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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 (the “Wavefront” or “the Company”) financial results prepared in accordance with 
International Financial Reporting Standard (“IFRS”). The MD&A primarily compares the unaudited financial results for 
the third quarters ended May 31, 2021 and 2020. Management has established and maintains an accounting and reporting 
system supported by internal controls designed to safeguard assets from loss or unauthorized use and to ensure the accuracy 
of the IFRS’s financial records (also see section titled “Controls and Procedures” page 26). The financial information 
presented throughout this MD&A should be read in conjunction with the unaudited condensed consolidated interim 
financial statements and related notes for the quarters ended May 31, 2021 and 2020 as well as the audited consolidated 
financial statements for the years ended August 31, 2020 and 2019 and the related notes. 
 
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; met to review the unaudited condensed consolidated interim 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 condensed consolidated interim financial statements on July 27, 2021. 
 
 
NON-IFRS MEASURES 
 
The Company uses IFRS, additional and non-IFRS (or non-generally accepted accounting principles or non-GAAP) 
measures to make strategic decisions, to set targets and use in operating activities, and as such believes that the additional 
and non-IFRS measures provide useful supplemental information to investors.  “Working capital”, “other technology 
revenues”, and “EBITDA” are measures used by the Company that may not have a standard meaning prescribed by IFRS 
and may not be comparable to similar measures used by other companies. 
 

 EBITDA, an acronym for earnings before interest, taxes, depreciation, and amortization, is calculated by 
adding back all interest, tax, depreciation and amortization to net income (loss). EBITDA is a non-IFRS 
measure with the most comparable IFRS measure being net income (loss); 

 
 Other technology revenue consists of Primawave, Performance Drilling and WaveAxeTM revenues.  Other 

technology revenues are non-IFRS measures with the most comparable IFRS measure being revenues; and, 
 
 Working capital is calculated by subtracting current liabilities from current assets. Working capital is a non-

IFRS measure with no comparable IFRS measure. 
 
Additional and non-IFRS measures are also viewed as key information as the chief decision maker, being the President 
and Chief Executive Officer, who regularly reviews such measures in making strategic, expense, and capital investment 
decisions. 
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OVERVIEW OF BUSINESS 
 
Wavefront, an Oil Field Service (“OFS”) company, provides leading edge technology primarily focused on optimized 
oil and gas well stimulation and Improved/Enhanced Oil recovery (“IOR/EOR”).  For oil and gas well stimulation, 
PowerwaveTM, Wavefront’s core technology, has proven to optimize both chemical costs and job execution time, thus 
minimizing overall job cost while positively impacting post-stimulation results. In IOR/EOR applications, Powerwave 
has been shown to improve oil production rates; decrease oil production decline rates; and increase estimated ultimate 
oil recovery. 
 
Powerwave is marketed in two primary areas to exploration and production (“E&P”) companies: 
 

i. Well stimulation; and, 
ii. IOR/EOR. 

  
A well stimulation is an operation performed on a well to restore or enhance productivity or improve injection. In 
certain instances, a chemical is pumped into the well to stimulate a producing or injection interval. In other cases, 
hydraulic fracturing may be used to boost well performance. Lastly, various stimulation approaches are used to remove 
scales, such as calcium carbonate or barite, to rid a well of accumulated waxes on tubulars or to remove sand fill. 
Powerwave stimulations are related to optimized chemical placement or cleaning the wellbore. Depending on the 
nature of the work, Powerwave stimulations may take several hours to several days. 
 
IOR/EOR targets stranded or bypassed oil in reservoir which is very difficult to mobilize and produce due to various 
physical limitations. The common theme in IOR/EOR approaches is the injection of a fluid that mobilizes bypassed 
oil. IOR/EOR projects are usually 12 months or longer in duration. 
 
Key components of Wavefront’s business model are geographic diversification, while focusing on the higher-margin 
higher rate on capital employed by leveraging the Company’s Powerwave technology. This means the Company will 
not only work on projects with E&Ps but leverage other OFS client relations in different geographic regions to increase 
distribution channels and technology commercialization. In working through other OFS providers as distributors, 
Wavefront does not need to build and maintain a local presence with field technicians, equipment or infrastructure in 
the various geographic markets it serves. 
 
Wavefront thus works through distribution, agency, or representation (“Distributor”) agreements that encompass 
representation in 16 countries (but are active in this reporting period in 6 countries), and permits Distributors to market 
and resell the Company’s Powerwave suite of technologies to end users or E&Ps. The agreements provide that the 
Distributor is generally responsible for contracting directly with and fulfilling the provision of goods or services to 
the end user, i.e., E&Ps, or their customers, and thus, the Distributor is responsible for the execution and costs of work 
performance with their customers, inclusive of their customer’s satisfaction for its entire general and administrative, 
sales and marketing expenses. Wavefront is also not exposed to the credit risk decisions of the Distributor; thus, the 
Distributor bears all risks and rewards in dealing with its customers. Like any other customer, Wavefront does have 
credit risk in collections from its Distributors. 
 
Distribution agreements do not generally provide for established pricing to end users or E&P’s in each country but 
instead provide a pre-negotiated amount that Wavefront can expect to receive for each bundled Powerwave job or 
service the Distributor provides to the end user or E&P. The Distributors, however, are entitled to deduct any fees or 
foreign tax withholdings from any amounts paid to Wavefront. The Company thus, recognizes the net amounts 
received in its revenue recognition. Wavefront is responsible for supplying Powerwave tools to the Distributor; 
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Powerwave tool replacement, if needed; certain proprietary inventory items required to rebuild or refurbish 
Powerwave tools, or consumables; and, if needed all Powerwave modeling, and the provision of remote technical 
support. 
 
Wavefront also sells directly to end users or E&Ps, and other non-distributors, in which case the Company is 
responsible for fulfilling the provision of goods or services to the end users, or E&Ps. In dealing with end users or 
E&Ps or non-distributors, Wavefront negotiates an amount that it can expect to receive for each bundled Powerwave 
job or service.  
 
Wavefront has typically, regardless of dealing with an end user or E&P directly as a customer or dealing with its 
Distributors, and despite the type of application or product line (e.g., a Powerwave stimulation or IOR/EOR project), 
bundled its services, jobs, or projects, which may include some or all of modelling and programming; tool mobilization 
and installation; tool rental (or sale); Powerwave licensing; and demobilization. As all Powerwave components are 
highly integrated, interrelated, and interdependent, and are transferred concurrently to the customer (i.e., regardless if 
an E&P or non-distributor, or a Distributor), the customer only receives economic benefits from the Powerwave 
service over the licensed and rental periods (i.e., be it a shorter period for Powerwave stimulation or a longer period 
for an IOR/EOR project). 

 
As a technology company, Wavefront must support the marketing efforts of distributors. The ideal marketing approach 
for Powerwave would be for Wavefront personnel or its Distributors’ business development team to approach a single 
or group of engineers who could readily accept the merits of the technology and implement it accordingly. However, 
the ease of such a marketing approach is not reality. In most cases for most E&Ps there are multiple groups that must 
have various criteria satisfied before approving not only a field trial but also on-going work. For example, the 
production engineering team may wish to implement Powerwave for stimulation work however the reservoir 
engineering team may be unconvinced of the utility of the technology hence the stimulation may not proceed. 
Alternatively, a research and technology team charged with bringing new technology to an E&P may identify 
Powerwave as a unique opportunity for the E&P to exploit to improve oil and gas well stimulation efforts or even a 
derivative of Powerwave for enhancing secondary oil recovery by water or CO2 flooding. Even though the research 
and technology team may have identified Powerwave as a possible gamechanger for the E&P both the reservoir and 
production engineering teams must also be convinced. As such marketing Powerwave to end users is a multi-pronged 
approach which may impact the sales cycle.  
 
For water or CO2 flooding projects the Company has seen sales cycles from introduction to purchase order and 
implementation of up to 12 months. For Powerwave well stimulations, sales cycles may range from several days to 
several months. 
 
Wavefront’s patent portfolio encompasses i) a utility patent(s) related to the general process of dynamic fluid injection 
(i.e., the Powerwave process) where there is communication with the well bore and geological structure; and, ii) design 
patents which cover specific tool designs that provide for dynamic fluid injection.  Wavefront’s patents were registered 
in various jurisdictions where the Company anticipated future work and have various expiry dates. As a result, the 
Company generates revenues in some countries where it does not have registered patents, but is protected by its 
licenses, non-compete and non-circumvent agreements, other intellectual properties (such as the proprietary 
Powerwave model), etc. 
 
