
The following discussion and analysis of financial results should be read in conjunction with the interim financial 
statements and the accompanying notes for the period ended May 31, 2013 and is based on information available to 
July 26, 2013. Additional information on Wavefront Technology Solutions Inc.’s (the “Company” or “Wavefront”) is 
available on SEDAR at www.sedar.com. 
 

 
 
 

Wavefront Technology Solutions Inc. 
 
 

 Quarterly Report 
 

 For the  
 

 period ended 
 

 May 31, 2013 
 

 
 
 
 

  
 
 
 
 



 
Management’s Discussion and Analysis of Financial 
Condition and Results of Operations 
 
 

 
- 1 - 

MANAGEMENT’S RESPONSIBILITY 
 
Management has prepared this Management’s Discussion and Analysis (“MD&A”). The MD&A is based upon 
Wavefront Technology Solutions Inc.’s (“Wavefront” or “the Company”) financial results prepared in accordance with 
International Financial Reporting Standards (“IFRS”). The MD&A primarily compares the unaudited financial results 
for the third quarter ended May 31, 2013 and 2012. Management has established and maintains an accounting and 
reporting system supported by internal controls designed to safeguard assets from loss or unauthorized use and ensure 
the accuracy of the financial records (also see section titled “Controls and Procedures” page 25). The financial 
information presented throughout the MD&A is consistent with the interim condensed consolidated financial statements. 
 
Unless otherwise indicated, all amounts shown below are in Canadian dollars.  Additional information regarding our 
Company is available on SEDAR, www.sedar.com.  Such additional information is not incorporated herein, unless 
otherwise specified, and should not be deemed to be made part of this MD&A. 
 
The Audit Committee of the Board of Directors, whose members are independent as defined in National Instrument 52-
110: Audit Committee, meet to review the interim condensed consolidated financial statements with management, and 
has reported to the Board of Directors thereon. On the recommendation of the Audit Committee, the Board of Directors 
has approved the interim condensed consolidated financial statements. 
 
 
NON-IFRS MEASURES 
 
The Company uses IFRS and non-IFRS measures to make strategic decisions and set targets and is confident that these 
non-IFRS measures provide useful supplemental information to investors.  “Working capital”, “gross profit”, “gross 
profit margin”, “cash from operations”, “core revenues” and “EBITDA” are measures used by the Company that do not 
have a standard meaning prescribed by IFRS and may not be comparable to similar measures used by other companies. 
 

• Working capital is calculated by subtracting current liabilities from current assets; 
 

• Gross profit is calculated by deducting cost of sales which includes direct costs, such as direct materials, 
direct labour, travel related expenditures, sub-contractors, shipping, duties and taxes, from gross revenue.  
Gross profit margin is calculated by dividing the gross profit by gross revenue; 
 

• Cash flow used in operating activities is a measure of the total cash generated from the Company’s 
operations and is calculated by adding back amortization, share based payments and other non-cash items 
to net income and then adjusting for changes in working capital; 

 
• Core revenues are defined as revenues derived directly or indirectly from Wavefront’s technologies, 

including revenues attributed to PowerwaveTM, PrimawaveTM, tubing pumps and bailers, and exclude oil 
and gas production revenues, and; 

 
• EBITDA, an acronym for earnings before interest, taxes, depreciation, and amortization, is calculated by 

adding back all interest, tax, depreciation and amortization to net loss. 
 
 
  

http://www.sedar.com/
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OVERVIEW OF BUSINESS 
 
Wavefront is a technology-based company providing economically beneficial solutions to exploration and 
production companies (or “E&P” companies) through a suite of patented technologies to optimize ultimate oil 
recovery from reservoirs, well stimulation, and performance drilling.  
 
Wavefront’s business is focused on selling value created by its technologies rather than just selling products.  
Wavefront is strategically positioned to take full advantage of potential revenue generation in key markets through 
well positioned, certified representatives. 
 
Wavefront’s core technology, Powerwave, is an effective method for: achieving mature field revitalization (or 
enhanced oil recovery, “EOR”), increasing well productivity following well stimulation, and improving the rate of 
penetration of drilling extended reach wells.   
 
Wavefront’s theme, “From Bit to Last DropTM”, encompasses the life cycle of a client’s post exploration operations. 
The Company’s primary focus areas are: performance drilling; well stimulation; and mature field revitalization. 
 

 
 
For EOR applications Wavefront’s pressure-pulse technology, Powerwave, creates a uniform distribution of fluid to 
efficiently mobilize entrained oil from injection wells to production wells. The global market size is ~250,000 
injection wells used to inject water, polymers, surfactants, and combinations thereof.1 

Improved post-stimulation production is achieved with Wavefront’s Powerwave well stimulation tools that 
maximize volumetric contact area with the reservoir during the stimulation operation. The global market size is 
approximately $1 billion annually.2 

Wavefront’s Powerwave Trailblazer performance drilling technology generates increased Rates of Penetration 
(“ROP”) and improved borehole cleaning by placing a short pulse sub directly behind the bit. In addition, oscillation 
tools inserted at key points in the drill string provide pulsing action which reduces the risk of getting stuck in the 
hole, particularly in horizontal and multilateral wells during drilling and completion operations. The global market 
size is approximately $100 million annually.3 
 
                                                 
1 United States Environmental Protection Agency, Oil and Gas Related Injection Wells 
 
2 BCC Research, June 29, 2011 
 
3 Barclays Forecast Growth in 2013 Global E&P Spending, E&P.com, December 2012 
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OUTLOOK 
 
The oil and gas industry is a competitive marketplace with historically long gestation times for technology adoption.  
The following graph illustrates the pace of innovation in E&P has been slow relative to that in other industries4: 
 

 
However, we remain convinced that Wavefront’s suite of game changing Technologies, coupled with our experience 
and expertise position the Company over the long term to take full advantage of market opportunities related to 
performance drilling, well stimulation, and mature field revitalization.  
 
It is believed that, in recent history, no other technology platform has been able to leverage the E&P client across its 
life cycle of drilling and acquisition, operations, and production. Powerwave has demonstrated it’s ability of 
improving the rate of penetration of drilling extended reach wells, increasing well productivity following well 
stimulation and achieving mature field revitalization (or enhanced oil recovery, “EOR”).   
 
By leveraging the Powerwave technology platform across multiple products, Wavefront is seeking to minimize 
technology risk and commercialization timelines.  
 
The Company postulates that quarterly results may remain susceptible to quarter-over-quarter variability due to the 
technology adaption rates, direct and indirect competitors as well as client economics.  The risk of volatility in the 
commodity and financial markets may also influence the Company’s efforts to commercialize its suite of 
Technologies in the primary focus areas in the oil sector. For example, during the calendar year 2013 the price 
differential between the benchmark heavy oil prices in Canada, Western Canadian Select (“WCS”) relative to West 
Texas Intermediate (“WTI”) has ranged from approximately $7 to $40 per barrel. The Company anticipates that 
prolonged high price differentials may negatively impact Powerwave mature field revitalization revenue generated 
in the Canadian market as oil producers evaluate operational strategies to reduce operating costs to address low 
Netback from production operations (netback is calculated by taking the price of the oil, less all costs associated 
with getting the oil to a market. These costs can include; transportation, production and disposal, refining costs, 
royalty fees, taxes, and other costs). 

                                                 
4

 McKinsey Global Institute: A New Regime for Innovation and Technology Management in the E&P 
Industry, July 2001, page 30 
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Our Company initially placed its primary focus in Canada and the United States on marketing EOR. While Wavefront 
will continue to market projects in EOR, the Company’s primary marketing efforts will be refocused in these regions for 
fiscal 2013 to promote the strengths of our Powerwave stimulation and Powerwave Trailblazer performance drilling 
technologies. It is anticipated that this strategic shift in focus may, in the short term, affect Powerwave EOR revenue 
generation in these regions.  
 
