

resigned from his position on the Company's Board of Directors. Effective July 31, 2012, Cassy 

Weber, SVP Monetization, Matt Kojalo, VP Global Advertising Sales and Damon Miller, VP Platform 

Product, were no longer with the Company. Effective August 9, 2012, Phil Gontier, European 

General Manager was no longer with the Company. Effective August 24, 2012, Margaret Glover-

Campbell, SVP marketing and External Communications, and Brad Murray, SVP Technology, were 

no longer with the Company. The duties and responsibilities of these individuals were reassessed 

and assigned to several core members of the Poynt team – a reflection of the strength and depth 

of talent found within the Company. Overall, this corporate restructuring reflects the Company’s 

long term plan of addressing all creditor obligations while maximizing shareholder value. 

 

Critical Accounting Estimates 

The preparation of the financial statements in conformity with IFRS requires management to 

make estimates and assumptions that affect the reported amounts of assets, liabilities and 

contingent liabilities at the date of the consolidated financial statements and reported amounts 

of revenues and expenses during the reporting period. Estimates and judgments are 

continuously evaluated and are based on management’s experience and other factors, 

including expectations of future events that are believed to be reasonable under the 

circumstances. However, actual outcomes can differ from these estimates.  
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The key sources of estimation uncertainty that have a significant risk of causing material 

adjustment to the amounts recognized in the consolidated financial statements include: 

 

Impairment of non-financial assets 

Impairment exists when the carrying value of an asset or cash generating unit exceeds its 

recoverable amount, which is the higher of its fair value less costs to sell and its value in use. 

The fair value less costs to sell calculation is based on available data from binding sales 

transactions in an arm’s length transaction of similar assets or observable market prices less 

incremental costs for disposing of the asset. The value in use calculation is based on a 

discounted cash flow model. The cash flows are derived from the budget for the next five 

years and do not include restructuring activities that the Company is not yet committed to 

or significant future investments that will enhance the asset’s performance of the cash 

generating unit being tested. The recoverable amount is most sensitive to the discount rate 

used for the discounted cash flow model as well as the expected future cash inflows and 

the growth rate used for extrapolation purposes.  

 

Share-based payment transactions 

The Company measures the cost of share-based payment transactions with employees by 

reference to the fair value of the equity instruments. Estimating fair value for share-based 

payment transactions requires determining the most appropriate valuation model, which is 

dependent on the terms and conditions of the grant. This estimate also requires determining 

and making assumptions about the most appropriate inputs to the valuation model 

including the expected life, volatility and dividend yield of the share option. In addition, 

judgment is required to estimate the number of share-based awards that are expected to 

be forfeited. 

 

Taxes 

Provisions for taxes are made using the best estimate of the amount expected to be paid 

based on a qualitative assessment of all relevant factors. The Company reviews the 

adequacy of these provisions at the end of the reporting period. However, it is possible that 

at some future date an additional liability could result from audits by taxing authorities. 

Where the final outcome of these tax-related matters is different from the amounts that 

were initially recorded, such differences will affect the tax provisions in the period in which 

such determination is made. 
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Useful lives of property and equipment 

The Company estimates the useful lives of property and equipment based on the period 

over which the assets are expected to be available for use. The estimated useful lives of 

property and equipment are reviewed periodically and are updated if expectations differ 

from previous estimates due to physical wear and tear, technical or commercial 

obsolescence and legal or other limits on the use of the relevant assets. In addition, the 

estimation of the useful lives of property and equipment are based on internal technical 

evaluation and experience with similar assets. It is possible, however, that future results of 

operations could be materially affected by changes in the estimates brought about by 

changes in factors mentioned above. The amounts and timing of recorded expenses for 

any period would be affected by changes in these factors and circumstances. A reduction 

in the estimated useful lives of the property and equipment would increase the recorded 

expenses and decrease the non-current assets. 

 

Useful lives of intangible assets 

The Company estimates the useful lives of intangible assets based on the period over which 

the assets are expected to have economic use. The estimated useful lives of intangible 

assets are reviewed periodically and are updated if expectations differ from previous 

estimates due to technical or commercial obsolescence and legal or other limits on the use 

of the relevant assets. In addition, the estimation of the useful lives of intangible assets is 

based on internal technical evaluation and experience with similar assets. It is possible, 

however, that future results of operations could be materially affected by changes in the 

estimates brought about by changes in factors mentioned above. The amounts and timing 

of recorded expenses for any period would be affected by changes in these factors and 

circumstances. A reduction in the estimated useful lives of the intangible assets would 

increase the recorded expenses and decrease the non-current assets. 

