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The following Management Discussion and Analysis of C-COM Satellite Systems Inc. (“C-COM” or the “Company”) for the year 

ended November 30, 2017 should be read in conjunction with the financial statements and notes included in this annual report.  All 

figures are presented in Canadian dollars in accordance with IFRS. 

 

Forward Looking Statements 

 

The Company cautions that the forward-looking statements in the following Management Discussion and Analysis are based on certain 

assumptions made by the Company that may prove inaccurate. Forward-looking statements include those identified by the expressions 

“anticipate”, “believe”, “plan”, “estimate”, “expect”, “intend”, and similar expressions to the extent that they relate to the Company or 

its management. Statements made in this Management Discussion and Analysis relating to:  the Company’s intention to continue 

quarterly dividends; management’s beliefs about the sufficiency of cash resources;  short and long term sources of funding for operations 

and innovation and development; the Company’s intention to continue developing and innovating for various markets and technologies; 

anticipated new products and technology including the types of products and technology , the expected features and performance of 

such products technology and the timing of their release;  the ability of new projects to provide the Company with patentable technology;  

methods of selling of new products; the Company’s ability to maintain its perceived market advantages  and future positioning of the 

Company in the markets in which it operates. These forward-looking statements are not historical facts, but reflect the Company’s 

current expectations and assumptions regarding future results or events.  Assumptions made include results of research and development 

efforts, customer demand for the Company’s products or services, the Company’s ability to maintain and enhance customer 

relationships, as well as the Company’s ability to bring to market its products or services.  Furthermore, the Company cautions that the 

forward-looking statements in the following Management Discussion and Analysis are based on current expectations as at March 21, 

2018 that are subject to change and to risks and uncertainties. Actual results may differ due to facts such as customer demand, customer 

relationships, new service offerings, delivery schedules, revenue mix, competition, pricing pressure, foreign currency fluctuations, and 

uncertainty in the markets in which the company conducts business.  Additional information identifying risks and uncertainties is 

contained in the Company’s filings with the various provincial securities regulators.  Readers should not place undue reliance on the 

company’s forward-looking statements. 

 

Overview 

 

C-COM Satellite Systems Inc. is a leader in the development and deployment of commercial grade mobile auto-deploying satellite-

based technology for the delivery of two-way high-speed internet, VoIP and video services into vehicles. C-COM has developed a 

unique proprietary mobile auto-deploying (iNetVu) antenna that allows the delivery of high-speed satellite based internet services into 

vehicles while stationary virtually anywhere where one can drive.  The iNetVu mobile antenna has also been adapted to be deployable 

from transportable platforms.  The Company’s satellite-based products and services deliver high-quality, cost-effective solutions for 

both fixed and mobile applications throughout the world. More information is available at:  www.c-comsat.com 

 

 

 

 

 

 

 

 

http://www.c-comsat.com/
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Selected Annual Information 

 

 Year Ended Year Ended Year Ended 

 November 30, 

2017 

November 30, 

2016 

November 30, 

2015 

    

Revenue $ 10,282,319  $ 9,267,750  $ 10,374,748  

Net Income $1,035,744 $ 1,020,234 $ 1,596,680 

    

Basic Earnings per Share $ 0.03 $ 0.03 $ 0.04 

Diluted Earnings per Share $ 0.03  $ 0.03  $ 0.04  

    

Total assets $ 20,846,832  $ 21,146,014  $ 20,911,461  

Total Non-Current Liabilities $ 310,014  $ 283,466  $ 133,187  

 

Results of Operations 

 

Income before other income and income tax was $1,491,575 compared with $1,425,536 in 2016. The Company completed the year 

with $15,091,121 of cash and marketable securities compared to $16,122,905 at the end of 2016. 

 

Revenues   

 Year Ended Year Ended Change 

 November 30, 

2017 

November 30, 

2016 
$ % 

    

Revenue – Airtime $ 81,400    $    119,853    $ 38,453    32.1% 

Revenue – Hardware $ 10,200,919   $ 9,147,897   $ 1,053,022  11.5% 

Total Revenue $ 10,282,319 $ 9,267,750 $ 1,014,569 10.9% 

 

Airtime revenue continues to drop year over year as the Company is no longer actively marketing these services. The airtime business 

has a significant number of large airtime providers who compete in this market place. The Company made a conscious decision to 

discontinue efforts to grow the airtime business in order to allow the Company to concentrate all of its efforts in the mobile VSAT 

antenna market. The profit margins in the airtime business are significantly smaller and require far more support than the mobile 

business.  

 

The increase in hardware revenue in 2017 compared to 2016 is mostly due to an increase in revenues from customers in North America, 

and the Middle East.  Their combined revenues were $5,356,866 (2016 - $2,467,827). This is primarily due to an increase in purchases 

from oil and gas exploration companies as well as the general economic conditions in a number of other countries.  