Wavefront’s overall objective is to grow revenue in all product lines, maintaining high gross profit margins, 
controlling expenses, and obtaining near-term profitability. To expand and meet the needs of market, research and 
development will continue to play a key role as the Company invests in new systems and tools, and service 
developments and enhancements. Additional resources will continue to be committed to sales and marketing as the 
Company further commercializes its Technologies and develops its global sales channels. Acquisitions and strategic 
partnerships will continue to be evaluated for growth in specific geographical areas and technology advances.  
 
 
OVERALL RESULTS FROM OPERATIONS 
 
Wavefront is positioned as a technology company and operates with one reportable segment.   
 
Internationally Wavefront has been concentrating on high value markets in Oman, Mexico, Colombia, Argentina, and 
Brazil. Within these markets there is tremendous revenue generation opportunity for all product lines. There remain 
barriers to overcome as well as the fluidity of contracts in the evaluation phase of the Company’s technology.   
 
Wavefront continued to experience delays in project initiation in Brazil which has impacted our revenue in EOR projects 
in the third fiscal quarter. We anticipate the start of revenue recognition in the coming quarters as tools are installed. The 
current value of the Petrobras contract is approximately US $1.17 million. 
 
A technical paper with Pan American Energy (“PAE”) was presented at the Petroleum Congress to be held in Rosairo, 
Argentina in May 2013. Based on positive results the Company is anticipating a renewal of its current contract as well as 
a modest expansion of Powerwave tools with PAE in Argentina. 
 
Wavefront’s Powerwave Trailblazer performance drilling tools (currently consisting of a Rapid Pulse Tool and a 
Velocity Induction Tool) were introduced to the drilling market in October 2012 and have been under evaluation in 
both Canada and the United States.  The evaluation testing phase is required to better understand the use of the tools 
as well as to make necessary improvements to the quality control/quality assurance of the tool design to maximize 
tool benefits while ensuring tool integrity during operation.  Although the Company has recently started charging a 
daily rental rate ranging from $2,500 to $3,500 per day there may be circumstances where we provide further 
discounts to gain experience and data. 
 
Companies providing stimulation fluids in the oil industry focus primarily on chemistry and biology, but not 
necessarily on the physical distribution of the agent used to treat the reservoir. The key to successful stimulation 
programs and improved production results for the oil producer is having the stimulation fluid make contact with the 
larger volume of the reservoir. 
 
During the third fiscal quarter Wavefront announced that Schlumberger Romania was piloting Powerwave 
stimulation tools for use with Romgaz. Initial results have been very positive and the Company anticipates moving 
to a yearly rental agreement.  
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Subsequent to the third fiscal quarter Weatherford continued with Powerwave stimulations in the Chicontepec 
Basin. Also subsequent to the third fiscal quarter the Company received notice to conduct a pilot well stimulation 
program with Daleel Petroleum in Oman. 
 
Total revenues for the nine months ended May 31, 2013 amounted to $4,216,094 compared to revenues of $3,902,967 in 
the comparative period. The approximate 8.0% increase principally relates to the growth of Powerwave well stimulation 
and workover projects. 
 
Core revenues for the nine months ended May 31, 2013 approximated $4,124,026; whereas in the comparative reporting 
period, core revenues approximated $3,720,754. The approximate increase of $403,272 relates to an increase of 
$867,362 in Powerwave well stimulations and workovers, and the recognition of $103,310 in Powerwave Trailblazer 
performance drilling revenues. Offsetting these increases were declines in Powerwave enhanced oil recovery revenues of 
$382,906 and Primawave revenues of $189,966, while tubing pump and bailer revenues remained relatively flat 
increasing by $5,472. 
 
Increases in revenues related to Powerwave well stimulations and workovers for the nine months ended May 31, 2013 
approximated $474,226 in Canada, $286,389 in the United States and $106,747 internationally. The approximate 
134.1% increase in Powerwave well stimulations and workovers revenues is attributed to field success and an increased 
client base. The increase in international Powerwave well stimulations can be attributed to Wavefront’s ability to 
leverage distribution channels serviced by some of the major oilfield service companies.  
 
Powerwave EOR revenues for the nine months ended May 31, 2013 decreased by $544,579 in Canada as the Company’s 
commercialization efforts continues to be hampered by heavy oil price differentials and E&P companies focusing on in 
field drilling.  Enhanced oil recovery revenues in the United States remained flat increasing $11,535, with international 
revenues increasing by $150,138 for the nine months ended May 31, 2013. The Company anticipates international 
revenues to continue to increase as previously announced contracts, i.e., Petrobras in Brazil for US $1.17 million, 
commence such that revenue can be recognized.  While near term revenue expectations in Canada and the United States 
for Powerwave mature field revitalization are flat, the initial Powerwave results for the Ecopetrol and PAE projects are 
encouraging and may lead to project expansion. 
 
The third quarter also saw the first recognition of Powerwave Trailblazer performance drilling revenues with limited 
clients.  Although several services companies, agents and clients continue field trials of Powerwave Trailblazer 
performance drilling tools, it is expected that revenues will start to grow.  Some of the initial revenues in the Powerwave 
Trailblazer performance drilling markets also come from major oilfield service companies undertaking work with 
various E&P companies. 
 
The tubing pump and bailer revenues for the nine months ended May 31, 2013 were relatively stable increasing by 
$5,472 from the comparative period. However, the product line revenues for the three months ended May 31, 2013 
declined by $62,049 from the comparative period as bailer rentals revenues were affected by prolonged spring break-up 
and heavy oil price differential. The Company anticipates that revenue in the tubing pump and bailer market will remain 
flat for the remainder of the fiscal year. 
 
Revenues for the three months ended May 31, 2013 increased approximately $631,533 or 61.5% compared to revenues 
for three months ended February 28, 2013 to $1,659,021. The third quarter revenues represent the second highest amount 
that the Company has recognized. The increase of revenues relates primarily to increased activity in the well stimulation 
market. 
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Powerwave stimulation revenues from the three months ended May 31, 2013 continued to increase with Canadian 
revenues increasing by $135,966 to $348,730, while United States revenues increased by $240,442 to $363,568 and 
international revenues increased by $82,743 to $94,745 compared to Powerwave stimulation revenues for three months 
ended February 28, 2013.   
 
This variance in the past two quarters from the Company’s historical high relates to a decrease of mature field 
revitalization revenues associated with recognition of installation projects; revaluation of international Powerwave 
mature field revitalization contracts; the heavy oil price differential affecting Canadian projects; decreased Powerwave 
stimulation revenues in the first two quarters in the United States due to budgetary constraints of the Company’s clients. 
The Company anticipates that the stimulation revenues in the United States will grow in subsequent reporting periods as 
budget restrictions are eased and the client base is expanded. 
 
Wavefront will continue to focus on using agents and existing distribution channels, such as major oilfield service 
companies, to leverage Powerwave well stimulation and Powerwave Trailblazer performance drilling products and 
services.   
 
 
Consolidated Results – nine months ended May 31, 2013 
 
Revenues 
 
Revenues for the nine months ended May 31, 2013 were $4,216,026, which represents an increase of $313,059 over the 
comparative period in 2012 that recognized revenues of $3,902,967.  Core revenues totalled $4,124,026, an increase of 
$403,272 over core revenues of $3,720,754 for the comparative period.  The changes in product line mix can be 
characterized as follows: 
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Revenue attributed only to Powerwave product lines were $3,320,969, an increase of $587,766 or 21.5% increase over 
revenues in the comparative period of $2,733,203.  The Powerwave product line revenues include short-term projects 
involving well stimulations and long-term projects related to using Wavefront’s technology to enhance oil recovery in 
mature field revitalization flooding applications.   
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For the nine months ended May 31, 2013, the total revenue of long-term Powerwave projects related to EOR projects 
totalled $1,703,390 compared to $2,086,296 in the comparative period. The decrease is a result of expiring contracts as: 
i) the long term view of the price differential between the benchmark heavy oil prices in Canada, Western Canadian 
Select (“WCS”) relative to West Texas Intermediate (“WTI”) which has ranged from approximately $7 to $40 per 
barrel, which has had a negative impact on Powerwave mature field revitalization revenue project renewals, as oil 
producers evaluate operational strategies to reduce operating costs to address low Netback5 from production 
operations; ii) the focus of United States operators on tight oil plays has shifted expenditures from enhancing 
recovery to replacing produced reserves through the drill bit. In both cases there has been a move away from mature 
field revitalization and strongly towards stimulation and drilling. Wavefront’s realigned marketing plan capitalizes on 
these market shifts while still utilizing its core Powerwave technologies, high gross profit margins and recurring revenue 
generating opportunities. 
 