 

Allowance for doubtful debts 

The Company makes allowance for doubtful debts based on an assessment of the 

recoverability of receivables. Allowances are applied to receivables where events or 

changes in circumstances indicate that the carrying amounts may not be recoverable. 

Management specifically analysed historical bad debts, customer concentrations, 

customer creditworthiness, current economic trends and changes in customer payment 

terms when making a judgment to evaluate the adequacy of the allowance of doubtful 

debts of receivables. Where the expectation is different from the original estimate, such 

difference will impact the carrying value of receivables. 

 
Critical Accounting Policies 

Significant accounting policies are those policies most important in the preparation of the 

Company’s consolidated financial statements. Policy selection requires management’s 

subjective and complex judgment from many alternatives. Management believes that those 

policies are reasonable, based on the information available. Those policies affect the reported 

amounts of assets and liabilities at the date of the consolidated financial statements and 

revenues and expenses during the period represented. 
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Basis of consolidation 

The consolidated financial statements include the accounts of Poynt Corporation and its 

subsidiaries. Subsidiaries are fully consolidated from the date of acquisition, being the date 

on which the Company obtains control, and continue to be consolidated until the date that 

such control ceases. The financial statements of the subsidiaries are prepared for the same 

reporting period as the parent, using consistent accounting policies. All intercompany 

balances, income and expenses, unrealized gains and losses and dividends resulting from 

intercompany transactions are eliminated in full. 

 

Losses within a subsidiary are attributed to the non-controlling interest even if that results in a 

deficit balance. 

Cash and cash equivalents 

Cash and cash equivalents are recorded at cost, which approximates fair market value, and 

include cash at banks and on hand and short-term investments with original maturities of 

three months or less. 

Leases 

Leases in which the Company assumes substantially all the risks and rewards of ownership 

are classified as finance leases. Upon initial recognition the leased asset is measured at an 

amount equal to the lower of its fair value and the present value of the minimum lease 

payments. Subsequent to initial recognition, the asset is accounted for in accordance with 

the accounting policy applicable to that asset and lease payments are apportioned 

between finance charges and reduction of the lease liability so as to achieve a constant 

rate of interest on the remaining balance of the liability. Finance charges are recognized in 

finance costs in the statement of comprehensive income.   

 

Other leases are operating leases and the leased assets are not recognized in the 

Company’s statement of financial position. Operating lease payments are recognized in 

profit or loss on a straight-line basis over the lease term. 

 Property and equipment 

Property and equipment are stated at cost less accumulated depreciation and/or 

accumulated impairment losses if any. Depreciation is calculated on a straight-line basis to 

recognize the cost less estimated residual value over the estimated useful life of the assets as 

follows: 

 

Computer     3 years 

Furniture and equipment  5 years 

Leasehold improvement  term of lease  

 

The assets’ residual values, useful lives and methods of depreciation are reviewed at each 

financial year end and adjusted prospectively, if appropriate. 
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Gains or losses arising from derecognition of property and equipment are measured as the 

difference between the net disposal proceeds and the carrying amount of the asset and 

are recognized in the income statement when the asset is derecognized. 

Intangible assets 

Intangible assets acquired separately are measured on initial recognition at cost. The cost of 

intangible assets acquired in a business combination is its fair value as at the date of 

acquisition. Following initial recognition, intangible assets are carried at cost less any 

accumulated amortization and any accumulated impairment losses. Internally generated 

intangible assets, excluding capitalized development costs, are not capitalized and 

expenditure is reflected in the income statement in the year in which the expenditure is 

incurred. 

 

The useful lives of intangible assets are assessed as either finite or indefinite. The useful lives of 

the Company’s intangible assets have been assessed as finite.  Intangible assets with finite 

lives are amortized over the useful economic life and assessed for impairment whenever 

there is an indication that the intangible asset may be impaired. 

 

Amortization is calculated on a straight line basis over the economic useful life of finite 

intangible assets as follows: 

 

Trademarks   10 years 

Patents and technology  1 - 20 years 

 

Gains or losses arising from derecognition of an intangible asset are measured as the 

difference between the net disposal proceeds and the carrying amount of the asset and 

are recognized in the income statement when the asset is derecognized. 