In addition to the patent portfolio, the Company’s intellectual properties include “know how” or trade secrets required 
to install and to properly operate Powerwave tools, and a proprietary model which details predictive outcomes and 
operating protocols for Powerwave well stimulations as related to specific reservoir conditions. The proprietary model, 
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in certain geographic regions, may be more integral to the Company’s current business than its patents. As Distributors 
essentially re-sell to their customers, Wavefront provides training of Distributor personnel in the use of Powerwave 
tools. However, all Powerwave modelling, and job programming is tightly controlled and is performed only by certain 
Wavefront personnel at the Company’s head office in Edmonton, AB. 
 
Wavefront endeavors to continuously develop new technologies and seek new patents, and as such the Company’s 
intellectual property portfolio will continue to evolve. 
 
 
CORONAVIRUS AND ECONOMIC UNCERTAINTY  
 
It has been approximately eighteen months since the World Health Organization (“WHO”) declared a global pandemic 
following the emergence of a novel strain of the coronavirus (“COVID-19”). Through various mutations, COVID-19 
continues to have a pervasive adverse impact on the broader global economy. While many industrialized countries are 
advancing immunization programs and are lifting travel bans and removing social distancing restrictions, the 
timeframe to complete and eventual open global borders and a resumption of normal business activities is currently 
unknown. 
 
Moreover, COVID-19 has also impacted, and it is expected to continue for some time, numerous end user or E&P 
supply chains (i.e., chemical and acid manufacturing and availability, coil tubing rigs parts and availability, etc.), 
thereby delaying stimulation work and indirectly impacting Wavefront’s business.  
 
The continuation of the COVID-19 pandemic presents uncertainty and risk with respect to the Company, its 
performance, and estimates and assumptions used by Management in the preparation of its financial results. The 
expected impacts to the Company’s revenues and results of operations may be material, and may impact certain 
accounting judgments, estimates, and assumptions used to prepare the consolidated interim financial statements, 
particularly the measuring of the recoverable amount of, and the carrying value of an asset, as at May 31, 2021.  
 
Wavefront is also subject to liquidity risks in maintaining its revenues and earnings, as well as cash flows and financial 
condition. These factors, amongst others, are likely to have a negative impact on the Company’s ability to raise equity 
and/or obtain loans and other credit facilities in the future or on terms favourable to the Company.  
 
Business Continuity 
 
Prior to COVID-19 the Company began to move its information technology systems to a cloud base to support its 
workforce and distribution partners in the global marketplace. This and in cross training staff, will help establish 
flexible work solutions to mitigate any impact COVID-19 may have on the Company’s workforce.  
 
In fiscal 2020, the Company developed information technology as well as health and safety protocols and guidelines 
to protect our employees, clients and business partners and communities, while recognizing that specific requirements 
are driven by local government and health authorities. As a result of the guidelines the Company has put in place, 
Wavefront has been able to continue operations without having its employees work remotely. Where Wavefront is 
observing project delays or interruptions, it has and will continue to tailor its workforce to align with revenue streams. 
 
Since the WHO declaration of the COVID-19 pandemic in March 2020, the Company has been able to maintain its 
financial segregations of duties, and internal controls and procedures (see page 26). 
 



 

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

 
- 5 - 

Operations 
 
Productivity, as measured by employee utilization, has dropped but is believed to be more a function of delays related 
to revenue work as access to oilfield sites has been limited, or when access is available other overall workover and 
stimulation inputs such as chemicals, acids or coiled tubing units has been limited or postponed. The Company 
continues to monitor utilization, recognizing that, like the rest of the world, its employees are experiencing some 
fatigue as the pandemic persists. The Company however, due to diversified supply channels, has not seen any material 
disruptions in the procurement of its Powerwave tool components or parts. The Company will continue to prioritize 
the distribution of key supplies to mitigate any adverse impacts of supplier reliance. There have been, like many other 
companies, delays in logistics in tool and parts distribution. 
 
However, the Company cannot control end user or E&P supply chains (i.e., chemical and acid manufacturing and 
availability, coil tubing rigs parts and availability, etc.) access, which is having an impact on revenue generation and 
business operations. It is believed that once the E&P supply chain issues are resolved that the stimulation and workover 
work will commence. The time frame for such work commencement is currently uncertain. 
 
 
OUTLOOK 
 
The Organization of the Petroleum Exporting Countries plus nations (“OPEC+”) production cuts curtailed the 
pandemic-related price fall of oil as the world shut down. We are now seeing the global economy begin to recover 
and with this recovery demand for oil has increased and oil inventories have diminished. This has resulted in the 
current price of oil being favourable and at its highest price since the onset of the pandemic. While a recent 
disagreement within the OPEC+ group cast doubt on longer term co-operation between its members and as such oil 
output and oil price stability there is now a consensus among the member countries to increase supply to meet growing 
demand and moderate prices. 
 
While there has been significant progress in the administration of COVID-19 vaccinations in the developed world and 
the global economy is gradually opening, pre-pandemic economic activity is anticipated to be several months away. 
Although oil demand is expected to eclipse supply in the coming months E&Ps have yet to ramp-up budgets and 
activity levels hence Wavefront does not anticipate growth in the near term; indeed, the Company may continue to 
experience a period of revenue contraction in several areas we serve. 
 
Wavefront will continue to exercise disciplined operating cost and capital expenditure controls.  Wavefront remains 
committed to strong project execution, best-in-class service, and will continue to strive toward generating solid gross 
profit margins1 to ensure the Company is best positioned to quickly rebound as the economic recovery begins. 
 
 
OVERALL RESULTS FROM OPERATIONS  
 
Wavefront operates with one reportable segment that covers all aspects of the Company’s business. 
 
Wavefront considers the basis on which it is organized, including the economic characteristics (i.e., the nature of the 
products and services and any bundling or cross use thereof, types of customers, operating segment served within the 

 
1 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 revenue.  Gross profit margin is calculated by dividing the gross profit by revenue. 
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industry and similarity of segments with other OFS companies, quantitative and qualitative thresholds, etc.) and geographic 
areas, in identifying its reportable segment. The operating segment of the Company is defined as components of the 
Company for which separate financial information is available and is evaluated regularly by the chief operating decision 
maker in allocating resources and assessing performance. The chief operating decision maker of the Company is the 
President and Chief Executive Officer.  
 
Within this MD&A, however, Wavefront provides additional product level information such as revenues by product line 
and geography as it believes this additional supplemental information is useful to stakeholders with respect to the 
development of the business. 
 
Since March 2020, the State of Kuwait (“Kuwait”), has been subject to various government-mandated COVID-19 
restrictions. Travel constraints remain in place for most foreign visitors and the offices of the sole client in the country, the 
National Oil Company (“NOC”) remain partially closed. Such restrictions curtailed all but essential well work which 
additionally set-back Powerwave uptake. In addition, the Company’s anticipated WaveAxeTM field trial was postponed as 
it was not considered essential. The WaveAxe gas-driven stimulation tool is designed for optimization of oil and gas 
reservoir stimulation to enhance rock permeability. The autonomous WaveAxe tool is deployed on coiled tubing and 
uses pressurized gas as its energy source to effectively create multiple micro-fractures along the completed well 
interval. The Company and GDMC remain in meaningful and progressive discussion with the NOC regarding WaveAxe 
and Wavefront anticipates a new timetable for a field trial in the coming months. 
 
And since entering into a new Exclusivity Agreement with GDMC for exclusive rights to Wavefront’s Powerwave related 
intellectual property, know-how and tools for the State of Kuwait, including the Al Khafji Joint Operations region (a 
common territory along the boarders of the Kingdom of Saudi Arabia and the State of Kuwait), work has ebbed and flowed 
with COVID-19 restrictions and with oil demands coupled with OPEC+ quotas. The Company does not anticipate activity 
levels to rise until early calendar 2022.  
  
Like Kuwait, the Kingdom of Saudi Arabia (“Saudi Arabia” or “the Kingdom”) was not immune to aggressive COVID-
19 restrictions that continue to impact Wavefront’s marketing efforts and the growth of Powerwave related technology in 
the country.  
 
Within the Kingdom, coiled tubing companies providing well services to the NOC are limited in their market access, i.e., 
no single coiled tubing company has access to all oil and gas fields or wells. To broaden the penetration of Powerwave 
related technology with coil tubing companies Wavefront engaged a local distributor as well as entered into an equipment 
rental agreement with an international oil field supplier founded in Weatherford, TX. While there has been positive 
movement in acceptance of Powerwave related technology with the major oil field services companies in the Kingdom, 
well stimulation activity levels with the NOC are quite low hence Wavefront continues to experience a downturn in revenue 
generation.  The Company does not anticipate activity levels to rise until early calendar 2022. 
 