For the nine months ended May 31, 2013, Powerwave revenues related to well stimulations totalled $1,514,269, an 
increase of $867,362 or 134.1%, compared to $646,907 in the comparative period.  The Company anticipates continued 
year-over-year growth in well stimulations as the geographical extent of the service is extended to new territories through 
relationships with international service providers, agents, and new clients. 
 
During the quarter the Company commenced billing some clients for its Powerwave Trailblazer performance drilling 
products.  The commencement of billing is for selective clients as others were still collecting data to verify the efficacy 
of the tools. For the nine months ended May 31, 2013 Powerwave Trailblazer performance drilling revenues totalled 
$103,310.  Included in Powerwave Trailblazer performance drilling revenues were lost tool charges that are not 
anticipated to be recurring.  The Company anticipates as the Powerwave Trailblazer performance drilling products are 
commercialized that its acceptance and revenue growth will be similar to that of Powerwave stimulation. 
 
For the nine months ended May 31, 2013, Primawave revenues totalled $42,956 for the reporting period compared to 
$232,922 from the comparative reporting period.  Wavefront’s customers are typically environmental consultants and 
service contractors that utilize Primawave technology to expedite groundwater remediation. Remediation projects 
historically have long lead times from the initial phase of identifying contamination to developing and gaining approval 
for the remedial action plan to actually carrying out the remedial project. 
 
For the nine months ended May 31, 2013, revenues from the tubing pumps and bailer product totalled $760,101, an 
increase of $5,472, compared to $754,629 in the comparative period. Tubing pumps and bailer revenues are comprised 
of tool rental, delivery and refurbishment fees. 
 
For the nine months ended May 31, 2013, the Company also recognized production and operator revenues of $92,068 
(2012 - $182,213). Production and operator revenues for the current period related solely to that of the Rodney 
South venture, whereas the comparative period includes production and operator revenues related to Rodney South 
and Rogers County ventures. In a prior reporting year the Company sold its interest in the Rogers County venture. 
 
Geographically, $2,751,970 (2012 – $2,912,055) in revenue was generated in Canada, $1,040,708 (2012 - $814,328) 
from the United States, and $423,416 (2012 - $176,584) outside of Canada and the United States. The geographic 
revenues are more specifically described as follows: 
 

                                                 
5

 Netback is calculated by taking the price of the oil, less all costs associated with getting the oil to a market. These costs can include; transportation, production and disposal, refining costs, 
royalty fees, taxes, and other costs. 
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Canada.  Gross revenues in our Canadian operation decreased by $160,085 to $2,751,970 compared to 
$2,912,055 in the comparative period.  
 
Powerwave mature field revitalization applications revenues totalled $1,129,266 (2012 - $1,673,844); 
Powerwave stimulation revenues totalled $768,651 (2012 - $294,425); Powerwave Trailblazer performance 
drilling revenues totalled $1,884 (2012 - $nil); Primawave revenues totalled $nil (2012 - $76,918); tubing pump 
and bailer revenues totalled $760,101 (2012 - $754,629); and oil production revenue totalled $92,068 (2012 - 
$112,239). Given the heavy oil price differential the Company expects Powerwave mature field revitalization 
applications to remain at current levels and is considering a review of its revenue model to generate growth in 
that field of Powerwave use. 
 
United States.  Gross revenues in our American operation increased by $226,380 or 29.2% to $1,040,708 
(2012 - $814,328).  Powerwave stimulation revenues totalled $638,871 (2102 - $352,482); Powerwave mature 
field revitalization applications revenues totalled $277,155 (2012 - $265,621); Powerwave Trailblazer 
performance drilling revenues totalled $101,426 (2012 - $nil); Primawave revenues totalled $23,256 (2012 - 
$126,251); and oil production revenue totalled $nil (2012 - $69,974). Given a long sales cycle in Powerwave 
EOR applications in fiscal 2013 the Company’s focus has primarily been on Powerwave stimulation and 
Powerwave Trailblazer performance drilling.  Working with our marketing partners and internal sales 
personnel, our Company’s goal is to broadly expand the client base in those two specific areas. The Company is 
confident that continued positive results in Powerwave Trailblazer performance drilling and well stimulation 
will be a strong pull to advance Powerwave mature field contracts in our focus areas of Texas and California. 
 
International:  Gross revenues outside our Canadian and United States operation increased by $246,832 or 
139.8% to $423,416 (2012 - $176,584).  Powerwave mature field revitalization applications revenues totalled 
$296,969 (2012 - $146,831); Powerwave stimulation revenues totalled $106,747 (2012 - $nil); and Primawave 
revenues totalled $19,700 (2012 - $29,753). Given the continued and growing  interest in using technology to 
bolster oil production in aging fields our Company will continue to aggressively market in the international 
community including Latin and South America, the Middle East, Europe and certain sectors of Asia. To this 
end we expect to experience periodic increases in marketing costs in advance of Powerwave contracts. 

 
 
Direct Expenses 
 
Under IFRS cost of sales includes direct labour, wage benefits and associated stock option benefits, consumable (i.e., 
inventory) parts, third party installation costs of Powerwave, Primawave, tubing pump and bailer product lines and oil 
and gas properties and, any associated loss or gain on sale and the write-down.   

 
Any losses related to Powerwave projects are immediately recognized and have the effect of increasing direct cost for the 
period in which they occur or are known to occur. 
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Gross Profit 
 
Cost of sales decreased to $894,038 (or 21.2% of revenues) compared to $1,004,977 (or 25.7% of revenues) for the 
comparative reporting period. 
 
The following table sets out the gross profit margins by product line for the third quarter ended May 31, 2013: 
 

Powerwave Primawave
Tubing pumps & 

bailers
Oil & Gas 
Properties Total

Revenues 3,320,969$        42,956$             760,101$               92,068$                 4,216,094$        
Cost of sales 435,052             14,170               444,816                 -                        894,038             

2,885,917$        28,786$             315,285$               92,068$                 3,322,056$        

Gross profit margin (note 1) 86.9% 67.0% 41.5% 100.0% 78.8%
 

note 1: Gross profit margin is calculated by subtracting cost of sales from revenue and dividing the result by revenue, and is further 
discussed in Non-IFRS Measures 
 
The following table sets out the gross profit margins by product line for the comparative period for the third quarter 
ended May 31, 2012: 
 

Powerwave Primawave
Tubing pumps & 

bailers
Oil & Gas 
Properties Total

Revenues 2,733,203$        232,922$           754,629$               182,213$               3,902,967$        
Cost of sales 526,330             14,695               388,472                 75,480                   1,004,977          

2,206,873$        218,227$           366,157$               106,733$               2,897,990$        

Gross profit margin (note 1) 80.7% 93.7% 48.5% 58.6% 74.3%

note 1: Gross profit margin is calculated by subtracting costs of sales from revenue and dividing the result by revenue, and is further 
discussed in Non-IFRS Measures 
 
Despite the shifts in the product mix, the Company has successfully maintained the relative gross profit margins, which 
is indicative of Wavefront’s value proposition and its ability to leverage our technology portfolio.  Our goal is to 
continue to accelerate revenue growth while maintaining gross profit margins.  
 
Other Expenses 
 
Other expenses, i.e., excluding costs of goods sold, for the third quarter ended May 31, 2013, amounted to $6,747,585, 
compared to $6,817,976 in 2012.  The decreases of $70,391 in other expenses are described as follows: 

 
i) The following chart illustrates the general and administrative expenses (May 31, 2013: $4,216,730; May 31, 

2012: $3,795,544): 
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General and administrative expenses increased by $421,182 and relate to the following: 
 
• Increases of professional fees of $144,959 to $724,434 related to the Company under taking new 

transfer pricing policy, Scientific Research and Experimental Development (“SR&ED”) tax claims for 
fiscal 2011 and 2012, various international state, federal, property and sale and use tax consulting, and 
acting as a complainant in various litigations to protect the Company’s intellectual property. 
 