 

Cost of Sales and Gross Profit 

 

 Year Ended Year Ended Change 

 November 30, 

2017 

November 30, 

2016 
$ % 

    

Gross Profit $ 5,771,398  $ 5,196,249  $ 575,149 11.1% 

  As a percentage of revenue 56.1% 56.1%   

Allocation of amortization expense $ (23,990)  $ (22,310)  $ 1,680     7.5% 

Combined Gross Profit $ 5,747,408  $ 5,173,939  $ 573,469 11.1% 

  As a percentage of revenue 55.9% 55.8%   

 

 

 

The cost of sales percentage on hardware remained unchanged at 44.1% for the year ended November 30, 2017 (2016 – 44.2%). 

Management has continued to find cost savings to keep the margins consistent even with the average exchange rate of the US dollar 

relative to the Canadian dollar falling to $1.30 (2016 – $1.33).  
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Expenses  

 

 Year Ended Year Ended Change 

 November 30, 

2017 

November 30, 

2016 
$ % 

    

General and Administrative $ 1,770,191 $ 1,943,365 $ 173,174  8.9% 

    As a percentage of revenues 17.2% 21.0%   
     

Research and Development $ 1,482,992 $    826,770  $ 656,222 79.4% 

    As a percentage of revenues 14.4% 8.9%   
     

Sales and Marketing $ 1,002,650 $    978,268 $ 24,382   2.5% 

    As a percentage of revenues 9.8% 10.6%   

     

 

General and Administrative 

 

General and administrative expenses decreased $173,174 or 8.9% for the year ended November 30, 2017 compared to the same period 

last year primarily due to decreases in salaries, group benefits expenses, and employee stock option expense. 

 

Research and Development 

 

Research and development expense increased $656,222 or 79.4% compared to the same period last year.  This was primarily due to 

increases in payments to sub-contractors. 

  

Sales and Marketing 

 

Sales and marketing expenses increased $24,382 or 2.5% over the same period last year.  The increase in commissions paid to employees 

was offset by decreases in spending on salaries to the sales staff, advertising, promotional items, travel, and trade show expenses.  

 

Investment Income 

 

Investment income for the year is comprised of interest earned on the Company’s cash balances, guaranteed investment certificates and 

the gains on the money market fund. The increase is primarily due to higher interest rates on the Company’s GIC’s and savings accounts. 

The Company has increased the amount invested in marketable securities during the year to $11,625,543 (2016 - $10,081,130). 

 

Income Tax Expense 

 

The Company reports its results on a fully taxed basis. The provision for income tax for fiscal 2017 was $468,974 or 31.2% of income 

before income tax compared to $488,685 or 32.4% of income before income tax in 2016. The effective tax rate for 2017, prior to 

considering the impact of non-taxable transactions, is expected to be approximately 26.5% (2016 – 26.5%). 

 

Summary of Quarterly Financial Data 

 

Quarter Ended Q4/17 Q3/17 Q2/17 Q1/17 Q4/16 Q3/16 Q2/16 Q1/16 

Revenue $3,425,394  $2,341,016  $3,030,499  $1,485,410  $2,935,196  $2,094,710  $1,804,131  $2,433,713  

Operating Income $737,178  $401,884  $229,070  $123,443  $538,604  $214,192  $147,419  $525,321  

Net Income   $758,017  $130,183  $145,909  $1,635  $666,296  $29,579  $15,811  $308,548  

         

Dividend Paid $459,182  $459,057  $459,057  $456,682  $456,557  $456,494  $455,557  $452,369  

Dividend Rate /Share $0.0125  $0.0125 $0.0125 $0.0125 $0.0125 $0.0125 $0.0125 $0.0125 

Basic EPS $0.02  $0.00  $0.00  $0.00  $0.02  $0.00  $0.00  $0.01  

Diluted EPS $0.02  $0.00  $0.00  $0.00  $0.02  $0.00  $0.00  $0.01  
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The Company’s operations are subject to some quarterly seasonality due to the timing of vacation periods and statutory holidays. 

Typically the Company’s first and third quarters will be negatively impacted as a result of Christmas season and summer vacation 

period.  

 

Liquidity and Capital Resources 

 

 Year Ended Year Ended Change 

 November 30, 

2017 

November 30, 

2016 
$ % 

    

Cash $ 3,465,578 $ 6,041,775 $ 2,576,197 42.6% 

Marketable securities $ 11,625,543    $ 10,081,130    $ 1,544,413 15.3% 

Working capital surplus $ 19,685,820 $ 20,097,766 $ 411,946 2.1% 

    

Net cash provided by (used in):     

 Operating activities $ 713,484  $ 3,417,504  $ 2,704,020 79.1% 

 Investing activities $ (1,570,677)              $ (8,035,498)              $ 6,464,821 80.5% 

 Financing activities $ (1,740,478)   $ (1,669,852)   $ 70,626 4.2% 

      

Decrease in cash  $ (2,576,197)    $ (6,287,846)   $ 3,711,649 59.0% 

 

Working Capital Surplus 

 

The decrease in working capital surplus is due mainly to a decrease in the combined cash and marketable securities balance at November 

30, 2017. Current assets as at November 30, 2017 were $20,747,382 (2016 - $21,024,685) and current liabilities for the same periods 

were $1,061,562 (2016 - $926,919). 