For the third quarter 2021 (i.e., three months ended May 31, 2021) recorded revenues amounted to $371,281 a decrease of 
$330,978 from the comparative quarter (i.e., three months ended May 31, 2020) revenues of $702,259. Of the revenues 
for the reporting quarter, $354,079 (May 31, 2020 - $693,229) relates to Powerwave stimulations, with $335,862 of those 
revenues being derived from the Middle East, a decrease of $283,427 over the comparative quarter. The decrease in 
Powerwave stimulations revenues in the Middle East is related to the termination of a distribution agreement wherein the 
former Saudi Arabian distributor guaranteed a minimum number of Powerwave stimulations, which resulted in a decrease 
of $188,887 in revenues. Additionally, there was a lower number of Powerwave stimulations occurring because of limited 
oil field access and marketing abilities related to the ongoing COVID-19 pandemic, and due to the change of distributors 
in Saudi Arabia. Similarly, in the State of Kuwait, the volume of Powerwave stimulations performed declined from the 
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comparative quarter due to limited oil field access and marketing abilities related to the ongoing COVID-19 pandemic 
however, the related revenues did not exceed the minimum guaranteed under agreement with the Company’s Kuwait 
Distributor. 
 
In fiscal 2020, the Company’s Distributor in Colombia completed four Powerwave Odyssey and four Powerwave SAN 
stimulations. There remain five Powerwave Odyssey stimulations to be completed from the initial ten well contracted 
program granted to Wavefront’s Distributor. The remaining Powerwave work and the installation of a dual Powerwave 
Dragonfly IOR/EOR system have been delayed due to COVID-19 with project completion remaining unclear. 
 
Powerwave revenues for the third quarter 2021 in the USA were also not as expected (May 31, 2021 - $18,217; May 31, 
2020 - $30,498) given limited oil field access due to COVID-19 and client (i.e., individual exploration and production 
company) access to chemicals, acids, coiled tubing units, etc. which have been impacted by COVID-19. Additionally, the 
potential in US $500,000 revenues related to the General Services Agreement (“GSA”), which was announced on 
September 9, 2019, and still cannot be recognized, at this time, due to unforeseen, circumstances beyond the Company’s 
control. It is the intent of the Company, at this time, to continue, in good faith, to work with executive management of the 
E&P client to which the GSA was executed. Once the Company can recognize revenues, in accordance with IFRS, the 
Company will accordingly disclose any such recognition. 
 
 
Consolidated Results – nine-months ended May 31, 2021 
 
Revenues 
 
Revenues for the nine month period ended May 31, 2021 totalled $1,190,159, a decrease of $918,825 from the comparative 
period revenues of $2,108,984.  Revenues related to Powerwave stimulations for the nine months ended May 31, 2021 
totalled $1,114,240 (2020 - $1,914,833). Powerwave stimulation revenues for the reporting quarter from the Middle East 
totalled $1,041,080 (2020 - $1,659,258). The decrease in Powerwave stimulations revenues in the Middle East is 
related to the termination of a distribution agreement wherein the former Saudi Arabian distributor guaranteed a 
minimum number of Powerwave stimulations, which resulted in a decrease of $498,981 in revenues. Additionally, 
there was a lower number of Powerwave stimulations occurring because of limited oil field access and marketing 
abilities related to the ongoing COVID-19 pandemic, and due to the change of distributors in Saudi Arabia. 
 
North American Powerwave stimulation revenues totalled $64,530 (2020 - $93,889) and remain behind historical norms, 
and in part due to the unrecognized revenues related to the GSA noted above, while Powerwave stimulation in other 
international regions totalled $8,630 (2020 - $161,686). 
 
Revenues for the nine months ended May 31, 2021, related to Powerwave IOR/EOR projects totalled $nil (2020 - 
$180,801), and Other Technology revenues totalled $75,919 (2020 - $11,860). 
 
Geographically, $130,729 (2020 – $274,691) in revenue was generated in North America, $1,041,080 (2020 - $1,659,258) 
in the Middle East, and $18,350 (2020 - $175,035) in other international geographic regions.  The geographic revenues are 
more specifically described as follows: 
 

North America: Revenues in North America decreased by $143,962 to $130,729 compared to $274,691 in the 
comparative nine months principally due to the comparative period’s sale of IOR/EOR Powerwave systems for 
$180,801. Powerwave stimulation revenues in North America totalled $64,530 (2020 - $93,889) but have yet to 
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return to historical norms in part due to the unrecognized revenues related to the GSA noted above; Other 
Technology revenues totalled $66,199 (2020 - $ nil).  
 
Middle East:  Revenues in the Middle East totalled $1,041,080 (2020 - $1,659,258), all of which is related to 
Powerwave stimulation revenues for both the current and comparative reporting periods.  
 
Other International:  Revenues outside of North America and the Middle East totalled $18,350 (2020 - 
$175,035).  Powerwave stimulation revenues in other international markets totalled $8,630 (2020 - $161,686); 
and Other Technology revenues totalled $9,720 (2020 - $13,349). 

 
Costs of Sales 
 
Under IFRS cost of sales includes direct labour, wage benefits and associated stock option benefits, consumable (i.e., 
inventory) parts, as well as third party installation costs of Powerwave and Primawave product lines. 

 
Any losses related to Powerwave projects are immediately recognized and have the effect of increasing direct costs for the 
period in which they occur or are known to occur. 
 
Costs of sales for the nine month period ended May 31, 2021 totalled $47,496 or 4.0% of revenues (2020 - $117,769 or 
5.6% of revenues).  The comparative period costs of sales was higher due to the sale of certain IOR/EOR tools, whereas 
the current reporting period includes only rental income with a greater proportion of revenues being derived through 
Distributors, and more-over, the majority of revenues being recognized by agreements providing minimum numbers of 
Powerwave stimulation jobs or guaranteed revenues, and thus, there were little direct costs (i.e., minimal well modelling, 
field labour, direct labour and inventory for Powerwave tool refurbishing).  

 
Costs of sales associated with all Powerwave stimulations totalled $47,389 (2020 - $57,346). 
 
Expenses 
 
As of May 31, 2021, the Company recorded an impairment expense of $1,463 related to certain Powerwave tools as a 
result of obsolescence and / or physical damage. In addition, the Company recorded an impairment expense of $58,513 
related to intangible assets. COVID-19, as well as other material uncertainties, has impacted the Company’s ability to 
realize a future economic benefit related to the underlying irrevocable licenses. 
 
In the comparative period ended May 31, 2020 the Company fully impaired the $211,965 of raw materials and consumable 
inventory recorded within the equipment under construction, under the tools and equipment asset segment to the estimated 
net realizable value of $nil. COVID-19, as well as volatility in spot prices for oil, created material uncertainties, and also 
impacted the Company’s ability to consume or sell these inventory items within next twelve months from May 31, 2020. 
 
General and administrative, sales and marketing, research and development, and amortization and depreciation expenses 
for the nine months ended May 31, 2021, declined by $140,243 to $ 2,359,629 compared to $2,499,872 for May 31, 2020.  
The changes within these expenses were principally a result of the following: 
 

i) General and administrative expenses increased by $78,977 (May 31, 2021 - $1,731,814; May 31, 2020 - 
$1,652,837). The change in general and administrative expenses were as follows with the noted variances: 
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May 31, 2021 May 31, 2020           Variance

Wages, wage expenses and benefits 747,029$                780,359$                (33,330)$          

Office 275,922                  306,173                  (30,251)            

Consultants 228,590                  130,898                  97,692             

Public company & listing fees 143,129                  143,132                  (3)                     

Professional fees 125,895                  211,659                  (85,764)            

Repairs and maintenance 70,566                    35,858                    34,708             

Bad Debts 59,193                    23,004                    36,189             

Vehicle 48,365                    20,421                    27,944             

Share based payments 30,680                    -                          30,680             

Miscellaneous 2,445                      1,333                      1,112               

1,731,814$             1,652,837$             78,977$           

Nine-months ended

 
 
With the increases to the Company’s general and administrative expenses (i.e., consulting fees, repairs and 
maintenance and vehicles expenses), increases related to and in support of the Company’s distributor in the 
Kingdom of Saudi Arabia.  The increase in bad debt relates to the full impairment of one invoice pertaining to a 
prior period’s demobilization of an IOR/EOR project. 
 