• Increase wage, benefits and contract employees of $100,947 to $1,327,541 related to addition of 
United States based corporate development representative and a corporate communications coordinator 
to assist in promotions and investor relations.  During the reporting period the Company also incurred 
various restructuring charges and wage reviews. 

 
• Increases in repairs and maintenance of $109,559 to $280,699 principally relates to the repair of the 

infrastructure at the South Rodney oilfield in the prior quarter. The repair is anticipated to be a non-
recurring event. 
 

• Increase in consulting fees of $90,156 to $598,421 related to engagement of engineers for new tool 
designs, reservoir engineering, health and safety consultants, and temporary administration staff. 

 
In addition, the Company commenced a three phase external strategic and marketing review with a 
United States based international firm.  The phases involve: i) internal and external fact based review, 
ii) development and / or confirmation of a go to market strategy, and iii) development of an 
organizational strategy. 
 

• An increase in office expenses of $81,000 to $743,217 principally related to increase rental rates in 
Edmonton, the addition of a new facility in Lloydminster, additions to safety programs and equipment, 
and employee development. 
 

General and Administrative Expenses 
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• Offsetting the above noted changes were decreases in stock option expenses of $185,539 to $65,409 as 
a result of prior incentive stock options being fully expensed. 

 
ii) An increase in “amortization, depreciation, and depletion” expenses of $333,268 relates to an increased number of 

Powerwave tools that are subject to depreciation, the amortization of the Vortech acquired patents, and new 
investments in Neptune tools and Powerwave Trailblazer performance drilling tools. 
 

iii) A decrease in selling and marketing expense of $694,951 to $933,447 from $1,628,398 in the comparative period 
primarily relates to reduced marketing, promotions and trade show expenses by $218,260; and reduced travel, 
accommodation and meal expenses by $94,444 as the Company was more selective in its expenditures as they 
relate to near term revenues. The Company also reduced wages by $162,861 and associated stock option expense 
by $262,387 as it has more effectively used agents and leverage distribution channels serviced by some of the 
major oilfield service companies to grow its revenue streams. 

 
iv) A decrease of $129,894 in “research and development” expenses to $321,418 related to continued development of 

Powerwave tools, and working with clients to prove the effects on production and estimated ultimate recovery.  
Research and development expenses also include work related to the Neptune tool for Powerwave EOR 
applications, and Powerwave Trailblazer performance drilling tools. 
 
The decline in research and development expenses principally relates to a Powerwave mature field revitalization 
research project in Canada that resulted in supporting the efficacy of the Powerwave process and some new tools 
designs. During the current fiscal year the Company made a SR&ED claim that included this research and 
development project. 
 
The focus on tool development will provide the Company with continued competitive advances, and expand the 
environments in which the tools can deliver the Powerwave process. A surface tool will potentially assist in 
Powerwave acceptance in mature field revitalization as, amongst other things: (a) the cost to install a Powerwave 
system will be greatly reduced; (b) clients have a predisposition to rent surface-based tools and capitalize 
downhole tools, (c) ease of serviceability; and, (d) observation of tool functionality. 
 
The Company is confident that the investment in tool research and development will lead to future revenue 
growth. 
 

 
Net Finance Section of Income 
 
Interest income under IFRS is stated separately in the financing section of the interim condensed consolidated statement 
of loss and comprehensive loss under financing income.  Interest earned for the reporting period decreased to $95,109 
compared to $157,151 for the comparative period.  The decrease of $62,042 relates to investment of lower principal 
balances as interest rates over the two periods were relatively stable. 
 
Accretion expense totalling $960 (2012 - $4,685), foreign exchange gain totalling $2,920 (2012, a loss of $9,681) and 
interest expenses totalling $6,890 (2012 - $326) are reported as “financing costs”.   
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Operating Cash Flows 
 
The following table sets out the cash used in operations for the third quarter ended May 31, 2013, and 2012: 
 
 

Nine month Nine month
period ending period ending
May 31, 2013 May 31, 2012

Net loss and comprehensive loss (3,289,981)$              (3,757,038)$              
  Items not affecting cash
    Amortization, depreciation, depletion and accretion 1,276,950                 942,722                    
    Share-based payment 75,093                      464,314                    
    (Gain) loss on disposal of property, plant and equipment (17,857)                    4,833                       
    Impact of foreign translations (10,255)                    -                              

Funds from (used in) operations (1,966,050)                (2,345,169)                

Net change in non-cash working capital items (703,602)                   (120,094)                   

Cash used in operating activities (2,669,652)$              (2,465,263)$              

 
Net Loss and Loss Per Share 
 
The basic and diluted net loss per share for the third quarter ended May 31, 2013 was $0.04 per share, compared to 
$0.05 per share in 2012. 
 
Earnings before interest tax, depreciation and amortization (“EBITDA”) 
 
The following table sets out the Company’s EBITDA loss and EBITDA loss per share: 
 

Nine month Nine month
period ending period ending
May 31, 2013 May 31, 2012

Net loss (3,289,981)$              (3,757,038)$              
  Add back
    Amortization, depreciation, depletion and accretion 1,276,950                 942,722                    
    Interest and tax expense 7,634                       6,322                       

EBITDA (2,005,397)$              (2,807,994)$              

EBITDA loss per share (0.024)$                    (0.034)$                    

 note 1: EBITDA  is calculated by adding back all interest, tax, depreciation, amortization and depletion to net loss, and is further 
discussed in Non-IFRS Measures 
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Consolidated Results – three months ended May 31, 2013 
 
Revenues 
 
Revenues for the three months ended May 31, 2013 were $1,659,021, an increase of $262,611 from the comparative 
period in 2012 that recognized revenues of $1,396,410.  Core revenues totalled $1,626,347, an increase of $285,759 over 
core revenues of $1,340,588 for the comparative period.  The changes in product line mix can be characterized as 
follows: 
 

Powerwave: well 
stimulations and 

workovers
$807,043

Powerwave: 
performance 

drilling
$103,310

Powerwave:  
enhance 

secondary oil 
recovery
$541,650

Primawave
$12,933

Tubing pump 
and bailers
$161,411

May 31, 2013

 

Powerwave: 
well 

stimulations & 
workovers 
$442,109

Powerwave:  
enhance 

secondary oil 
recovery 
$582,987

Primawave 
$92,032

Tubing pump 
and bailers 
$223,460

May 31, 2012

 

Revenue attributed only to Powerwave product lines were $1,452,003, an increase of $429,907 over revenues in the 
comparative period of $1,025,096.  The Powerwave product line revenues include short-term projects involving well 
stimulations, performance drilling, and long-term projects related to using Wavefront’s technology to enhance oil 
recovery in mature field revitalization flooding applications.   
 
For the three months ended May 31, 2013, Powerwave revenues related to well stimulations totalled $807,043, an 
increase of $364,934 compared to $442,109 in the comparative period.  Further revenue growth is anticipated as the 
geographical client base and client experience with stimulation approaches are adopted.  
 
For the three months ended May 31, 2013, the total revenue of long-term Powerwave projects related to mature field 
revitalization involving either waterflooding or CO2 flooding totalled $541,650 compared to $582,987 in the 
comparative period. The decrease in long-term Powerwave projects related to mature field revitalization seen in the 
Company’s three market focus areas relate to the renegotiation of international contracts (i.e., involving the changing the 
contract term, numbers and types of tools involved, etc.); reduction of revenues due to expiring and changing contract 
terms; the  focus of United States operators on replacing produced reserves through drilling unconventional resources; 
international withholding taxes; and macroeconomic conditions such as the heavy oil price differential in Canada. 
Moving forward the Powerwave contract in Brazil worth approximately $1.2 million and elsewhere will drive future 
long-term Powerwave mature field revitalization revenue streams. 
 