 

Research and development costs 

 

Research costs are expensed as incurred. Development expenditures on an individual 

project are recognized as an intangible asset when the Company can demonstrate: 

 

• The technical feasibility of completing the intangible asset so that it will be available for 

use or sale 

• Its intention to complete and its ability to use or sell the asset 

• How the asset will generate future economic benefits 

• The availability of resources to complete the asset 

• The ability to measure reliably the expenditure during development. 
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Following initial recognition of the development expenditure as an asset, the cost model is 

applied requiring the asset to be carried at cost less any accumulated amortization and 

accumulated impairment losses. Amortization of the asset begins when development is 

complete and the asset is available for use. It is amortized over the period of expected 

future benefit. During the period of development, the asset is tested for impairment annually. 

Impairment of non-financial assets  

At the end of each reporting period, the Company reviews the carrying amounts of its assets 

that are subject to depreciation and amortization to determine whether there is any 

indication that those assets have suffered an impairment loss. If any such indication exists, 

the recoverable amount of the asset is estimated in order to determine the extent of the 

impairment loss (if any). Where it is not possible to estimate the recoverable amount of an 

individual asset, the Company estimates the recoverable amount of the cash-generating 

unit (“CGU”) to which the asset belongs. Where a reasonable and consistent basis of 

allocation can be identified, corporate assets are also allocated to individual CGUs; 

otherwise they are allocated to the smallest group of CGUs for which a reasonable and 

consistent allocation basis can be identified. 

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing 

value in use, the estimated future cash flows are discounted to their present value using a 

pre-tax discount rate that reflects current market assessments of the time value of money 

and the risks specific to the asset for which the estimates of future cash flows have not been 

adjusted. 

If the recoverable amount of an asset or CGU is estimated to be less than its carrying 

amount, the carrying amount of the asset or CGU is reduced to its recoverable amount. An 

impairment loss is recognized immediately in profit or loss. 

Where an impairment loss subsequently reverses for assets with a finite useful life, the carrying 

amount of the asset or CGU is increased to the revised estimate of its recoverable amount, 

but so that the increased carrying amount does not exceed the carrying amount that would 

have been determined had no impairment loss been recognized for the asset or CGU in 

prior years. A reversal of an impairment loss is recognized immediately in profit or loss. 

Investment in associate 

Investments which are not consolidated and where the Company exerts significant influence 

on the associate are recorded using the equity method of accounting.  

Under the equity method, the investment in the associate is carried in the statement of 

financial position at cost plus post acquisition changes in the Company’s share of net assets 

of the associate.  

The statement of comprehensive income reflects the share of the results of operations of the 

associate. 
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Provisions 

A provision is recognized if, as a result of a past event, the Company has a present legal or 

constructive obligation that can be estimated reliably, and it is probable that an outflow of 

economic benefits will be required to settle the obligation. Provisions are determined by 

discounting the expected future cash flows at a pre-tax rate that reflects current market 

assessments of the time value of money and the risks specific to the liability. The unwinding of 

the discount is recognized as a finance cost. 

 

A provision for onerous contracts is recognized when the unavoidable costs of meeting the 

obligation under the contract exceed the expected benefits to be derived by the 

Company. The provision is measured at the present value of the lower of the expected cost 

of terminating the contract and the expected net cost of continuing with the contract. 

Revenue recognition 

Revenue is recognized to the extent that it is probable that the economic benefits will flow to 

the Company and the revenue can be reliably measured. Revenue is measured at the fair 

value of the consideration received or receivable, excluding discounts, rebates, and sales 

taxes or duty. The Company assesses its revenue arrangements against specific criteria in 

order to determine if it is acting as principal or agent.  The following specific recognition 

criteria must also be met before revenue is recognized: 

 

Rendering of services 

Revenue from online queries is recognized by reference to the stage of completion. The 

stage of completion is measured as either not started or as completed when users 

perform queries that trigger revenue recognition in terms of customer contracts. 

Advertising revenue is recorded net of any revenue share portion retained by, or paid 

to, advertising sources or partners.  Revenues for the fixed portion of these fees are 

recognized ratably over the contract period while revenues for the variable portion of 

these fees are recognized as earned.   