Wages, wage expenses and benefits within general and administrative expense fluctuate given functional activity 
and allocation to other functional expenses, i.e., costs of goods sold, sales and marketing, and research and 
development. COVID-19 and travel restrictions has directly and indirectly impacted other functional activities.  
 
The natural wage and wage expense decreased as certain employees were temporarily laid off due to COVID-19 
and decreased business activity. 
 

ii) Research and development expense decreased by $78,000 to $89,592.  Research and development expense relates 
to labour of the Company’s physicist and reservoir engineer that support our Powerwave product line and the 
development of a prototype high flow rate Powerwave Odyssey tool for multilateral horizontal wells. The high flow 
rate Powerwave Odyssey tool is hoped to allow the Company’s distributors to enter into a sections of wells not 
currently open to stimulation via the current Powerwave Odyssey tool. 

 
The changes in research and development expenses relates to a decrease in material and external engineering 
consulting of $60,827, and the functional allocation of fully built-up wages of $17,174. 
 
During the fiscal year 2020, the Company successfully developed a high flow rate Powerwave Odyssey tool for use 
in multilateral horizontal wells. The Company will move into limited commercial production of high flow rate 
Powerwave Odyssey tools in the coming reporting periods. As a result, it is anticipated that materials and external 
engineering consultation expenses will continue to decline in the coming months. 
 
Depending on COVID-19 impacts and travel restrictions, the Company anticipates marketing the new high flow 
rate Powerwave Odyssey tool in early calendar 2022. 
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iii) Sales and marketing expenses decreased by $71,650 to $323,793.  During the reporting period there was a decrease 
of $152,986 travel related expenses that mainly relate to travel to the Middle East, a decrease of $12,953 in meals 
and entertainment, and a decrease of $14,404 in marketing and advertising expense. 
 
During part of the reporting period sales personnel in Canada were temporarily laid off. However, this decrease in 
sales force was offset with the hiring of personnel in the Permian basin in Texas to help diversify the Company’s 
customer base and return USA Powerwave revenues to pre-COVID-19 historical norms. As a result, there was a 
net increase in the allocation of fully built-up labour sales and marketing costs of $108,693. 
 
The continued COVID-19 social distancing and travel restrictions will continue to impact marketing budgets in the 
near term. 
 

iv) Amortization and depreciation expense decreased by $69,570 to $214,430 from the comparative period. With 
entering into a new five-year lease, future depreciation and amortization expense will increase by approximately 
$3,852 per month; however, as certain assets are nearing fully depreciation and the various impairments, it is 
expected that the amortization and depreciation expense will not materially change. 
 

v) During the current reporting period, the Company sold certain redundant assets recognizing a gain on disposition 
of $4,078. 
 

Net Finance Section of Income 
 
Financing costs of $11,815 (2020 - $10,234) includes interest expense, for both reporting periods that relates to interest 
on insurance financing contracts, and interest expense of $9,388 (2020 - $6,090) relates to lease liability (i.e., IFRS 16). 
As the prior lease came to an end on January 31, 2021, the Company expects future periods to have higher interest costs 
related to the new lease. 
 
During the fourth quarter 2020, the Company began accessing Canada Emergency Wage Subsidy (“CEWS”), a wage 
subsidy program offered by the Canadian government until September 2021 to qualifying employers who have seen a drop 
in revenues due to COVID-19. Also, during the second quarter 2021, the Company began accessing the Canada Emergency 
Rent Subsidy (“CERS”), a rent subsidy program offered by the Canadian government. As a result of accessing the CEWS 
and CERS programs, the Company recognized non-refundable government grants of $179,813 (2020 - $nil) for the nine 
months ending May 31, 2021. 
 
Financing income of $15,860 (2020 - $21,848) includes interest earned for the reporting quarters. Interest earned relates 
to the investment of funds principally from the private placement that was closed and announced on July 17, 2018, and 
cash inflows since that private placement. 
 
Foreign exchange loss of $28,329 (2020 - $32,165) is a result of the translated difference between spot rates and the average 
for the year of items in the Company’s Canadian entity. 
 
Net Loss and Comprehensive Loss, and Loss Per Share 
 
The net loss for the nine months ended May 31, 2021 increased by $436,378 to $1,117,335 (or basic and diluted net 
loss of $0.013 per share), compared to the net loss of $680,957 (or basic and diluted net loss of $0.0078 per share) for 
the comparative period ended May 31, 2020. 
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The comprehensive loss for the nine months ended May 31, 2021 of $1,120,302, and was impacted by foreign 
translation loss of $2,967 on its foreign, wholly owned, subsidiary in the United States versus the reported 
comprehensive loss of $677,467 reported in the comparative reporting period ended May 31, 2020. 
 
Earnings before interest tax, depreciation and amortization (“EBITDA”) 
 
The following table sets out the Company’s EBITDA loss and EBITDA loss per share: 
 

May 31, 2021 May 31, 2020

Net loss (1,117,335)$              (680,957)$                 
  Items not affecting cash
    Amortization and depreciation 214,430                    284,000                    
    Interest and tax expense 13,012                      11,513                      

EBITDA (889,893)$                 (385,444)$                 

EBITDA loss per share (0.010)$                    (0.004)$                    

Nine months ended

note 1: EBITDA is calculated by adding back all interest, tax, depreciation and amortization to net loss, and is further discussed in Non-
IFRS Measures 
 
Excluding the impairment of property, plant and equipment and intangible assets of $59,976 in the current period, and 
the impairment of non-current inventory of $211,965 in the comparative period, the EBITDA loss would have been 
$887,835 (or the EBITDA loss of $0.010 per share) for May 31, 2021 compared to $173,479 (or the EBITDA loss of 
$0.002 per share) for May 31, 2020.  
 
Operating Cash Flows 
 
The following table sets out the cash used in operations for the nine months ended May 31, 2021 and 2020: 
 

May 31, 2021 May 31, 2020

Net Loss (1,117,335)$              (680,957)$                 
Changes to net loss not involving cash

Amortization and depreciation 214,430                    284,000                    
Impairment 59,976                      216,079                    
Share-based payments 30,680                      -                              
Impact of foreign translation 22,555                      (15,299)                    
Gain on disposal of property, plant, and equipment (4,078)                      -                              
Interest expense (11,815)                    (10,234)                    

Nine months ended
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May 31, 2021 May 31, 2020

Changes to working capital
Change in trade and other receivables 517,966                    (174,514)                   
Change in inventory 25,326                      38,350                      
Change in unearned revenue 11,983                      114,776                    
Interest paid 11,815                      10,234                      
Change in deposits -                              (6,476)                      
Change in trade and other payables (85,813)                    19,696                      
Change in prepaid expenses (24,719)                    (85,398)                    

Cash from operating activities (349,029)$                 (289,743)$                 

Nine months ended

 
 
CONSOLIDATED RESULTS – THREE MONTHS ENDED MAY 31, 2021 
 
Revenues 
 
For the third quarter ended May 31, 2021 gross revenues totalled $371,281, decreasing $330,978 over the comparative 
quarter ended May 31, 2020 that recognized revenues of $702,259.  Revenues related to Powerwave stimulations for the 
third quarter 2021 totalled $354,079 compared to $693,437 in the comparative quarter. Powerwave stimulation revenues 
for the reporting quarter for the Middle East totalled $335,862 (2020 - $619,289). The decrease in Powerwave 
stimulations revenues in the Middle East is related to the termination of a distribution agreement wherein the former 
Saudi Arabian distributor guaranteed minimum number of Powerwave stimulations, which resulted in a decrease of 
$188,887 in revenues. Additionally, there was a lower number of Powerwave stimulations occurring because of 
limited oil field access and marketing abilities related to the ongoing COVID-19 pandemic, and due to the change of 
distributors in Saudi Arabia. 
 
North American Powerwave stimulation revenues totalled $18,217 (2020 - $30,498) and remain behind historical norms 
in part due to the unrecognized revenues related to the GSA noted above. 
 
Geographically, $35,419 (2020 – $30,498) in revenue was generated in North America, $335,862 (2020 - $619,289) in 
the Middle East, and $nil (2020 - $52,472) in other international geographic regions.  The geographic revenues are more 
specifically described as follows: 
 

North America: Revenues in North America marginally increased by $4,921 to $35,419 compared to $30,498 
in the comparative quarter. Powerwave stimulation revenues in North America totalled $18,217 (2020 - $30,498) 
and remain behind historical norms in part due to the unrecognized revenues related to the GSA noted above, and 
Other Technology revenues totalled $17,202 (2020 - $nil). 
 