For the three months ended May 31, 2013 Powerwave Trailblazer performance drilling revenues totalled $103,310.  The 
Company anticipates as the Powerwave Trailblazer performance drilling products are commercialized, its acceptance 
and revenue growth rates will be similar to that of Powerwave stimulation. 
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For the three months ended May 31, 2013, Primawave revenues totalled $12,933 for the reporting period compared to 
$92,032 from the comparative reporting period.  The Company does not do any direct marketing of Primawave and sales 
are repeat orders from past clients. 
 
For the three months ended May 31, 2013, revenues from the tubing pumps and bailer product totalled $161,411, a 
decrease of $62,049 compared to $232,460 in the comparative period. Tubing pumps and bailer revenues are comprised 
of tool rental, delivery and refurbishment fees. 
 
During the three months ended May 31, 2013, the Company also recognized production and operator revenues of 
$32,674 (2012 - $55,822). Production and operator revenues for the current period related solely to that of the 
Rodney South venture, whereas the comparative period includes production and operator revenues related to Rodney 
South and Rogers County ventures. In a prior reporting period the Company sold its interest in the Rogers County 
venture. 
 
Geographically, $927,713 (2012 – $908,283) in revenue was generated in Canada, $540,559 (2012 - $458,373) from the 
United States, and $190,749 (2012 - $29,573) outside of Canada and the United States. The geographic revenues are 
more specifically described as follows: 
 

Canada.  Gross revenues in our Canadian operation increased by $19,430 to $927,713 compared to $908,283 
in comparative period.  
 
Powerwave mature field revitalization applications revenues totalled $383,014 (2012 - $530,873); Powerwave 
stimulation revenues totalled $348,730 (2012 - $106,657); Powerwave Trailblazer performance drilling 
revenues totalled $1,884 (2012 - $nil); Primawave revenues totalled $nil (2012 - $21,356); tubing pump and 
bailer revenues totalled $161,411 (2012 - $223,460); and oil production revenue totalled $32,674 (2012 - 
$25,937).  
 
United States.  Gross revenues in our American operation increased by $82,186 to $540,559 (2012 - 
$458,373).  Powerwave stimulation revenues totalled $363,568 (2012 – 335,452); Powerwave mature field 
revitalization applications revenues totalled $74,682 (2012 - $52,113); Powerwave Trailblazer performance 
drilling revenues totalled $101,426 (2012 - $nil); and Primawave revenues totalled $883 (2012 - $40,923). 
 
International:  Gross revenues outside our Canadian and United States operation increased by $160,996 to 
$190,749 (2012 - $29,753).  Powerwave stimulation revenues totalled $94,745 (2012 - $nil); Powerwave 
mature field revitalization applications revenues totalled $83,954 (2012 - $nil); and Primawave revenues 
totalled $12,050 (2012 - $29,753). 

 
Direct Expenses 
 
Under IFRS cost of sales includes direct labour, wage benefits and associated stock option benefits, consumable (i.e., 
inventory) parts, third party installation costs of Powerwave, Primawave, tubing pump and bailer product lines and oil 
and gas properties and, any associated loss or gain on sale and the write-down.   

 
Any losses related to Powerwave projects are immediately recognized and have the effect of increasing direct cost for the 
period in which they occur or are known to occur. 
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Gross Profit 
 
Cost of sales decreased to $298,162 (or 18.0% of revenues) compared to $453,439 (or 32.5% of revenues) for the 
comparative reporting period. 
 
The following table sets out the gross profit margins by product line for the three months ended May 31, 2013: 
 

Powerwave Primawave
Tubing pumps & 

bailers
Oil & Gas 
Properties Total

Revenues 1,452,003$        12,933$             161,411$               32,674$                 1,659,021$        
Cost of sales 229,574             8,519                 60,069                   -                        298,162             

1,222,429$        4,414$               101,342$               32,674$                 1,360,859$        

Gross profit margin (note 1) 84.2% 34.1% 37.2% 100.0% 82.0%
 

note 1: Gross profit margin is calculated by subtracting cost of sales from revenue and dividing the result by revenue, and is further 
discussed in Non-IFRS Measures 
 
The following table sets out the gross profit margins by product line for the comparative period for the three months 
ended May 31, 2012: 
 

Powerwave Primawave
Tubing pumps & 

bailers
Oil & Gas 
Properties Total

Revenues 1,025,096$        92,032$             223,460$               55,822$                 1,396,410$        
Cost of sales 270,231             7,727                 150,901                 24,580                   453,439             

754,865$           84,305$             72,559$                 31,242$                 942,971$           

Gross profit margin (note 1) 73.6% 91.6% 32.5% 56.0% 67.5%

note 1: Gross profit margin is calculated by subtracting cost of sales from revenue and dividing the result by revenue, and is further 
discussed in Non-IFRS Measures 
 
Inclusive in the Powerwave product line are the mature field revitalization applications, stimulation or workovers, and 
Trailblazer performance drilling tools. 
 
Despite the shifts in the product mix, the Company has continued to maintain the relative gross profit margins, which is 
indicative of Wavefront’s value proposition and its ability to leverage our technology portfolio.  Our goal is to continue 
accelerating revenue growth while maintaining its gross profit margins. The variation in costs of sales for Powerwave 
related to renegotiating and the fluidity of contract in international projects that are in the evaluation phase; where as the 
tubing pump and bailer reflect more service work versus rental costs. 
 
Other Expenses 
 
Other expenses for the three months ended May 31, 2013, amounted to $2,343,398, compared to $2,543,741 in 2012.  
The decrease in these expenses of $200,343 was principally a result of the following changes: 

 
v) The following chart illustrates the general and administrative expenses (May 31, 2013: $1,461,598; May 31, 

2012: $1,394,868): 
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$469,239 $453,018

$303,496 $208,195

$270,035
$208,402

$166,631 $277,294

-
250,000 
500,000 
750,000 

1,000,000 
1,250,000 
1,500,000 

May 31, 2013 May 31, 2012

Wages, benefits, & contract employ Professional fees
Office Consultants
Vehicle Repairs and maintenance
Public company & listing fees Stock compensation
Miscellaneous Bad Debts

 
General and administrative expenses were relatively stable, increasing only $65,026 with the changes 
described as follows: 
 
• Increases of professional fees of $95,301 to $303,496 related to the Company under taking new 

transfer pricing policy, Scientific Research and Experimental Development (“SR&ED”) tax claims for 
fiscal 2011 and 2012,  and various international state, federal, property. 
 

• Increases in office expense of $61,630 to $270,035 principally related to increase rental rates in 
Edmonton, the addition of a new facility in Lloydminster, additions to safety programs and equipment, 
and employee development. 
 

• Increase repairs and maintenance of $56,955 to $61,747, as prior reporting quarter involved certain 
repairs of the infrastructure at the South Rodney oilfield. 
 

• Offsetting the above noted changes were decreases in: 
 

• decrease in consulting fees of $110,663 to $166,631 related to engagement of engineers for new 
tool designs, strategic and marketing consulting, reservoir engineering, and health and safety 
consultants. 
 
Although through the quarter efforts were to reduce consulting fees, the Company commenced a 
three phase external strategic and marketing review with a United States based international firm. 
 

• decrease in stock option expenses of $44,358 to $38,950 as a result of prior incentive stock 
options being fully expensed 

 
vi) An increase in “amortization, depreciation, and depletion” expenses of $76,329 relates to an increased number of 

Powerwave tools that are subject to depreciation and the amortization of the Vortech acquired patents.  
 

General and Administrative Expenses 
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vii) A decrease in “research and development” expenses by $201,110.  Research and development expenses reflect 
the continued development of Powerwave tools, and working with clients to prove the affects on production and 
estimated ultimate recovery.  Research and development expenses also include work related to the Neptune tools 
for Powerwave EOR applications, and Powerwave Trailblazer performance drilling tools. 
 
The decline in research and development expenses principally relates to a Powerwave mature field revitalization 
research project in Canada that resulted in supporting the efficacy of the Powerwave process and some new tools 
designs. 