 

Rental income 

Rental income arising from sublease agreements is accounted for on a straight line 

basis over the lease terms. 
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Taxes 

Tax expense comprises current and deferred tax. Tax is recognized in the income statement 

except to the extent it relates to items recognized in other comprehensive income or directly 

in equity. 

 

Current Income tax 

Current tax expense is based on the results for the period as adjusted for items that are 

not taxable or not deductible. Current tax is calculated using tax rates and laws that 

were enacted or substantively enacted at the end of the reporting period. 

Management periodically evaluates positions taken in tax returns with respect to 

situations in which applicable tax regulation is subject to interpretation. Provisions are 

established where appropriate on the basis of amounts expected to be paid to the tax 

authorities. 

 

Deferred tax 

Deferred tax is recognized using the liability method on temporary differences arising 

between the tax bases of assets and liabilities and their carrying amounts in the 

statement of financial position. Deferred tax is calculated using tax rates and laws that 

have been enacted or substantively enacted at the end of the reporting period, and 

which are expected to apply when the related deferred income tax asset is realized or 

the deferred income tax liability is settled. 

 

Deferred tax liabilities: 

• are generally recognized for all taxable temporary differences; 

• are recognized for taxable temporary differences arising on investments in 

subsidiaries except where the reversal of the temporary difference can be 

controlled and it is probable that the difference will not reverse in the foreseeable 

future; and 

• are not recognized on temporary differences that arise from goodwill which is not 

deductible for tax purposes. 

 

Deferred tax assets: 

• are recognized to the extent it is probable that taxable profits will be available 

against which the deductible temporary differences can be utilized; and 

• are reviewed at the end of the reporting period and reduced to the extent that it is 

no longer probable that sufficient taxable profits will be available to allow all or 

part of the asset to be recovered. 

 

Deferred tax assets and liabilities are not recognized in respect of temporary differences 

that arise on initial recognition of assets and liabilities acquired where the transaction 

does not affect accounting profit or taxable profit other than in a business 

combination. 
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Share-based payments 

Equity-settled share-based payments to employees and others providing similar services to 

the Company are measured at the fair value of the equity instruments at the grant date. 

 

The fair value determined at the grant date of the equity-settled share-based payments is 

expensed on a graded basis over the vesting period based on the Company’s estimate of 

equity instruments that will eventually vest. At the end of each reporting period, the 

Company revises its estimate of the number of equity instruments expected to vest. The 

impact of the revision of the original estimates, if any, is recognized in profit or loss such that 

the cumulative expense reflects the revised estimate, with a corresponding adjustment to 

contributed surplus. 

 

Equity-settled share-based payment transactions with parties other than employees are 

measured at the fair value of the goods or services received, except where that fair value 

cannot be estimated reliably, in which case they are measured at the fair value of the 

equity instruments granted at the date the Company obtains the goods or the counterparty 

renders the service. 

Finance costs 

Finance costs comprise interest expense on borrowings, including finance leases and 

unwinding of the discount on provisions. Borrowing costs that are not directly attributable to 

the acquisition, construction or production of a qualifying asset are recognized in profit or 

loss using the effective interest method. 

Foreign currency translation 

The Company’s consolidated financial statements are presented in Canadian dollars, which 

is also Poynt’s functional currency.  

 

Items included in the financial statements of each consolidated entity are measured using 

the currency of the primary economic environment in which the entity operates (the 

"functional currency"). Foreign currency transactions are translated into the functional 

currency using the exchange rates prevailing at the dates of the transaction. Foreign 

exchange gains and losses resulting from the settlement of such transactions and from the 

translation of monetary assets and liabilities not denominated in the functional currency of 

an entity are recognized in the statement of comprehensive income. 

Non-derivative financial instruments 

Non-derivative financial instruments are recognized when the Company becomes a party to 

the contractual provisions of the instrument. Financial assets are derecognized when the 

rights to receive cash flows from the assets have expired or have been transferred and the 

Company has transferred substantially all risks and rewards of ownership. Non-derivative 

financial instruments are recognized initially at fair value plus, for instruments not at fair value 

through profit or loss, any directly attributable transaction costs. 
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Subsequent to initial recognition, non-derivative financial instruments are measured as 

described below: 

 

Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable 

payments that are not quoted in an active market. They are included in current assets, 

except for those with maturities greater than 12 months after the end of the reporting 

period which are classified as non-current assets. The Company’s loans and receivables 

comprise accounts receivable. Loans and receivables are initially recognized at fair 

value plus transaction costs and subsequently carried at amortized cost using the 

effective interest method. 