 

Contractual Obligations 

 

The Company is committed to agreements for the rental of office space at a monthly rate of $22,673 until July 2019 and for the rental 

of VoIP hardware at a combined monthly rate of $574 until August 2019 and May 2020. 

 

 

Contractual Obligations: Payments Due by Period 

 Total Less Than 

1 Year 

1 – 3 

Years 

4 – 5 

Years 

After 5 

Years 

Operating Leases $467,286  $278,969  $188,317  Nil Nil 

 $467,286  $278,969  $188,317  Nil Nil 

 

Operating Activities 

 

Cash flows from operating activities for the year ended November 30, 2017 were $713,484 compared to $3,417,504 in 2016. This year’s 

decrease is mainly a result of a decrease in prepaid expenses, a reduction in inventory, an increase in accounts receivable, and a decrease 

in accounts payable. 

 

Investing Activities 

 

The marketable securities consist of the following investments, which are all held at major Canadian financial and insurance institutions: 

 

 

 Year Ended Year Ended 

 November 30, 2017 November 30, 2016 

Guaranteed investment certificates $ 11,625,543 $ 10,081,130 
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Financing Activities 

 

Dividend 

 

As a result of continued earnings and a strong cash position, the Company continued to pay dividends in fiscal 2017. The Company 

paid quarterly dividends totaling $1,833,978 or $0.05 annually per share compared to 2016 when the Company paid $1,820,977 in 

dividends or $0.05 annually per share. The Company intends to continue with its quarterly dividend policy for the foreseeable future.   

 

Capital Resources 

 

At November 30, 2017 the Company had an overdraft protection facility of $750,000 with a Canadian chartered bank that bears interest 

at prime plus 0.5%, is secured by a general security agreement providing a first charge over all company assets including accounts 

receivable, inventory and equipment. As at November 30, 2017 the Company had not borrowed on the credit facility. Management 

believes that C-COM has sufficient cash resources to continue to finance its working capital requirements. 

 

The Company operates internationally with approximately 96% of its business derived from non-Canadian sources as compared to 96% 

for the same period last year. All of the Company’s international business is denominated in United States dollars and therefore the 

Company’s results from operations are affected by exchange rate fluctuations of the United States dollar relative to the Canadian dollar. 

The Company did not use foreign currency forward contracts in its management of foreign currency exposure.  

 

In the short term, the Company will continue to fund operations through cash generated from the continued profitability of the sales of 

its core products and services.  In the longer term, additional financing may be required to fund further innovation and development of 

the next generation of products and services.  At this time, the Company does not have plans to pursue additional sources of financing 

and there can be no assurance that any additional financing that may be required will be available to the Company when needed, on 

commercially reasonable terms, or at all.  In addition, any equity financing may involve substantial dilution to the Company’s existing 

shareholders. 

 

Off-Balance Sheet Arrangements 

 

There were no off-balance sheet arrangements at November 30, 2017 

 

Related Party Transactions and Balances 

 

The Company’s management regards the members of the Board of Directors and their immediate families and the senior managers and 

their immediate families of C-COM Satellite Systems Inc., the senior managers and their immediate families of Eurodata Inc., the senior 

managers of Boyd Moving and Storage Ltd. and their immediate families, the senior managers and their immediate families of 718133 

Ontario Inc., the partners of Labarge Weinstein LLP , the senior managers and their immediate families of Rampart International Corp. 

and the senior managers and their immediate families of Branim Consulting Corp. as related parties. 

 

The Company had the following transactions and balances with related parties during the year. 

 

  Nov. 30, 2017 Nov. 30, 2016 

  $ $ 

 

Board of Directors: 

 

Board of Director fees (i) 96,000 96,000 

 

Transactions with Rampart International Corp..: 

 

Reimbursement of common area expenses (ii) 3,236 4,510 

 

Transactions with 718133 Ontario Inc.: 

 

Rental of office and warehouse space (iii) 314,203 314,203 
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Transactions with Branim Consulting Corp.: 

 

Purchase of consulting services (iv) 45,240 57,000 

 

Transactions with other parties: 

 

Legal fees and expenses (v) 23,294 28,887 

 

 

  As at Nov. 30, 2017  As at Nov. 30, 2016 

  $ $ 

Balances with related parties 

 

Amounts receivable from Rampart International Corp.  347 Nil 

Amounts due to Labarge Weinstein LLP  Nil Nil 

Amounts due to Branim Consulting Corp.  Nil Nil 

    

 

Balances with related parties are due upon demand and included with accounts payable and accrued liabilities. 