 
The focus on tool development is to provide the Company with continued competitive advances, and expand the 
environments in which the tools can deliver the Powerwave process. A surface tool is expected to increase 
potential Powerwave acceptance in mature field revitalization as, amongst other things: (a) the cost to install a 
Powerwave system will be greatly reduced; (b) clients have a predisposition to rent surface-based tools and 
capitalize downhole tools, (c) ease of serviceability; and, (d) observation of tool functionality. 
 
The Company expects the investment in tool research and development will assist in future revenue growth. 
 
 

viii)  A decrease in selling and marketing expense of $161,372 from the comparative period.  During the reporting 
period the Company reduced accommodation and meal expenses by $74,139; and reduced marketing, promotions 
and trade show expenses by $4,487 as the Company was more selective in its expenditures as they relate to near 
term revenues. The Company also reduced wages by $26,662 and associated stock option expense by $51,983 as 
it has more effectively used agents and leverage distribution channels serviced by some of the major oilfield 
service companies to grow its revenue streams. 

 
Net Finance Section of Income 
 
Interest income under IFRS is stated separately in the financing section of the interim condensed consolidated statement 
of loss and comprehensive loss under financing income.  Interest earned for the reporting period decreased to $29,986 
compared to $50,050 for the comparative period.  The decrease of $20,875 relates to investment of lower principal 
balances as interest rates over the two periods were relatively stable. 
 
Accretion expense totalling $326 (2012 - $400), foreign exchange loss totalling $9,681 (2012 – gain $20,133) and 
interest expenses totalling $4,840 (2012 - $2,518) are reported as a “financing costs”.   
 
Operating Cash Flows 
 
The following table sets out the cash used in operations for the three months ended May 31, 2013, and 2012: 
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Three month Three month
period ended period ended
May 31, 2013 May 31, 2012

Net loss and comprehensive loss (956,590)$                 (1,533,505)$              
  Items not affecting cash
    Amortization, depreciation, depletion and accretion 452,063                    375,442                    
    Share-based payment 42,759                      93,245                      
    Loss on disposal of property, plant and equipment (9,356)                      8                             
    Impact of foreign translations 1,835                       -                              

Funds from (used in) operations (469,289)                   (1,064,810)                

Net change in non-cash working capital items 58,008                      210,419                    

Cash used in operating activities (411,281)$                 (854,391)$                 

 
Quarter over quarter cash used in operations has tended to fluctuate as changes in product mix and revenue fluctuate, 
and as the Company incurs period expenses and changes in non-cash working capital items that were incurred to 
expedite revenue growth. The Company has endeavoured to control period costs while trying to maintain a balance 
of preservation of capital resources while expediting revenue growth. 
 
Net Loss and Loss Per Share 
 
The basic and diluted net loss per share for the three months ended May 31, 2013 was $0.01 per share compared to 
$0.02 per share in 2012. 
 
 
Earnings before interest tax, depreciation and amortization (“EBITDA”) 
 
The following table sets out the Company’s EBITDA loss and EBITDA loss per share: 
 

Three month Three month
period ended period ended
May 31, 2013 May 31, 2012

Net loss (956,590)$                 (1,533,505)$              
  Add back
    Amortization, depreciation, depletion and accretion 452,063                    375,442                    
    Interest and tax expense 4,840                       223                          

EBITDA (499,687)$                 (1,157,840)$              

EBITDA loss per share (0.006)$                    (0.008)$                    

 note 1: EBITDA  is calculated adding back all interest, tax, depreciation, amortization and depletion to net loss, and is further 
discussed in Non-IFRS Measures 
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LIQUIDITY AND CAPITAL RESOURCES 
 
Assets and Liabilities 
 
Total assets decreased by $3,768,289 to $25,686,576 from the prior year end.  Of the net decrease, $3,614,046 relates to 
decreases in cash, which is comprised of $1,966,050 in funds used in operations, $703,602 in changes in working capital 
and $944,394 in investments in Powerwave tools and related intangible assets. 
 
The changes in accounts receivable reflect timing differences in incurring installation expenses and collecting 
receivables and are directly related to increased Powerwave contracts and our financial accounting policy of recognizing 
Powerwave revenues and direct costs equally over the term of the contracts. 
 
Non-current assets included additions of $919,841 in property, plant and equipment, which relates to: $494,015 related to 
increases in Powerwave equipment; $50,658 related to the Neptune tools for Powerwave EOR applications; $27,012 
related to Powerwave Trailblazer performance drilling tools; and $172,626 related to vehicles, software and other items.  
In addition, in the prior quarter, $175,530 tubing pumps and bailers that were originally designated for sales, and thus, 
classified as a current asset, were transferred to property, plant and equipment as the specific assets were now being used 
as rental assets. 
 
Non-current assets also included a decrease of $325,370 that primarily related to the amortization of intellectual property 
acquired from Vortech. 
 
Liabilities 
 
Total liabilities decreased by $553,401 from the prior year-end to $1,103,139 from $1,683,540. Accounts payable and 
accrued liabilities decreased by $554,360 to $1,092,123.  Of the current liabilities, $398,793 relates to trade accounts 
payable, $556,924 relates to accruals related to the design, manufacturing of Powerwave tool inventory, sales and 
marketing liabilities and other corporate services, $145,644 to payroll related accruals, and $28,778 relates to unearned 
revenue. 
 
 
Liquidity 
 
The following table presents working capital information as at May 31, 2013 and August 31, 2012: 
 

As at As at
May 31, 2013 August 31, 2012 Change

Current assets 14,207,652                  17,673,667             (3,466,015)       
Current liabilities 1,092,123                    1,646,483               (554,360)          

Working capital (note 1) 13,115,529                  16,027,184             (2,911,655)       
 

note 1: Working capital is calculated by subtracting current liabilities from current assets, and is further discusses in Non-
IFRS Measure 
 
In a prior year, Wavefront issued a Letter of Credit for $260,000 as security for the Company’s new Edmonton 
office and warehouse lease.  The value of the Letter of Credit declines each year by $65,000 to year four (i.e., 2014) 
and is then terminated in year five (i.e., 2015).  As security against the Letter of Credit, the Company pledged a 
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Guaranteed Investment Certificate as security. As at May 31, 2013 the balance of the Letter of Credit was $195,000.  
The balance of the Company’s capital is not subject to any external restrictions.  
 
Wavefront expects its working capital position will continue to fluctuate despite having a significant increase in the 
number of Powerwave contracts in-hand, as Wavefront cannot control or dictate the installation schedules or 
delivery of equipment.  Our Company’s cash flow break-even will also be affected by the product mixes between 
tubing pumps and bailers; Powerwave Trailblazer performance drilling tools, well stimulation, and mature field 
revitalization, as well as Primawave applications, which have been changing. 
 
As our clients experience positive Powerwave results, the Company is confident that further uptake of the 
Company’s technologies will result in future cash inflows, but the Company will be required to invest in additional 
Powerwave tool inventories.   
 
The Company did not default nor was it in arrears on any operating lease payments.  
 
Financings 
 
During the third quarter ended May 31, 2013, and 2012, the Company did not undertake any financings. However, in 
the comparative period ended May 31, 2012, 111,666 incentive stock options were exercised at prices of $0.54 to 
$0.97 for gross proceeds of $64,800. 
 
Capital Resources 
 
In addition to the Contractual Commitments (noted below), and in accordance with Wavefront’s strategic plan, cash 
resources will be required for the following: 
 

• To continue to build an inventory of Powerwave and Primawave systems for deployment to external 
clients; 

• To support the marketing efforts with, and to train all licensees on, the implementation of Powerwave 

and Primawave; and, 

• To design and build additional Powerwave and Primawave systems allowing Wavefront to expand the 
applications of its technology. 

 
There are no known trends or expected fluctuations or restrictions in Wavefront’s capital resources. 
 
During the second quarter ended February 28, 2013, the Company closed it lines of credit as they were not being 
used.  
 