Middle East:  Revenues in the Middle East totalled $335,862 (2020 - $619,289), all of which us related to 
Powerwave stimulation revenues in both the current and comparative reporting quarters.  
 
Other International:  Revenues outside of North America and the Middle East totalled $nil (2020 - $52,472).  
Powerwave stimulation revenues in other international markets in the comparative quarter totalled $43,442; and 
$9,030 for Other Technology revenues. 
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Costs of Sales 
 
Cost of sales for the third quarter ended May 31, 2021 totalled $13,589 or 3.7% of revenues (May 31, 2020 - $50,715 or 
7.2% of revenues). 
 
Expenses 
 
As of May 31, 2021, the Company recorded an impairment expense of $1,463 related to certain Powerwave tools as a 
result of obsolescence and / or physical damage. In addition, the Company recorded an impairment expense of $58,513 
related to intangible assets. COVID-19, as well as other material uncertainties, has impacted the Company’s ability to 
realize a future economic benefit related to the underlying irrevocable licenses. In the comparative period ended May 31, 
2020 the Company fully impaired the $4,114 of raw materials and consumable inventory recorded within the equipment 
under construction, under the tools and equipment asset segment. 
 
General and administrative, sales and marketing, research and development, and amortization and depreciation expenses 
for the third quarter ended May 31, 2021, increased by $18,028 to $720,840, compared to $702,812 for the quarter ended 
May 31, 2020.  General and administrative, sales and marketing, research and development, and amortization and 
depreciation expenses however, and despite the share based-payments of $30,680, declined from the prior quarter ended 
February 28, 2021 by $83,457. The change in these expenses over the comparative quarter was principally a result of the 
following: 
 

i) General and administrative expenses increased by $43,554 (May 31, 2021 - $527,642; May 31, 2020- $484,088) 
with the following noted variances: 
 

May 31, 2021 May 31, 2020           Variance

Wages, wage expenses and benefits 214,897$                257,138$                (42,241)$          

Office 98,216                    100,058                  (1,842)              

Consultants 91,869                    19,084                    72,785             

Public company & listing fees 32,982                    41,512                    (8,530)              

Share-base payments 30,680                    -                          30,680             

Professional fees 23,619                    54,938                    (31,319)            

Vehicle 20,633                    7,170                      13,463             

Repairs and maintenance 14,582                    12,422                    2,160               

Miscellaneous 255                         43                           212                  

Bad Debts (91)                          (8,277)                     8,186               

527,642$                484,088$                43,554$           

Three months ended

 
 
The increase in the Company’s consulting fees and vehicles expenses, are related to and in support of the 
Company’s distributor in the Kingdom of Saudi Arabia. 
 
Wages, wage expense and benefits within general and administrative expense fluctuate given functional activity 
and allocation to other functional expenses, i.e., costs of goods sold, sales and marketing, and research and 
development. COVID-19 and travel restrictions has directly and indirectly impacted other functional activities.  
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The natural wage and wage expense decreased as certain employees were temporarily laid off due to COVID-19 
and associated decreased business activity. 
 

vi) Sales and marketing expenses increased by $30,951 to $99,945.  During the reporting quarter there was a decrease 
of $3,342 travel related expenses that mainly relate to travel to the Middle East, a decrease of $3,427 in meals and 
entertainment, a decrease of $5,949 in marketing and advertising expenses, with an offsetting increase in the 
allocation of fully built-up labour sales and marketing costs of $43,670. 
 

vii) Research and development expense decreased by $23,821 to $32,351.  The changes in research and development 
expenses relates to a decrease in material and external engineering consulting of $18,386, and the functional 
allocation of fully built-up wages of $5,436. 
 

ii) Amortization and depreciation expense decreased by $32,656 to $60,902 from the comparative period. 
 

iii) During the current reporting period, the Company sold certain redundant assets recognizing a gain on disposition 
of $4,078. 
 

Net Finance Section of Income 
 
Financing costs of $7,121 (2020 - $3,013) includes interest expense, for both reporting quarters that relates to interest on 
insurance financing contracts, and interest expense of $6,443 relates to the lease liability. 
 
During the third quarter 2021, the Company accessed CEWS and CERS programs, and recognized non-refundable 
government grants of $89,895 (May 31, 2020 - $nil). 
 
Financing income of $2,266 (2020 - $7,209) includes interest earned for the reporting quarter. Interest earned relates to 
the investment of funds principally from the private placement that was closed and announced on July 17, 2018, and cash 
inflows since that private placement. 
 
Foreign exchange loss of $19,971 (2020 – gain of $34,624) is a result of the translated difference between spot rates and 
the average for the year of items in the Company’s Canadian entity. 
 
Net Loss and Comprehensive Loss, and Loss Per Share 
 
The net loss for the third quarter 2021, i.e., the three months ended May 31, 2021 was $353,977 (or $0.004 basic and 
diluted loss per share) compared to the comparative quarter ended May 31, 2020, which reported a net loss of $16,562 
(or $0.0002 basic and diluted loss per share). Of the increase in net losses, $330,978 relate to decreases in revenues, 
$59,976 relates to the current quarter’s impairment expense, and $30,680 relate to share-based compensation. The 
increases in consulting fees and vehicles expenses related to and in support of the Company’s distributor in the 
Kingdom of Saudi Arabia also negatively impacted net losses. 
 
The comprehensive loss for the second quarter 2021 was $355,480 and was impacted by foreign translation loss of 
$1,503 on its foreign, wholly owned, subsidiary in the United States versus the reported comprehensive loss of $13,433 
reported in the comparative reporting quarter ended May 31, 2020. 
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Earnings (loss) before interest tax, depreciation and amortization (“EBITDA”) 
 
The following table sets out the Company’s EBITDA (loss) and EBITDA (loss) per share: 
 

May 31, 2021 May 31, 2020

Net Loss (353,977)$                 (16,562)$                   
  Items not affecting cash
    Amortization and depreciation 60,902                      93,558                      
    Interest and tax expense 7,281                       4,292                       

EBITDA (loss) (285,794)$                 81,288$                    

EBITDA (loss) per share (0.0033)$                  0.0009$                    

Three months ended

note 1: EBITDA is calculated by adding back all interest, tax, depreciation and amortization to net loss, and is further discussed in Non-
IFRS Measures 
 
Excluding the impairment of property, plant and equipment and intangible assets of $59,976 in the current period, and 
the non-current inventory of $4,114 in the comparative period, the EBITDA loss would have been $283,736 (or the 
EBITDA loss of $0.003 per share) for May 31, 2021 compared to EBITDA income of $85,402 (or the EBITDA of 
$0.001 per share) for May 31, 2020.  
 
Operating Cash Flows 
 
The following table sets out the cash used in operations for the third quarter ended May 31, 2021 and 2020: 
 

May 31, 2021 May 31, 2020

Net Loss (353,977)$                    (16,562)$                      
Changes to net loss not involving cash

Amortization and depreciation 60,902                          93,558                          
Impairment 59,976                          4,114                            
Share-based payments 30,680                          -                                   
Impact of foreign translation 20,931                          (19,137)                        
Gain on disposal of property, plant and equipment (4,078)                          -                                   
Interest expense (7,121)                          (3,013)                          

Three months ended
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May 31, 2021 May 31, 2020

Changes to working capital
Change in trade and other receivables 263,270                        243,562                        
Change in prepaid expenses 27,859                          45,851                          
Interest paid 7,121                            3,013                            
Change in inventory 5,717                            45,436                          
Change in deposits -                                   (6,476)                          
Change in unearned revenue (1,821)                          40,627                          
Change in trade and other payables (72,016)                        (137,336)                      

Cash from operating activities 37,443$                        293,637$                      

Three months ended

 
 
With decreased Powerwave stimulations, and thus, revenues and receivables, the ability to generate cash from 
operations of $37,444 during the quarter is a result of the Company’s analytical rigor and corrective actions, and the 
ability to manage working capital. 
 
LIQUIDITY AND CAPITAL RESOURCES 
 
Assets 
 
Total assets decreased by $678,695 from the prior year end to $2,692,803, the changes of which principally relates to the 
decrease of $489,332 in cash and cash equivalents.  In addition to cash used in operations, cash of $65,579 was also used 
for the principal repayment of the lease, and $59,918 relates to purchases of property, plant and equipment.  
 