 

All related party transactions are measured based on the dollar value of the underlying invoices and/or lease contract. 

 

i. The Board of Directors instituted a Board of Directors fee of $24,000 per annum per board member commencing 

December 2, 2012 and is paid quarterly. 

 

ii. The Company invoices Rampart International Corp. for their pro-rata share of common area expense incurred in the 

building for which the Company pays the entire bill and recovers Ramparts portion. Rampart’s pro-rata share is 

determined by dividing their square footage by the total square footage of the premise occupied by Rampart and the 

Company. 

 

iii. The Company has a 5 year lease commitment with 718133 Ontario Ltd. which ends July 2019 for office and warehouse 

space. Each new lease  is based on commercially competitive rates as determined by the controller of the Company 

 

iv. The Company purchases financial consulting services from Branim Consulting Corp. and the Company’s Chief Financial 

Officer is a director of this company. Transactions with Branim Consulting Corp are measured based on a per diem rate 

of $800 which has been approved by the CEO. 

 

v. The Company retains a business law firm in Ottawa, Canada to provide legal services and advice. The Company’s 

secretary is a partner of this firm. Transactions with legal counsel are measured based on a fixed monthly retainer rate 

which was negotiated and approved by the CEO. Additional legal work and invoicing is approved the CEO prior to the 

work commencing. 

 

Critical Accounting Estimates 

 

The preparation of financial statements of the Company requires management to make estimates and assumptions that affect the reported 

amount of assets and liabilities, disclosures of contingent assets and liabilities at the date of the financial statements and the reported 

amounts of revenues and expenses during the reporting period.  Among other things, estimates are used in the accounting for allowances 

for bad debts, stock-based compensation, inventory obsolescence, product warranty, useful lives of assets and impairment of property 

and equipment.  The reported amounts and note disclosures are determined using management’s best estimates based on the assumptions 

that reflect the most probable set of economic conditions and planned course of action.  Actual results could differ from the estimates 

used in these financial statements and such differences could be material. 

 

Adoption of New Accounting Rules and Impact on Financial Results 

 

The Company did not adopt any new accounting policies this year. 
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Risk Factors 

 

The company is subject to a number of risks and uncertainties that could significantly affect the Company’s financial condition and 

future results of operations.  Risk management is an integral part of how the Company plans and monitors the business strategies and 

results and we have embedded risk management activities in the operational responsibilities of management, and made them an integral 

part of overall governance, organizational and accountability structure. The risks and uncertainties described herein are not the only 

ones the Company faces. Additional risks and uncertainties, including those that the Company does not know about now or that it 

currently deems immaterial, may also adversely affect the Company’s business. If any of the following risks actually occur, the 

Company’s business may be harmed and its financial condition and results of operations may suffer significantly. 

 

The Company’s quarterly revenues and operating results may fluctuate, which may harm its results of operations 

Some of the factors affecting the Company’s revenue and results, many of which are outside of its control, include:  

 

• competitive conditions in the Company’s industry, including new products, product announcements and incentive 

pricing offered by its competitors;  

• the Company’s ability to hire, train and retain sufficient technical, sales, and professional services staff; 

• the Company’s ability to maintain existing relationships with channel partners and customers and to create new 

relationships with potential channel partners and customers; 

• varying size, timing and contractual terms of orders for the Company’s products;  

• the nature of the Company’s customers' purchase and budget cycles and changes in their budgets for, and timing of, 

equipment and related purchases;  

• the length and variability of the sales cycles for the Company’s products;  

• order cancellations; 

• market acceptance of new and enhanced versions of the Company’s products;  

• strategic decisions by the Company or its competitors, such as acquisitions, divestitures, spin-offs, joint ventures, 

strategic investments or changes in business strategy;  

• general weakening of the economy resulting in a decrease in the overall demand for the Company’s products;  

• the geographical mix of the Company’s sales, together with fluctuations in foreign currency exchange rates; 

• changes in personnel and related costs;  

• changes in the Company’s pricing policies and the pricing policies of its competitors; and  

• timing of product development and new product initiatives.  

 

Because the Company’s quarterly revenue could be dependent upon a relatively small number of large customer deployments, even 

minor variations in the rate and timing of conversion of its sales prospects into revenue could cause the Company to plan or budget 

inaccurately, and those variations could adversely affect its financial results.  