As at July 26, 2013, Wavefront had $11,402,211 cash on hand. Of the cash on hand, Wavefront had $9,964,608 in 
Term Deposits with TD Canada Trust, a Canadian chartered bank.  The term of the investments range from 90 days 
or less, maturing on August 14, 15 and 30, 2013 with a guaranteed interest rates ranging between of 1.05% and 
1.10%. Credit risk on the term deposits investment is linked to the insurance coverage limits as prescribed by the 
Canadian Deposit Insurance Corporation and that of TD Canada Trust. 
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CONTRACTUAL COMMITMENTS 
 
The Company has entered into long-term contractual arrangements from time-to-time for facilities, lines of credit, 
and the provision of goods and services.  The following table presents contractual obligations arising from these 
arrangements currently in force: 

 
In a prior year, the Company entered into a new office and warehouse space for its Edmonton, Alberta facilities.  
The office and warehouse lease had a commencement date of February 1, 2011 and a 10 year term expiring on 
January 31, 2021. The Company has the option for early termination of the office and warehouse lease after year 
five for a one-time payment of $100,000. The future commitment in base rental payments is $1,527,264 over the 
balance of the full term.  
 
In a prior year, the Company entered into a new sales office lease for Calgary, Alberta.  The new facilities are to 
create a greater presence for our Company in Calgary. The office lease has a commencement date of June 15, 2011 
and a five year term expiring on June 14, 2016. The balance of the future commitment in base rental payments is 
$140,499. 
 
In the prior fiscal year, the Company entered into a new office and warehouse lease in Lloydminster, Alberta.  The 
new facilities were required as our other facilities lease expired and to support our growing stimulation and 
workover business. The office lease had a commencement date of July 1, 2012 and a five year term expiring on June 
30, 2017. The balance of the future commitment in base rental payments is $612,500. 
 
The Company is of the opinion that its working capital position of $13,115,529 as at May 31, 2013 is sufficient to 
cover its current commitments and operations for the forthcoming fiscal year.  It is also anticipated that internally 
generated cash from operations will continue to increase as our Company’s core Technologies continue to be 
commercialized and inducements and incentives decrease.  As such Wavefront does not, currently, foresee any need 
for equity or debt financing, although it may consider future financings based on expected need to finance 
Powerwave tools, working capital, or acquisitions.  As our Company moves forward it may also consider debt 
financing of its Powerwave tools to better match the assets’ life and revenue stream with the financing sources.  Any 
such financing will be dependent on Wavefront’s credit rating, quality of licensing contracts, etc. 
 
All future expenditures and investments in capital assets and projects will be governed by the Company’s working 
capital position throughout the year. 
 
 
OFF-BALANCE SHEET ARRANGEMENTS 
 
The Company has no off-balance sheet arrangements. 
 
 
  

Total
Less than 1 

Year 1 – 3 Years 3 – 5 Years
More than 5 

Years

Operating lease obligations  $       2,507,109  $          616,150  $          785,385  $          563,385  $          542,189 

Payments Due by Period
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TRANSACTIONS WITH RELATED PARTIES 
 
Expense transaction 
 
The Corporation had entered into a Consulting Agreement with a director of the Corporation to provide certain 
services for a monthly fee of US $5,000 per month. The monetary transaction is measured at the exchange amount. 
For the nine month period ended May 31, 2013, the Corporation recorded $45,415 (May 31, 2012 - $nil) in 
consulting expense, with $nil (February 29, 2012 - $nil) included in accounts payable. 
 
Revenue transaction 
 
In the nine months ended May 31, 2012, the Corporation entered into a twelve month Powerwave License 
agreement to provide up to three Powerwave licenses and systems at a rate of $2,400 per month per Powerwave 
license, plus any associated installation fees with a company whose executive officer was also a director of the 
Corporation. There was a 100% discount to the Powerwave licensing fee for the first four months of the agreement. 
The monetary transaction is measured at the exchange amount. For the nine months ended May 31, 2012, the 
Corporation recorded $89,400 in revenue related to Powerwave tool installation and licensing fees, with $3,150 
included in trade and other receivables. 
 
 
PROPOSED TRANSACTIONS 
 
At the time of this report the Company has no undisclosed proposed transactions. 
 
RISK AND UNCERTAINTIES 

 
The Company’s business risks are the same as disclosed in its annual MD&A issued for the year ended August 31, 
2012. 
 
 
ENVIRONMENTAL RISK 

 
The Company’s environmental risks are the same as disclosed in its annual MD&A issued for the year ended August 
31, 2012. 
 
 
CRITICAL ACCOUNTING POLICIES AND ESTIMATES 
 
The Company’s critical accounting policies and estimates are the same as disclosed in its annual MD&A issued for 
the year ended August 31, 2012, except that during the reporting period ended May 31, 2013, and with the addition 
of Powerwave Trailblazer performance drilling tools and Neptune tools for Powerwave EOR applications, the 
Company estimated useful lives as one year and assigned related depreciation method of those tools 100% declining 
balance. 
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CHANGES IN ACCOUNTING POLICIES 
 
There have been no significant changes to recent accounting pronouncements issued and not yet adopted as 
disclosed in notes of the interim financial statements for the quarter ended May 31, 2013. 
 
 
FINANCIAL AND OTHER INSTRUMENTS 

 
Wavefront’s significant financial and other instruments consist of accounts receivable, accounts payable and accrued 
liabilities and interest bearing obligations such as its operating line, amounts due to shareholders, and other amounts 
that will result in future cash outlays. 
 
Credit Risk 
 
Credit risk arises from the potential that a counterparty will fail to perform its obligations.  Wavefront’s financial 
instruments that are exposed to concentrations of credit risk consist primarily of accounts receivable and non-
participation amounts due.  Concentrations of credit risk with respect to accounts receivable are limited as the 
majority of transactions are with large publicly traded corporations or government organizations dispersed across 
geographic areas.  Credit risk, with respect to accounts receivables in Canada and the United States, is also limited 
due to Wavefront’s credit evaluation and cash management processes. 
 
Foreign currency risk 
 
Wavefront is exposed to currency risks as a result of its export to foreign jurisdictions of goods produced in Canada 
or services provided from Canada, and the operational expenses and revenue of foreign operations.  These risks are 
partially covered by purchases of goods and services in the foreign currency. Wavefront does not use derivative 
instruments to reduce its exposure to foreign currency risk. 
 
Fair value of financial instruments 
 
The carrying value of Wavefront’s financial instruments approximates their fair value.  The estimated fair value 
approximates the amount for which the financial instruments could currently be exchanged in an arm’s length 
transaction between willing parties who are under no compulsion to act.  Certain financial instruments lack an 
available trading market; therefore, fair value amounts should not be interpreted as being necessarily realizable in an 
immediate settlement of the instrument. 
 
SUMMARY OF QUARTERLY RESULTS AND LOSS PER SHARE 
 
The following tables sets forth selected data derived from our consolidated financial statements for each of the eight 
most recently completed quarters.  This information should be read in conjunction with the applicable interim 
unaudited and annual audited financial statements are related notes thereto. 
 



 
Management’s Discussion and Analysis of Financial 
Condition and Results of Operations 
 
 

 
- 24 - 

3rd Qtr 2nd Qtr 1st Qtr 4th Qtr
May 31 '13 Feb 28'13 Nov 30'12 Aug 31 '12

Revenue 1,659,021$         1,027,488$         1,529,585$         1,729,034$         

Net Loss and Comprehensive Loss (956,590)$           (1,330,022)$        (1,005,061)$        (892,104)$           
Basic and diluted loss per share (0.012)$               (0.016)$               (0.012)$               (0.011)$               

Common shares outstanding
Weighted average shares outstanding 82,956,240         82,956,240         82,956,240         82,926,495         

 
 

3rd Qtr 2nd Qtr 1st Qtr 4th Qtr
May 31 '12 Feb 28 '12 Nov 30'11 Aug 31 '11

Revenue 1,396,410$         1,395,002$         1,111,555$         1,100,286$         

Net Loss and Comprehensive Loss (1,533,505)$        (1,232,371)$        (991,160)$           (1,223,069)$        
Basic and diluted loss per share (0.018)$               (0.015)$               (0.012)$               (0.015)$               

Common shares outstanding
Weighted average shares outstanding 82,916,508         82,847,871         82,847,871         82,837,923         

(1) This Financial data has been prepared in accordance with IFRS
(2) All amounts in Canadian dollars except share data

 
 
DESCRIPTION OF SHARE CAPITAL 
 
As at May 31, 2013, Wavefront’s share capital consisted of the following: 
 
Common shares
Authorized: unlimited

Issued and outstanding:
Free trading 82,956,240    

Convertible into common shares
Incentive stock options 2,220,000      

2,220,000      

Fully diluted share capital: 85,176,240    
 

 
As at July 26, 2013, Wavefront’s number of issued and outstanding shares are 82,956,240.  
 