Current assets were also impacted by decreases in trade and other receivables by $517,966 and decreases in inventories of 
$25,326, that relate to reduced Powerwave stimulations and revenues. 
 
Within non-current assets, the net book value of property, plant and equipment declined by $31,876, and was principally 
a result of the amortization and depreciation expense of $113,354, and a decrease in intangible assets due to the full 
impairment of $58,513. 
 
Other than the aforementioned decreases in cash and cash equivalents and trade and other receivables, the principal 
change in total assets consists of the recognition of a new right-of-asset in the amount of $520,675 associated with the 
new lease. In addition, and associated with the new lease, the Company recognized a leasehold improvement asset of 
$29,660. The recording of the right-of-use asset and leasehold improvements total $550,335 relate to the accounting 
related to the new lease. 
 
Liabilities 
 
Total liabilities increased by $410,927 from the prior year-end to $1,119,680. Of the changes in liabilities, the largest and 
principal increase was recognition of the liabilities associated with the new lease of $550,335 (i.e., a current liability of 
$64,883 and non-current liability of $455,792 related to the lease, and a current liability of $5,932 and non-current liability 
of $23,728 related to the lease inducement, all of which is being depreciated over the lease term).   
 



 

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

 
- 17 - 

The recording of the current lease liability of $64,883 and current lease inducement of $5,932 have no offsetting of current 
assets and impacts working capital and other liquidity ratios. Excluding the liabilities related to the new lease, total 
liabilities would have decreased by $139,408. The lease liabilities are reduced with the recognition of future lease 
payments. 
 
Of the current liabilities not related to the lease, trade and accounts payable and other accrued liabilities decreased by 
$71,972, whereas unearned revenue increased by $11,983.  As at May 31, 2021, trade accounts payable totalled 
$237,433, trade accruals $162,628, vacation accruals of $43,338, notes payable related to insurance contract financing 
$31,863, and payroll tax, workers compensation and other accruals of $5,814. 
 
Unearned revenues principally relate to timing difference associated with payments received ahead of revenue recognition, 
but moreover, the remittance of monies paid by international Distributors in excess of what the Company believes to be 
the correct foreign tax withholding amounts. 
 
All non-current liabilities relate to the new lease. 
 
Liquidity 
 
The Company continues to be able to meet its liquidity needs through cash generated from operations and from unrestricted 
monies in high interest savings accounts.  
 
With the COVID-19 pandemic, the Company has experienced longer delays in realizing on its receivables, which has 
impacted cash resources.  Thus, working capital has seen large recent quarter over quarter large variances, as Distributor 
clients have been delaying payment of large receivables owing to Wavefront. 
 
The Company remains focused on invoicing and collection activities. During the COVID-19 pandemic, the Company has 
not experienced a material increased in bad debt allowances, but the Company has a bad debt impairment of one invoice 
in the amount of $59,193 (US $45,000) for the reporting quarter that related a prior periods IOR / EOR project. 
 
It is anticipated that, in at least the near term, working capital, and cash from operations will continue to fluctuate. 
Given the Company’s reliance on Distributors as well as a few key customers, should certain expected cash inflows 
not materialize in the amounts or at the times expected, cash on hand could be significantly reduced in the coming 
fiscal year. However, the Company is in frequent contact with its key Distributors and customers, continues to have 
good working relationships, collaborates on paths forward for business development, and reviews the credit quality 
of its counterparties, and thus, despite the COVID-19 environment.  
In managing the Company’s risks related to its higher reliance on a few foreign Distributors, the Company recently 
acquired Export Development Canada (“EDC”) Credit Insurance, wherein 90% of insured receivable losses are covered 
against non-payment caused by a variety of events. The Company’s EDC Credit Insurance is currently for specific 
customers and activities in the Kingdom of Saudi Arabia and the state of Kuwait, where 84.8% or revenues for the quarter 
were generated. 
 
As of July 27, 2021, Wavefront had $1,056,618 of cash and cash equivalents on hand. Of the cash on hand, Wavefront 
has $835,902 in high interest savings accounts with annualized interest rate of 1.70%. 
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Working Capital 
 
The following table presents working capital information as at May 31, 2021 and August 31, 2020: 
 

As at As at
May 31, 2021 August 31, 2020 Change

Current assets 1,739,683                2,747,588                (1,007,905)       
Current liabilities (674,684)                 (708,753)                 34,069              

Working capital
1

1,064,999                2,038,835                (973,836)          
 

Note 1: Working capital is calculated by subtracting current liabilities from current assets, and is further discussed in Non-IFRS 
Measures 
 
Changes in working capital relate to the net decreases in current assets of $1,007,905 (i.e., decreases in cash and cash 
equivalents of $489,332, decreases in trade and other receivables of $517,966 that is tied to decreases in revenues, and 
decreases in inventory of $25,326 which were offset by increases in prepaid expenses of $24,719). Working capital 
was impacted to a lesser degree by an increase in current lease liabilities of $31,852, an increase of unearned revenue of 
$11,983, which was offset by decreases in trade accounts payable and accrued liabilities of $77,904. 
 
The Company believes that its working capital position will continue to fluctuate, and that the Wavefront’s cash flow will 
be affected by the degree of Powerwave commercialization; the ability of Distributors and Third Parties to obtain additional 
Powerwave work with end users or E&Ps; and, the mix between Powerwave product lines.  
 
Financings 
  
There were no financings during the reporting or the comparative period. Given the Company’s stage of development, 
the COVID-19 pandemic, oil and gas demand and commodity prices both related and unrelated to COVID-19, and 
global economic uncertainty, it is currently believed that beyond any potential government funding, there are few 
financing sources available to Wavefront. Any future financings, if available, will also be dependent on Wavefront’s 
credit rating, quality of licensing contracts, etc. and other relevant financing factors. 
 
The Company did not default nor was it in arrears on any contractual commitments or leases and is not subject to any 
penalties related to delayed payments.  
 
Capital Management 
 
Currently, and in addition to the Contractual Commitments (noted below), and in accordance with Wavefront’s 
strategic plan, cash resources will be judiciously managed, however will be used for the following: 
 

 Ensuring the Company’s solvency; 
 

 To maintain an inventory of Powerwave tool systems and related activities; and, 
 

 To support strategic marketing efforts related to near-term revenue generation. 
 
There are currently no known trends or restrictions in Wavefront’s capital resources. However, for the reasons noted 
above, the Company expects working capital to continue to fluctuate. 
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Credit risk of any deposits is linked to the insurance coverage limits as prescribed by the Canadian Deposit Insurance 
Corporation and that of National Bank Financial. 
 
As of May 31, 2021, the Company had yet to achieve profitable operations, had an accumulated deficit of $76,203,012 
(August 31, 2020 - $75,085,677), and for the nine month period ended May 31, 2021 had a net loss of $1,117,335 
(nine months ended May 31, 2020 - $680,957). The impact of the COVID-19, amongst other things, has created a 
great deal of uncertainty as to the health and timeframe for recovery of the global economy. These resulting material 
uncertainties, together with the lack of continuing profitable operations may cast significant doubt to continue as a 
going concern. As a result, whether and when the Company can obtain profitability and positive cash flows from 
operations for the next twelve months is uncertain.  
 
COVID-19 has not materially impacted Wavefront logistics in procuring parts or inventory to manufacture or refurbish 
Powerwave tools or to be consumed in undertaking any Powerwave jobs. Nor has COVID-19 directly impacted the 
Company’s logistics and ability to send Powerwave tools to potential job locations or to provide the requisite labour 
or modelling to undertake a Powerwave stimulation or workover or IOR / EOR job.  
 
However, during the reporting period, it has been observed that COVID-19 has impacted many manufacturing and 
service providers, such that parts and inventory items required to keep coiled tubing and wireline rigs running were 
not readily available, and the supply of acids were not always available. These potential inputs are the responsibility 
of other service companies, the end user or the E&P companies. Despite end user or E&P demand across multiple 
geographic regions, the temporary lack or scarce availability of coiled tubing and wire line rigs, and acids has impacted 
the timing of Wavefront jobs, with many planned and booked jobs rescheduled multiple times. The indirect and 
temporary lack or scarce availability of coiled tubing and wire line rigs, and acids to end users or E&Ps, has reduced 
Wavefront revenues, and thus, impacted Wavefront net losses and EBITDA. 
 
In the past the Company has successfully used brine water or equivalent stimulation fluids in well stimulations and 
workovers. However, the Company has been unsuccessful in convincing end user or E&P engineers, in certain 
geographic regions, to replace acids with brine water or equivalent stimulation fluids. 
 