 

Reliance on resellers 

 

The Company currently relies on resellers for a significant portion of its revenues. An adverse change in the Company’s relationship 

with any resellers could reduce the Company’s sales and harm its business and prospects. If the Company is unable to retain and expand 

its business with key resellers on favourable terms, or develop new relationships with resellers, then the business, financial condition 

and results of operations of the Company could be adversely affected.  

 

The Company’s business may be harmed if it does not continue to penetrate markets and continue to grow 

 

If the Company fails to further penetrate its core markets and existing geographic markets, or to successfully expand its business into 

new markets or through the right sales channels, the growth in sales of the Company’s products, along with its operating results, could 

be negatively impacted. Some of the Company’s competitors are larger and better capitalized and as a result, they may be better able to 

expand more quickly and through more sales channels. Some of the Company’s competitors provide end-to-end solutions. If the various 

core markets in which the Company's products are offered fail to grow, or grow more slowly than the Company currently anticipates, 

or if the Company is unable to establish new markets for its products, the Company's business, operating results and financial condition 

could be materially adversely affected.  

 

 

 



MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

 

8 

 

The Company’s success depends on its ability to develop new products and enhance its existing products 

 

The markets for the Company’s products are competitive and are characterized by rapidly changing technology, evolving industry 

standards and frequent new product introductions. To keep pace with the technological developments, satisfy increasingly sophisticated 

customer requirements and achieve market acceptance, the Company must enhance and improve existing products and it must continue 

to introduce new products. Currently, the Company’s products embody complex technology and are designed to be compatible with 

current and evolving industry standards. If the Company is unable to successfully develop new products or enhance and improve its 

existing products or if it fails to position and/or price its products to meet market demand, the Company’s business and operating results 

will be adversely affected. Accelerated product introductions and short product life cycles require high levels of expenditures for 

research and development that could adversely affect its operating results. Further, any new products the Company develops could 

require an investment of significant resources, long development and testing periods and may not be introduced in a timely manner or 

may not achieve the broad market acceptance necessary to generate significant revenue. The Company may determine that certain new 

products do not have sufficient potential to warrant the continued allocation of resources and may elect to terminate one or more new 

product candidates. If a new product is terminated in which the Company has invested significant resources, the Company’s prospects 

may suffer since resources were expended on a project that did not yield a return on the Company’s investment and it missed the chance 

to allocate such resources to potentially more productive uses and this may negatively impact the Company’s business, financial 

condition and operating results. In addition, as the Company develops new products, they may render some of its older products 

redundant or obsolete. As the Company discontinues the sale of these older products, it must manage the reseller commitments and 

customer expectations. If the Company is unable to properly manage the possible discontinuation of these older products, it could have 

a material adverse effect on its business, financial condition and results of operations. 

 

Failure to manage the Company’s growth successfully may adversely impact its operating results 

 

The growth of the Company’s operations places a strain on managerial, financial and human resources. The Company’s ability to 

manage future growth depends upon a number of factors, including its ability to rapidly:  

 

• build and train sales and marketing staff and resellers to create an expanding presence in the evolving marketplace for 

the Company’s products, and to keep staff and resellers informed regarding the technical features, issues and key selling 

points of its products;  

• attract and retain qualified technical personnel in order to continue to develop reliable and saleable products and 

services that respond to evolving customer needs;  

• expand its distribution channels to ensure that resellers across multiple industry and geographic segments will perceive 

the Company as a credible market participant and reliable supplier that will enable the profitable growth of their 

business;  

• develop customer support capacity as sales increase, so that the Company can deliver cost-effective scalable support 

services to support its sales efforts in a manner that does not divert resources from product development efforts; and  

• expand the Company’s internal management, financial and IT controls significantly, so that it can maintain control over 

its operations and provide support to other functional areas within the Company’s business as the number of personnel 

and size of its business increases.  

 

Any failure to manage the Company’s growth or achieve profitability could have a material adverse effect on its business, financial 

condition or results of operations.  

 

The Company may lose sales, or sales may be delayed, due to the long sales and implementation cycle for its products 

 

The Company’s customers typically invest substantial time, money and other resources researching their needs and available 

competitive alternatives before deciding to purchase the Company’s products. Generally, the larger the potential sale, the more time, 

money and other resources will be invested. As a result, it may take many months after the Company’s first contact with a customer 

before a sale can actually be completed. The Company may invest significant sales and other resources in a potential customer that may 

not generate revenue for a substantial period of time, if at all. The time required for implementation of the Company’s products varies 

among its customers and may last several months, depending on its customers’ needs, the resources they apply to a project and the 

products deployed. During these long sales and implementation cycles, events may occur that affect the size or timing of the order or 

even cause it to be cancelled. For example:  

 

• purchasing decisions may be postponed, or large purchases reduced, during periods of economic uncertainty;  

 

• the Company or its competitors may announce or introduce new products; or  
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• the customer's own budget and purchasing priorities may change.  