 

Financial assets at fair value through profit or loss 

Financial assets at fair value through profit or loss (“FVTPL”) are financial assets held for 

trading or financial assets designated as such by management on initial recognition. 

Such assets are held for trading if they are acquired principally for the purpose of selling 

in the short-term. These assets are initially recognized, and subsequently carried, at fair 

value, with changes recognized in the income statement. Transaction costs are 

expensed. Assets in this category include cash and cash equivalents. 

 

Other financial liabilities 

Other financial liabilities are initially measured at fair value, net of transaction costs, and 

are subsequently measured at amortized cost using the effective interest method. 

Liabilities in this category include accounts payable and short term promissory notes. 

Equity instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an 

entity after deducting all of its liabilities. Equity instruments issued by the Company are 

recorded at the proceeds received, net of direct issue costs. 

Impairment of financial assets 

Financial assets are assessed at each reporting date in order to determine whether objective 

evidence exists that the assets are impaired as a result of one or more events which have 

had a negative effect on the estimated future cash flows of the asset. 

 

If there is objective evidence that a financial asset has become impaired, the amount of the 

impairment loss is calculated as the difference between its carrying amount  and the present 

value of the estimated future cash flows from the asset discounted at its original effective 

interest rate. Impairment losses are recorded in earnings. If the amount of the impairment loss 

decreases in a subsequent period and the decrease can be objectively related to an event 

occurring after the impairment was recognized, the impairment loss is reversed up to the 

original carrying value of the asset. Any reversal is recognized in earnings. 
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Earnings per share (“EPS”) 

Basic EPS is calculated by dividing profit or loss attributable to owners of the Company (the 

numerator) by the weighted average number of ordinary shares outstanding (the 

denominator) during the period. The denominator (number of common shares) is calculated 

by adjusting the shares in issue at the beginning of the period by the number of shares 

bought back or issued during the period, multiplied by a time-weighting factor. 

 

Diluted EPS is calculated by adjusting the earnings and number of shares for the effects of 

dilutive options and other dilutive potential common shares. The effects of anti-dilutive 

potential common shares are ignored in calculating diluted EPS. All options and other 

common shares are considered anti-dilutive when the Company is in a loss position. 

Recent accounting pronouncements  

The Company has reviewed new and revised accounting pronouncements that have been 

issued but are not yet effective and determined that the following may have an impact on 

the Company: 

IFRS 9, ‘Financial Instruments’ was issued in November 2009 as the first step in its project 

to replace IAS 39 ‘Financial Instruments: Recognition and Measurement’. IFRS 9 

introduces new requirements for classifying and measuring financial assets that must be 

applied starting January 1, 2013, with early adoption permitted. The IASB intends to 

expand IFRS 9 during the intervening period to add new requirements for classifying 

and measuring financial liabilities, de-recognition of financial instruments, impairment 

and hedge accounting. The Company is currently assessing the impact of this standard. 

 

IFRS 10, ‘Consolidated Financial Statements’ was issued in May 2011 and will supersede 
the consolidation requirements in SIC‐12 ‘Consolidation – Special Purpose Entities’ and 

IAS 27 ‘Consolidated and Separate Financial Statements’ effective for annual periods 

beginning on or after January 1, 2013, with early application permitted. IFRS 10 builds on 

existing principles by identifying the concept of control as the determining factor in 

whether an entity should be included within the consolidated financial statements of 

the parent company. The standard also provides additional guidance to assist in the 

determination of control where this is difficult to assess. The Company is currently 

assessing the impact of this standard. 

IFRS 11, ‘Joint Arrangements’ was issued in May 2011 and will supersede existing IAS 31, 

‘Joint Ventures’ effective for annual period beginning on or after January 1, 2013, with 

early application permitted. IFRS 11 provides for the accounting of joint 

arrangements by focusing on the rights and obligations of the arrangement, rather 

than its legal form (as is currently the case). The standard also eliminates the option to 

account for jointly controlled entities using the proportionate consolidation method. 

The Company is currently assessing the impact of this standard. 