To bolster the Company’s ability to withstand the impacts of the COVID-19 pandemic, the Company has significantly 
reduced discretionary spending and capital expenditures. As well given the potential negative impact to future 
operating cash flows, the Company has commenced accessing the following government economic support 
mechanisms: 
 

i) The Company has continued to access non-refundable grants from the Canada Emergency Wage Subsidy 
(“CEWS”) program. CEWS was established in March 2020 to support employers and their employees, during 
the COVID-19 pandemic by providing a wage subsidy with respect to eligible remuneration paid by eligible 
employers who have experienced a drop in revenue related to COVID-19. CEWS is administered by the 
Canada Revenue Agency (“CRA”) on a period-by-period basis, with each period spanning four weeks. There 
is no maximum dollar amount a business can receive from the program; however, there is a maximum limit 
on the amount of subsidy a business can receive for a single employee’s weekly wages. The subsidy amount 
for each employee is calculated by determining the CEWS rate (which is a function of revenue declines, and 
for Wavefront calculated on the cash basis) and multiplying by eligible employee wages. The CRA recently 
extended the CEWS program till September 25, 2021, and the Company will continue to access the program 
if it qualifies. 
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During the three and nine months ended May 31, 2021, the Company was not eligible for the non-refundable 
grants in every four-week period, but was still able to access $75,487 and $156,013, respectively (2020 - 
$nil) in CEWS non-refundable grants. Future CEWS non-refundable grants will be dependent on revenue 
declines and individual employee limits. 
 

ii) During the three and nine months ended May 31, 2021, the Company accessed the new Canada Emergency 
Rent Subsidy (“CERS”) program. CERS is administered by CRA for businesses that have seen a decline in 
revenues (i.e., same calculation and measurements as the CEWS program) due to the COVID-19 pandemic 
and may be eligible for a subsidy of up to 65% per cent of eligible business property expenses (i.e., base rent, 
operating expenses, property insurance, utilities, property and similar expenses and ancillary fees such as 
cleaning expenses) up to a maximum of $75,000 per period. The CERS program provides support directly to 
tenants instead of property owners and allows companies to make retroactive claims. The CRA recently 
extended the CERS program till September 25, 2021, and the Company will continue to access the program 
if it qualifies. 
 
During the three and nine months ended May 31, 2021, the Company was not eligible for the non-refundable 
grants in every four-week period, but was still able to access $14,408 and $23,800, respectively (2020 - $nil) 
in CERS non-refundable grants. Future CERS non-refundable grants will be dependent on revenue declines 
and the calculated eligible rent amounts. 

 
iii) During the second quarter the Company completed an application for a loan, which may be eligible for 

forgiveness, for its US subsidiary, Wavefront Technology Solutions USA Inc. to help keep its workforce 
employed during the COVID-19 pandemic. The loan is administered by the Small Business Administration 
(“SBA”), under the Paycheck Protection Program, and has “three draws” or stages to the program. The 
Company made a loan application of US $27,420 under the “first draw” of the Paycheck Protection Program. 
 
Although the Company believes it qualified for the first draw SBA Paycheck Protection Program, the 
Company obtained notice that it was not able to obtain SBA approval given its USA subsidiary’s parent 
company is a Canadian resident. The Company believes it is ineligible for the “second draw” of the program, 
and thus, has abandoned its applications under the SBA program. 
 
As a result of declining USA Powerwave revenues and not being able to access the SBA Paycheck Protection 
Program, the Company, subsequent to the reporting period, has reduced its USA workforce. 

 
The Company has or will categorize the above grants or subsidies and loans by their nature (i.e., as cash, a receivable 
or loan) on its Consolidated Statement of Financial Position. Non-refundable contributions made under the various 
programs are recorded as “Government Assistance” under Other Income within the Statements of Net Loss and 
Comprehensive Loss when there is reasonable assurance that the assistance will be received and that there are no 
unfulfilled conditions and other contingencies attaching to government assistance. 
 
It is currently believed that the material uncertainties related to COVID-19, and oil and gas demand has fostered a 
great deal of uncertainty as to the time-frame for recovery of the global economy, and has impacted foreign exchange 
and interest rates, government policies, and E&P activities within the oil and gas sectors.  Together with the lack of 
continuing profitable operations, economic reliance on limited key distributors or customers, this creates material 
uncertainties in the near term, and may impact Wavefront’s abilities to generate revenues, collect on amounts when 
due, or obtain conventional or equity financing. 
 



 

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

 
- 21 - 

Given the Company’s priority of sustainability, all capital and future expenditures, inclusive of research and 
development projects, will be governed by the Company’s working capital position throughout the year. 
 
 
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: 
 

Total
Less than 1 

Year 1 - 3 Years 3 - 5 Years
More than 5 

Years

Contractual commitments
   and variable lease payment 308,521$       90,220$      178,610$     39,691$         -     $           
Lease liabilities 582,183         119,600      376,783       85,800           -              

890,704$       209,820$    555,393$     125,491$       -     $           

Payments Due by Period 

 
Note 1: Effective February 1, 2021, the Company entered into a new office and warehouse lease for its Edmonton, Alberta operations 
for a period of five years. 
 
OFF-BALANCE SHEET ARRANGEMENTS 
 
The Company has no off-balance sheet arrangements. 
 
TRANSACTIONS WITH RELATED PARTIES 
 
The Company has no transactions with related parties. 
 
PROPOSED TRANSACTIONS 
 
At the time of this report the Company has no undisclosed proposed transactions. 
 
RISK AND UNCERTAINTIES 
 
The Company’s business risks and uncertainties are the same as disclosed in its annual MD&A issued for the year 
ended August 31, 2020. 
 
ENVIRONMENTAL RISK 

 
The Company’s environmental risks are the same as disclosed in its annual MD&A issued for the year ended August 
31, 2020. 
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CLIMATE GOVERNANCE AND RISK MANAGEMENT 
 
Aspects of climate change risk and opportunities that most influence Wavefront’s business strategy are: future 
regulatory changes and associated compliance costs, commodity prices, access to markets and capital, social 
preferences, general capital investment declines in the energy sector, and reputational and Environmental, Social and 
Governance (“ESG”) risk (related to climate change, human rights and ethical and sustainable business practices), and 
technology development. 
 
The Company currently has a Safety, Health and Environmental policy as part of its Corporate policy manual. The 
Safety, Health and Environmental policy assists the Board in fulfilling its obligations relating to safety, health and 
environmental matters concerning Wavefront. Safety and protection of the environment have always been top 
priorities in Wavefront’s business operations. Wavefront believes dedication to safety and environmental protection 
go beyond implementing the right policies and having the right equipment or department; but ensuring that everyone 
at Wavefront is aware of both their responsibility for safety matters and protection of the environment and how integral 
those matters are to the Company’s business. 
 
Wavefront is in the process of augmenting its Safety, Health and Environmental policy to include a multi-disciplinary 
risk management process, which considers ESG and climate change risks and opportunities as part of Wavefront’s 
business evaluation. Processes for identifying, assessing, and managing climate-related issues will be integrated into 
the Company’s enterprise risk management (“ERM”) framework. 
 
Although climate change and ESG could negatively impact energy sector activity, it also represents an opportunity 
for Powerwave’s smart technology that does not require capital investment by end users or E&P, reduces operating 
cost by decreasing volumes of water or chemical injection and E&P operating horsepower, while reducing need for 
more frequent stimulations and increasing near term productions and thus, E&P income and cash flows. 
 
CRITICAL ACCOUNTING POLICIES AND ESTIMATES 
 
The Company’s critical accounting policies and estimates are the same as disclosed in its Audited Consolidated 
Financial Statements and Notes, and its annual MD&A issued for the year ended August 31, 2020. 
 
CHANGES IN ACCOUNTING POLICIES 
 
The changes in accounting policies are disclosed in Note 2, “Statement of Compliance”, of the Unaudited Interim 
Condensed Consolidated Financial Statements for the third quarter ended May 31, 2021. 
 
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, 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.  Concentrations 
of credit risk with respect to accounts receivable also exists, as the top three customers currently comprise 85.5% 
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(2020 – 93.4%) of total revenues. However, the majority of transactions are with larger oil field service companies in 
the Middle East or publicly traded corporations in the United States of America.  
 
In light of the ongoing COVID-19 pandemic, the Company may negotiate some payment extensions with both our 
vendors and clients. At this time, the Company has not made significant extensions (other than the prior quarters’ 
financing of past amounts due) to our clients or Distributors. 
 