 

If these events were to occur, sales of the Company’s products may be cancelled or delayed, which would reduce its revenue.  

 

If the Company is required to change its pricing models to compete successfully, its margins and operating results may be 

adversely affected 

 

The highly competitive market in which the Company conducts its business may require the Company to reduce its prices. If the 

Company’s competitors offer discounts on certain products in an effort to recapture or gain market share of other products, the Company 

may be required to lower prices or offer other favourable terms to compete successfully. Any such change would likely reduce its 

margins and could adversely affect its operating results. Some of the Company’s competitors may bundle other products that compete 

with the Company for promotional purposes or as a long-term pricing strategy or provide guarantees of prices and product 

implementations. These practices could, over time, limit the prices that the Company can charge for its products. If the Company cannot 

offset price reductions with a corresponding increase in the number of sales or with lower spending, then the reduced revenue resulting 

from lower prices would adversely affect its margins and operating costs. 

 

The financial condition of third parties may adversely affect the Company 

 

The Company relies on third party suppliers to provide it with components and services necessary for the completion and delivery of 

its products. The Company also relies on third party resellers for significant portion of it sales and revenues.  In addition, the Company 

periodically outsources limited aspects of the development and testing of its products to third parties and a significant increase in the 

price of the services provided by these third parties, or delays in their deliveries, could have a material adverse effect on the Company’s 

business, financial condition and results of operations. In the event that any of the third parties with whom the Company has significant 

relationships, including its channel partners and third party suppliers, files a petition in or is assigned into bankruptcy or becomes 

insolvent, or makes an assignment for the benefit of creditors or makes any arrangements or otherwise becomes subject to any 

proceedings under bankruptcy or insolvency laws with a trustee, or a receiver is appointed in respect of a substantial portion of its 

property, or such third party liquidates or winds up its daily operations for any reason whatsoever, then the Company’s business, 

financial position and results of operations may be materially and adversely affected.  

 

The Company’s success depends in part on its ability to protect its rights in its intellectual property 

 

The Company relies on various intellectual property protections, including contractual provisions, patents, copyright, trade secrets, 

trademarks and know-how to preserve its intellectual property rights. Although it currently has patents and patent applications, some of 

the Company’s core technology is primarily protected by trade secrets and copyright. The Company typically enters into agreements 

with its employees, consultants, customers, channel partners and vendors in an effort to control ownership of its intellectual property 

and access to and distribution of its software, documentation and other proprietary information.  Although the Company believes that 

the steps it has taken are reasonable, the steps the Company takes may not prevent misappropriation of its intellectual property, and the 

agreements it enters into may not be enforceable. It may also be possible for third parties to obtain and use the Company’s intellectual 

property without its authorization. Policing unauthorized use of intellectual property is difficult, time-consuming and costly. Further, 

some foreign laws do not protect proprietary rights to the same extent as the laws of Canada or the United States. Additionally, the 

absence of internationally harmonized intellectual property laws makes it more difficult to ensure consistent protection of the 

Company’s proprietary rights. To protect its intellectual property, the Company may become involved in litigation, which could result 

in substantial expenses, divert the attention of management, cause significant delays, materially disrupt the conduct of its business or 

adversely affect its revenue, financial condition and results of operations.  

 

Intellectual property claims brought against the Company could be time consuming, costly to defend and disruptive to its business 

 

The Company cannot determine with certainty whether any existing third party patents or the issuance of any third party patent would 

require the Company to alter its technology, obtain licenses or cease certain activities. The Company may become subject to claims by 

third parties that its technology infringes their property rights due to the growth of software products in the Company’s target markets, 

the overlap in functionality of these products and the prevalence of software products. The Company may become subject to these 

claims either directly or through indemnities against these claims that it routinely provides to its customers. Litigation may be necessary 

to determine the scope, enforceability and validity of such third party proprietary rights or to establish the Company’s proprietary rights. 

Some of the Company’s competitors have substantially greater resources than it does, and those competitors may be able to sustain the 

costs of complex intellectual property litigation to a greater degree and for a longer period of time than the Company. Regardless of 

their merit, any such disputes could:  
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• be time consuming;  

 

• be expensive to defend;  

 

• divert management’s attention and focus away from the Company’s business;  

 

• subject the Company to significant liabilities; and  

 

• require the Company to enter into costly royalty or licensing agreements or to modify or stop using the infringing 

technology.  

 

Further, if the Company is found to have infringed any patents, trademarks or other intellectual property rights, a court could award 

significant damages and enjoin the Company from distributing its products that infringe the patents, trademarks or other intellectual 

property in jurisdictions in which such rights are affected. This could result in a material adverse effect on the Company’s business, 

results of operations and financial condition. 

 

Market Risk 

 

Market Risk is the risk that changes in market prices, such as foreign exchange rates and interest rates will affect the Company’s income. 