 

  



 

 

 
Poynt Corporation 

Three Months Ended        June 30, 2012 
 

 

 
                                                                                                                             

Page  25 of 30 

 

 

IFRS 12, ‘Disclosure of Interests in Other Entities’ was issued in May 2011 and is a new and 

comprehensive standard on disclosure requirements for all forms of interests in other 

entities, including subsidiaries, joint arrangements, associates and unconsolidated 

structured entities. IFRS 12 is effective for annual periods beginning on or after 1 

January 2013, with earlier application permitted. The Company is currently assessing the 

impact of this standard. 

 

IFRS 13, ‘Fair Value Measurement’ was issued in May 2011 and provides guidance on fair 

value measurement and disclosure requirements.  IFRS 13 will improve consistency and 

reduce complexity by providing a precise definition of fair value measurement and 

disclosure requirements.  IFRS 13 is effective for annual periods beginning on or after 1 

January 2013, with earlier application permitted. The Company is currently assessing the 

impact of this standard. 

 

Risk and Uncertainty 

The Company’s business involves a high degree of risk that a combination of experience, 

knowledge and careful evaluation may not overcome. Due to the Company’s limited history of 

operations and no history of earnings, there can be no assurance that the Company will be 

successful or be profitable. In addition to the risks described elsewhere in this report, the 

Company is subject to each of, the cumulative effect of, and all of, the following risk factors: 

 

Going Concern 

The continuation of the Company’s operations is dependent on the ability to successfully 

exit the BIA proceedings, achieve future profitable operations and to obtain additional 

financing which management anticipates will provide the Company with adequate funds 

to cover the cash flows projected for the next twelve months.  The consolidated financial 

statements do not include adjustments to the amounts and classification of assets and 

liabilities that might be necessary should the Company be unable to continue as a going 

concern. 

Risk Associated with BIA Proceedings 

To successfully exit the BIA proceedings, the Company will be required to obtain additional 

DIP financing and obtain approval of the proposal by creditors and the Court.  There can 

be no assuarance that the Company may be able to obtain additional DIP and such 

financing will be sufficient to be meet the Company’s ongoing creditor obligations.  There 

can be no assurance that the a proposal will be supported and approved by affected 

creditors and confirmed by the Court or that such proposal will be implemented 

successfully. 

There can be no assurance that the creditor protection period will be extended.  Should the 

Company lose the creditor protection, creditors may immediately enforce rights and 

remedies against the Company which may lead to the liquidation of the Company’s assets. 
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Finite financial resources and the potential need for future financing 

The Company may require additional financing to pursue its operations, to make further 

investments or take advantage of unanticipated opportunities. The ability of the Company 

to obtain such financing will depend in part upon prevailing capital market conditions. 

There is no guarantee that the Company will be successful in obtaining additional funding. 

 

Competition 
 

The Company operates in an environment with rapidly changing technology. It faces 

competition from other companies with greater financial resources and larger marketing 

organizations. All companies in this industry are subject to competition and technological 

advances that can render existing products or services obsolete or unmarketable.  

 

Dependence on key personnel and products 

Although the Company is staffed by experienced senior management and personnel, it is 

substantially dependent upon the services of a few key senior officers and technical 

personnel. The loss of the services of any of these staff members could have an adverse 

material effect on the business of the Company. 

 

Risk of inability to effectively manage future growth and expansion 

The Company’s growth continues to place significant demands on its management and 

other resources. Future results of operations will depend, in part, on the ability of its officers 

and other key employees to implement and expand operations, customer support, and 

financial control systems. The Company’s future performance will also depend to a 

significant extent on its ability to identify, attract and retain highly skilled sales, technical, 

marketing and management personnel. 
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Risk of successfully integrating acquisitions 

The Company expects to continue to evaluate possible acquisitions of, or strategic 

investments in, businesses, products or technologies that are complementary to its business.  