Market for Securities 
 
The common shares of Wavefront Technology Solutions Inc. are listed on the TSX Venture Exchange under the 
symbol of WEE. 
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In a prior reporting period, the Company engaged Casimir Capital L.P. of New York, New York to act as the 
Company’s Principal American Liaison, responsible for providing guidance on OTCQX requirements, in connection 
with the Company’s additional listing on the International OTCQX.  Wavefront's shares continue to trade and 
remain listed on the TSX Venture Exchange in Canada under the symbol WEE. 
 
Options granted during the period 
 
The Company maintains a Stock Option Plan under which it may grant options for up to 10,771,583 shares of the 
Company at an exercise price equal to or greater than the market price of the Company’s stock at the date of grant.  
All stock options awarded are exercisable for a period of five years and vest in equal tranches at three (3) month 
intervals over a period of eighteen (18) months. 
 

November 13, 2012        75,000 Director  $                  0.41 November 13, 2017
February 22, 2013      310,000 Director  $                  0.38 February 22, 2018
February 22, 2013      365,000 Employee & Consultants  $                  0.38 February 22, 2018

     750,000 

Date of Grant
Number of 

Shares Optionee Exercise Price Expiry Date

 
 
 
Options outstanding 
 
As at May 31, 2013

Exercise Price 
per Share
              $

June 27, 2008 June 27, 2013 55,000 2.90                
July 14, 2010 July 14, 2015 30,000 1.45                

September 14, 2010 September 14, 2015 530,000 0.97                
December 20, 2011 December 20, 2016 75,000 0.73                
September 4, 2009 September 4, 2014 245,000 0.72                

September 28, 2011 September 28, 2016 55,000 0.66                
July 8, 2009 July 8, 2014 30,000 0.59                

January 5, 2009 January 5, 2014 450,000 0.54                
November 13, 2012 November 13, 2016 75,000 0.41                

February 22, 2013 February 22, 2018 675,000 0.38                

2,220,000

Expiry DateDate Granted

Number of 
Incentive Stock 

Options

 
 
 
CONTROLS AND PROCEDURES 
 
Under National Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim Filings (“NI 52-109”), 
the Company, as a “Venture Issuer” files on an quarterly basis Form 52-109FV2, the “Certificate of interim filings – 
venture issuer basic certificate” (the “Interim Form”) which does not include representations relating to the 
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establishment and maintenance of disclosure controls and procedures (“DC&P”) and internal controls over financial 
reporting (“ICFR”), as defined in NI 52-109.  In particular, the certifying officers filing the Interim Form are not 
making any representations relating to the establishment and maintenance of: 
  

i) controls and other procedures designed to provide reasonable assurance that information required to be 
disclosed by the issuer in its annual filings, interim filings or other reports filed or submitted under securities 
legislation is recorded, processed, summarized and reported within the time periods specified in securities 
legislation; and, 

 
ii) a process to provide reasonable assurance regarding the reliability of financial reporting and the preparation 

of financial statements for external purposes in accordance with the issuer’s GAAP. 
 
However, the Company’s management, and its certifying officers on the Interim Form are responsible for ensuring 
that processes are in place to provide them with sufficient knowledge to support the representations they are making 
in that Interim Form.  The Interim Form does contain representations which confirms that management has 
established processes, which are in place to provide the certifying officers with sufficient knowledge to support their 
written representations that they have exercised reasonable diligence that (i) the unaudited interim financial 
statements do not contain any untrue statement of material fact or omit to state a material fact required to be stated 
or that is necessary to make a statement not misleading in light of the circumstances under which it is made, as of 
the date of and for the periods presented by the unaudited interim financial statements and that (ii) the unaudited 
interim financial statements fairly present in all material respects the financial condition, results of operations and 
cash flows of the Company, as of the date of and for the periods presented by the unaudited interim financial 
statements. 
  
The Company’s certifying officers of the Interim Form are responsible for ensuring that processes are in place to 
provide them with sufficient knowledge to support the representations they are making in that certificate.  However, 
the reader should be aware that inherent limitations on the ability of the certifying officers to design and implement, 
on a cost effective basis, DC&P and ICFR for the Company as defined in NI 52-109, may result in additional risks 
to the quality, reliability, transparency and timeliness of interim and annual filings and other reports provided under 
securities legislation, including this Management Discussion & Analysis. 
 
 
FORWARD-LOOKING INFORMATION 
 
Certain statements contained herein regarding Wavefront and its operations constitute “forward-looking 
statements” within the meaning of Canadian securities laws and the United States Private Securities Litigation 
Reform Act of 1995. All statements that are not historical facts, including without limitation statements regarding 
future estimates, plans, objectives, assumptions or expectations or future performance of Wavefront and or any of its 
subsidiaries, as described in the Management Discussion and Analysis above, are “forward-looking statements”. 
Statements of this type are contained in this report, including the discussion of future conditions under the headings 
“Overview of Business”, “Overall Results from Operations”, and expectations and goals under the heading 
"Outlook", as well as under the heading “Consolidated Results”, “Revenues”, and “Gross Profit”, as well as under 
“Liquidity and Capital Resources” and Contractual Commitments”.  We provide this forward-looking information 
for Wavefront’s business in order to describe the management expectations and targets by which Wavefront 
measures its success and to assist Wavefront shareholders in understanding Wavefront’s financial position as at and 
for the periods ended on the dates presented in this report.  Readers are cautioned that this information may not be 
appropriate for other purposes.  In some cases, forward-looking statements can be identified by terminology such as 
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‘‘may’’, ‘‘will’’, “can”, ‘‘should’’, ‘‘expect’’, ‘‘plan’’, ‘‘anticipate’’, ‘‘believe’’, ‘‘estimate’’, ‘‘predict’’, 
‘‘potential’’, ‘‘continue’’ or the negative of these terms or other comparable terminology. We caution that such 
“forward-looking statements” involve known and unknown risks and uncertainties that could cause actual results 
and future events to differ materially from those anticipated in such statements. Such material factors include 
fluctuations in the acceptance rates of Wavefront’s Powerwave and Primawave Processes, demand for products and 
services, fluctuations in the market for oil and gas related products and services, the ability of Wavefront to attract 
and maintain key personnel, technology changes, global political and economic conditions. For a more detailed 
description of these risks, and of other risks to which Wavefront is subject, please see the "Risks and Uncertainties" 
section in this Management Discussion and Analysis.  In determining Wavefront's forward-looking statements, 
Wavefront considers material factors including assumptions and expectations contained in:  the “Technology 
Adoption” section, as well as expectations regarding customer demand and adoption rates for Wavefront's 
products; commodity prices and interest and foreign exchange rates; and the availability and cost of inputs, labour 
and services, patent, technology and competitive risk. These material risk factors and material assumptions are not 
intended to represent a complete list of the factors that could affect Wavefront; please see other factors that are 
described in further detail in Wavefront’s continuous disclosure filings, from time to time, and available on SEDAR 
at www.sedar.com.   
 
The forward-looking statements contained herein represent Wavefront's expectations at July 26, 2013, and, 
accordingly are subject to change after such date. Except as may be required by law, Wavefront does not undertake 
to update any forward-looking statement, whether written or verbal, that may be made from time to time. 
 
 
ADDITIONAL INFORMATION 
 
Additional information regarding Wavefront Technology Solutions Inc. can be found on System for the Electronic 
Document Analysis and Retrieval (“SEDAR” at www.sedar.com). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
©2013 Wavefront Technology Solutions Inc. All rights reserved. From Bit To Last Drop™, Powerwave™ and Primawave™ are registered trademarks of Wavefront Technology Solutions Inc. 
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