 

Foreign Currency Risk Related to Contracts 

 

The Company is exposed to foreign currency fluctuations on its cash balance, accounts receivable, accounts payable and future cash 

flows related to contracts denominated in a foreign currency.  Future cash flows will be realized over the life of the contracts. The 

Company does not use foreign currency forward contracts to minimize the short-term impact of currency fluctuations on foreign 

currency receivables and payables.  

 

A 10% strengthening (weakening) of the Canadian dollar against the US dollar at November 30, 2017 would have decreased (increased) 

net earnings by approximately $260,000 (2016 – $285,325). 

 

Credit Risk 

 

Credit Risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to meet its contractual 

obligations, and arises principally from the Company’s accounts receivable.  The Company’s exposure to credit risk with its customers 

is influenced mainly by the individual characteristics of each customer.  The Company’s customers, which receive credit terms, are 

made up both public Companies, and large private companies which we have established long term relationships with.  A significant 

portion of the Company’s accounts receivable is from its long-time customers.  Over the past five years the company has not suffered 

any significant credit related losses. 

 

The Company limits its exposure to credit risks for cash and marketable securities by dealing only with major Canadian financial 

institutions.  Management does not expect any of the institutions to fail to meet their obligations. 

 

Liquidity Risk 

 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.  The Company’s approach 

to manage liquidity risk is to ensure, as far as possible, that it will have sufficient liquidity to meet liabilities when due.  At November 

30, 2017 the Company has a cash balance of $3,465,578 (2016 – $6,041,775) and has a secured credit facility, subject to annual review.  

The credit facility permits the Company to borrow funds up to an aggregate of $750,000 in either Canadian or US currency.  The credit 

facility is secured by a general security agreement providing a first charge over all Company assets including accounts receivable, 

inventory, and equipment.  As at November 30, 2017 the Company had not borrowed on the credit facility. All of the Company’s 

financial liabilities have contractual maturities of less than 30 days. 

 

The Company’s share price will fluctuate 

 

The trading price of the Company’s common shares is subject to change and could in the future fluctuate significantly. The fluctuations 

could be in response to numerous factors beyond the Company’s control, including: quarterly variations in results of operations; 
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announcements of technological innovations or new products by the Company, its customers or competitors; changes in securities 

analysts’ recommendations; announcements of acquisitions; changes in earnings estimates made by independent analysts; general 

fluctuations in the stock market; or revenue and results of operations below the expectations of public market securities analysts or 

investors. Any of these could result in a sharp decline in the market price of the common shares.  In addition, stock markets have 

occasionally experienced extreme price and volume fluctuations. The market prices for high-technology companies have been 

particularly affected by these market fluctuations and such effects have often been unrelated to the opening performance of such 

companies. These broad market fluctuations may cause a decline in the market price of the common shares.  

 

The Company’s significant shareholders will have the ability to control certain corporate actions 

 

The Company’s significant shareholders may be in a position to exercise significant influence over all matters requiring shareholder 

approval, including the election of directors, determination of significant corporate actions, amendments to the Company’s articles and 

by-laws and the approval of any business combinations.  

 

Dividends 

 

The Company currently pays a quarterly dividend on its common shares. The Company’s dividend policy will be reviewed from time 

to time by the board of directors of the Company in the context of its earnings, financial condition and other relevant factors.   Depending 

on the results of that review, the Company may decide to cease paying dividends in the future or may lower the dividend rate.  If the 

Company does cease paying a dividend or lowers the dividend, its shareholders will not be able to receive a return on the Company’s 

common shares in the form of dividends at the historical rate or at all. 

 

  Summary of Outstanding Share Data 

  

As at November 30, 2017 the Company had 36,754,550 Common shares issued and outstanding (2016 – 36,534,550).   

 

As at March 21, 2018, the Company had 36,754,550 common shares issued and outstanding. 

 

During fiscal 2017 the Company issued 1,135,000 options to purchase common shares (2016 – 1,461,000) to employees and directors 

and recorded an expense and contributed surplus of $244,361 (2016 - $345,434). 

 

During fiscal 2017, 220,000 options were exercised and 220,000 shares were issued (2016 – 360,000 options were exercised and 360,000 

shares were issued). 

 

 Climate Change 

 

The Company does not perceive any risks; Physical, Regulatory, Reputational or Litigation, as a result of global climate changes. On 

the contrary, following the Katrina disaster and the devastating earthquake and tsunami in Japan, the Company experienced a surge in 

sales to accommodate the demand for communications in the stricken areas. The Company made the decision to increase inventory 

levels to enable it to be ready for the increased demand caused by climate changes. In addition to this, the Company is developing new 

products that will utilize solar energy to power the iNetVu Flyaway and Transportable antenna systems. 