Credit risk related to the Company’s two principal Distributors in Saudi Arabia and Kuwait is also mitigated by the 
Company’s, acquisition of Export Development Canada’s (“EDC”) export credit insurance, wherein 90% of insured 
losses, up to policy maximums, are covered against the risk of non-payment caused by a variety of events. 
 
Credit risk, with respect to accounts receivables may also be mitigated due to Wavefront’s credit evaluation and cash 
management processes. 
 
Foreign currency risk 
 
Wavefront is exposed to currency risks as a significant portion of its revenues are in foreign currencies, primarily US 
dollars, as a result of the Company’s export of its technology and Powerwave tools to foreign jurisdictions of goods 
produced in Canada or services provided from Canada. Wavefront is also exposed to some limited operational 
expenses related to Distributors in foreign operations.  Therefore, the Company is exposed to fluctuations in exchange 
rates to the extent that a strengthening Canadian dollar environment will result in a negative impact and a weakening 
Canadian dollar environment will result in positive impact on our income from 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. 
 
 
SUPPLEMENTARY INFORMATION 
 
SUMMARY OF QUARTERLY RESULTS AND LOSS PER SHARE 
 
The following tables sets forth selected data derived from our unaudited condensed consolidated interim 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 and related notes thereto. 
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3rd Qtr 2021 2nd Qtr 2021 1st Qtr 2021 4th Qtr 2020
May 31 '21 Feb 28 '21 Nov 30 '20 Aug 31 '20

Revenue 371,281$            373,118$            445,760$            695,473$            

Net Income (Loss) (353,977)$           (415,839)$           (347,520)$           20,773$              

Basic & diluted income (loss) per share (0.0040)$             (0.0047)$             (0.0040)$             0.0002$              

Common shares outstanding

Weighted average shares outstanding 87,572,573         87,572,573         87,572,573         87,572,573         
 

 
3rd Qtr 2nd Qtr 1st Qtr 2020 4th Qtr 2019

May 31 '20 Feb 29'20 Nov 30'19 Aug 31 '19

Revenue 702,259$             706,040$             700,685$             960,356$             

Net Loss (16,562)$             (419,612)$            (244,782)$            (112,539)$            

Basic & diluted loss per share (0.0002)$             (0.0048)$             (0.0028)$             (0.001)$               

Common shares outstanding

Weighted average shares outstanding 87,572,573          87,572,573          87,572,573          87,540,244          

Note 1: All amounts in Canadian dollars except share data  
 
 
DESCRIPTION OF SHARE CAPITAL 
 
As at May 31, 2021, Wavefront’s share capital consisted of the following: 
 
Common shares

Authorized: unlimited

Issued and outstanding:

Free trading 87,572,573           

Convertible into common shares

Share purchase warrants 4,341,333             

Incentive stock options 2,800,000             

7,141,333             

Fully diluted share capital: 94,713,906           
 

 
As at July 27, 2021, Wavefront’s number of issued and outstanding shares is 87,572,573.  
 
  



 

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

 
- 25 - 

Market for Securities 
 
The common shares of Wavefront Technology Solutions Inc. are listed on the TSX Venture Exchange under the 
symbol of WEE. The Company’s shares also trade on OTCQB Venture Market under the symbol WFTSF. 
 
Warrants granted during the period 
 
No warrants were granted during the reporting quarter. 
 
Warrants outstanding 
 
As at May 31, 2021

Exercise Price 
per Share

              $

July 17, 2018 July 17, 2021                  628,741                       0.45 

July 17, 2018 July 17, 2021               3,712,592                       0.20 

              4,341,333 

Date Granted Expiry Date
Number of 

Options

 
 
During fiscal 2019, the Company obtained TSX Venture Exchange (the “Exchange”) approval for the extension of 
the share purchase warrants (“Warrants”) in the above table to July 17, 2020. In fiscal 2020, the Company also obtained 
Exchange approval to a second extension of the term of the Warrants to July 17, 2021, and consistent with Exchange  
policies, the Warrant re-pricing of 3,712,592 Warrants originally issued on July 17, 2018, while the Warrant extension, 
with no reduction in the original $0.45 exercise price will, apply to the remaining 628,741 Warrants to investors. 
Also consistent with Exchange policies, the amended Warrants that are repriced will include an accelerated expiry 
clause such that their exercise period will be reduced to 30 days if, for any ten consecutive trading days during their 
unexpired term, the closing trading price of the common shares of the Company exceeds $0.25 per share.   
 
Subsequent to the reporting period, the Company obtained approval of the Exchange for an additional and subsequent 
extension of the term of aforementioned investor share purchase warrants (“Warrants”) originally issued on July 17, 
2018, from the current expiry date of July 17, 2021 to July 17, 2022 (subject to early expiry). All other terms of the  
 
Options granted during the period 
 
As at May 31, 2021

Exercise Price 
per Share

              $

March 31, 2021 March 31, 2031               1,000,000  $                    0.10 Independent Directors

              1,000,000 

Date Granted Expiry Date
Number of 

Options Optionee
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The Company maintains a Stock Option Plan under which the Company may grant incentive stock options for up to 
10,771,558 shares of the Company at an exercise price not to be less than the “Discounted Market Price” (as defined 
in the policies of the TSX Venture Exchange), provided that the exercise price shall not be less than $0.05 per share. 
All stock options awarded are exercisable for a period of up to ten years and vest, at a minimum, in equal tranches at 
three-month intervals over a period of eighteen months. 
 
Options outstanding 
 
As at May 31, 2021

Exercise Price 
per Share

              $

March 31, 2021 March 31, 2031               1,000,000                        0.10 

August 4, 2016 August 4, 2026               1,725,000                        0.28 

January 6, 2017 January 6, 2027                    75,000                        0.35 

              2,800,000 

Date Granted Expiry Date
Number of 

Options

 
 
During the first quarter 2021, 100,000 stock options that were forfeited were originally issued to a former Director of 
the Company with an exercise price of $0.28. 
 
During the reporting quarter 25,000 options issued to an employee with an exercise price of $0.28 were forfeited. 
 
 
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 annual basis Form 52-109FV1, the “Certificate of Annual Filings – 
Venture Issuer Basic Certificate” (the “Annual Form”) which does not include representations relating to the 
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 Annual 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 Certificates are responsible for ensuring that 
processes are in place to provide them with sufficient knowledge to support the representations they are making in 
those Certificates.  The Certificates do 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 financial statements do not contain any untrue 
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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 financial statements and that (ii) the 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 
financial statements. 
  
The Company’s certifying officers of the Certificates are responsible for ensuring that processes are in place to provide 
them with sufficient knowledge to support the representations they are making in those Certificates.  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 or current 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”. Forward-looking information can be identified by the use of the future tense or other forward-looking 
words such as “believe”, “expect”, “anticipate”, “intend”, “should”, “may”, “could”, “would”, objective” 
“forecast”, “position”, “intend” or the negative of those terms or other variations of them or comparable 
terminology.  Examples of such forward-looking information in this document include, but are not limited to 
statements with respect to the following, each of which is subject to significant risks and uncertainties and is based 
on a number of assumptions that may prove to be incorrect: 
 

 under the heading “Outlook” the outlook for Wavefront’s business and its long-term plans, including 
potential cash payments under the terms of the non-binding Memorandum of Understanding with GDMC, 
potential growth of sales in the Middle East, South and North America, and the potential necessity for further 
cost reductions; 
 

 under the heading “Liquidity and Capital Resources”, Wavefront’s beliefs about its working capital position 
and cash flow break even and its use of cash; and 
 

 under the heading “Contractual Commitments”, Wavefront’s beliefs about working capital sufficiency the 
potential receipt of payment of certain aged receivables and potential sources of financing. 

 
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. 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. Accordingly, readers 
should not place undue reliance on forward-looking information.  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 
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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", 
“Environmental Risk” and “Financial and Other Instruments” sections in this Management Discussion and 
Analysis. In determining Wavefront's forward-looking statements, Wavefront considers material factors including 
assumptions and 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. Many of these factors are beyond Wavefront’s control and have effects which are 
difficult to predict. 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. Investors 
and the public should carefully consider these factors, other uncertainties and potential events, and the inherent 
uncertainty of forward-looking statements when relying on these statements to make decisions with respect to 
Wavefront. 

 
The forward-looking statements contained herein represent Wavefront's expectations at July 27, 2021, 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). 