The Company may not realize future benefits from any of these past or future acquisitions.  If 

it fails to successfully integrate its past and future acquisitions, or the technologies 

associated with such acquisitions, the revenue and operating results of the Company could 

be adversely affected.  Any integration process will require significant time and resources, 

and the Company may not be able to manage the process successfully.  It may not 

successfully evaluate or utilize the acquired technology and accurately forecast the 

financial impact of an acquisition transaction, including accounting charges.  The 

Company may not fully assess the impact of known potential liabilities or unknown liabilities 

associated with the companies it acquires.  There may be potential disruption of on-going 

business and diversion of management’s attention from normal daily operations of the 

business.  The Company may fail to successfully further develop acquired technology, 

resulting in the impairment of amounts capitalized as intangible assets.  In the case of 

foreign acquisitions, uncertainty regarding foreign laws and regulations, cultural, systems 

and operational differences may result in difficulties integrating operations and systems.  

Future acquisitions could also result in dilutive issuances of the Company’s equity securities. 

 

Potential fluctuations in quarterly results 

The Company’s quarterly operating results may vary significantly depending on factors such 

as timing of new product introductions, competition, and market acceptance of new and 

enhanced versions of the Company’s products. Since the Company’s operating expenses 

are based on anticipated revenues and certain expenses are relatively fixed in the short 

term, variations in revenues can cause significant fluctuations in operating results from 

quarter to quarter. The market price of the Company’s common shares may be highly 

volatile in response to such quarterly fluctuations. 

 

Changes in the regulatory environment 

From time-to-time, governments may review the legislation and regulations applied to the 

industry. Such review could result in the enactment of new laws and/or the adoption of new 

regulations in Canada, which might adversely impact businesses in Canada in general and 

consequently, may threaten the Company’s growth prospects. The Company regularly 

reviews its risk management practices to offset these risk factors to the greatest extent 

possible. 
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Outlook 

  

As Poynt Corp. addresses all of its creditor obligations in the second half of 2012, the Company 

will focus on several key initiatives that will ultimately maximize shareholder value and increase 

revenue. Continued product innovation not only attracts new users but aids in the retention of 

the current Poynt user base. The August release of the new Android version of the app offers 

users an enriched search experience on a rapidly growing smartphone platform, while 

upcoming new features and operational improvements to Poynt on the iOS platform will greatly 

enhance usage and retention. In order to drive an increase in revenues, the Company is 

exploring new monetization strategies, including the optimization of advertising sales through 

new and existing partners.  

 

The timesPoynt product represents an opportunity to reach millions of smartphone users in one of 

the fastest growing smartphone markets in the world (second behind only China). While the first 

half of 2012 was dedicated to driving product awareness and understanding the monetization 

objectives of the timesPoynt platform, the second half of the year will be devouted to 

implementing those monetization strategies. The initial focus will include advertising within the 

platform, and a marketing push on a much larger scale than ever before. 

 

An initial version of the Poynt China application for Android devices, made by China Youth 

Poynt Limited, continues to impress and attract new users in China – the fastest growing app 

marketplace in the world. As of August 29, 2012, the application has been downloaded to over 

1,000,000 devices. The Poynt China platform includes local search features similar to the Poynt 

local search platform, social networking functionality and news. Through the second half of 

2012, China Youth Poynt Limited will be developing launch and monetization plans for the full, 

paid version of the Poynt China platform, with an estimated 20 million new users expected by 

the end of 2012. 

 

The Company continues to work on signing new preload agreements with additional carriers in 

the U.S., Western Europe, and Asia. To support the continued preload efforts and support overall 

user base growth of the Poynt platform, the Company will continue to deliver highly targeted 

marketing campaigns designed to increase user acquisition, user retention and overall brand 

awareness.  

Poynt Corp. and Gladios IP will continue to aggressively work towards the licensing and 

monetization of the Company’s patent portfolio during the remainder of 2012 and into 2013. 

Poynt Corp. and Gladios IP are jointly working to secure additional patents that we believe will 

expand the value of the existing patent portfolio. We are currently evaluating conversations with 

certain key companies and are discussing opportunites and timelines with regard to the IP.  

As of August 29, 2012, the total number of unique users of Poynt was in excess of 17.4 million.  
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Outstanding Share Data 

 

As of August 29, 2012, the Company had issued 500,244,535 common shares. In addition, there 

were 39,990,001 options, 70,372,000 warrants and 12,433,262 compensation warrants/options 

outstanding with exercise prices ranging between $0.06 and $0.56 per share. 
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Additional lnformation 

 

Poynt User Growth Chart to August 29, 2012 

 
 
 

 

Additional information about Poynt Corporation is available from the Company’s website at 

http://about.poynt.com and through Sedar at www.sedar.com. 