 

Directors and Officers Compensation 

 

During the year ended November 30, 2017, C-COM’s officers and directors received the following compensation: 

 

  Salary & Board of  Contractor Stock Options 

  Bonus Director Fees Fees Granted 

Leslie Klein President, C.E.O. and Director $ 395,346 $  24,000 Nil 350,000 
Jim Fowles Chief Financial Officer Nil Nil $ 45,240 Nil 
Bilal Awada Chief Technology Officer $ 184,750 Nil Nil 150,000 
Shane McLean Corporate Secretary Nil Nil Nil 50,000 
Eli Fathi Director Nil $  24,000 Nil 50,000 
Ronald Leslie Director Nil $  24,000 Nil 50,000 
Arunas Slekys Director Nil $  24,000 Nil 50,000 
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For further information about our management compensation practices and policies please refer to the management information circular 

for our most recent annual meeting of shareholders which is available at www.sedar.com. 

 

Additional information relating to C-COM may be found at www.sedar.com. 

 

 

 

 

 

 

Outlook 

In 2017 we have started to see a turnaround in the economy and our financial results reflect this change with increased orders and the 

addition of new customers. The Oil and Gas industry has seen a rebound of the pricing for their services which was reflected in 

increased orders to C-COM for mobile satellite equipment products.  Some of the competitors who suffered during the lean years of 

2016 are no longer around, while others are looking for buyers to exit the market place. C-COM has seen a slow but steady rebound of 

new orders in 2017 from both existing and new customers. The Company’s key line of Comm-on-the-Pause (COTP) products, 

specifically, Oil & Gas, Military, Mobile Banking and Emergency Response verticals saw new demand.   

 

C-COM’s flagship iNetVu® mobile antenna line continues to gain worldwide acceptance and are operating reliably from the most 

Northern areas of Canada and Russia to the deserts of Australia and Saudi Arabia. C-COM continues to develop and innovate for 

emerging markets, both territorially and vertically. The Company is also pursuing longer-range R&D projects that will target 

significant consumer and enterprise markets which C-COM is presently not addressing.  

 

During 2017, C-COM saw an increase in the sale of the next generation antenna systems to integrator partners in North America, 

Europe, the Middle East, Australia and Africa. The Company has designed 17 different antenna systems to support HTS Ka-band 

services, with several further variations in various stages of design and production. C-COM is seeing strong demand for lightweight, 

transportable Ka-band Flyaway antennas specifically for satellite news gathering, military and disaster management.  

 

The Company also plans to release a new generation of highly efficient manual and automatic manpack terminals for rapid 

deployment in emergency response and military applications around the world. These small, one-case suitcase antennas are designed 

to be carried by a single person and assembled in about 8 minutes without the use of tools. Available in 80cm and 100 cm 

configurations, these carbon fiber units support Ku, Ka and X-band frequencies with a simple feed swap. The systems performed well 

during field testing and several units are currently on trial with prospective customers. Sales of the manpack antennas are expected to 

start generating incremental revenues for the Company in 2018.     

 

C-COM has entered into an agreement with ViaSat to jointly develop a low-cost, vehicle-based, Comm-on-the-Move (COTM) Ka-

band antenna system for the commercial market (iNmotion®). In 2018, the iNmotion® system is expected to be integrated to work 

with a number of Ka-band services around the world. This new COTM product is expected to make it possible for passenger and 

commercial vehicles, buses, trains, barges as well as stabilized oil platforms to receive and transmit at speeds of 20Mbps down and 

10Mbps up while in motion. C-COM intends to deliver this product through its international reseller network of 700+ 

resellers/integrators based in over 100 countries worldwide.   

 

The Company is also involved in extensive R&D of next generation antenna technologies in conjunction with the University of 

Waterloo. Several patent applications have already been filed. This project should provide C-COM with revolutionary, patentable Ka-

band antenna technology to be used with the growing number of HTS being launched in the next several years. This intelligent 

antenna technology is designed to be mass producible at a reasonable price and be compatible with 5G and other developing 

technologies which require low cost/high performance conformal solutions.  

 

C-COM is going to encounter significant competition on its development path. Ease of use, effective customer support, attractive 

pricing and mass production capabilities coupled with high reliability are mandatory product goals to be the market leader. To date, C-

COM maintains a strong technological and historical advantage over its COTP competition, as well as a price advantage over other 

established players in this market place. The Company has carved out a significant worldwide market presence for its niche products. 

 

If C-COM can maintain price, availability, technology leadership - and maintain strong profit margins – as we have for the past 13 

consecutive years, the Company is confident that it holds a distinct advantage over anyone presently in the market or considering 

entering it. This is due to the many years of software development, refined hardware design, advanced product development and an 

impressive global base of loyal customers.  

 

http://www.sedar.com/
http://www.sedar.com/
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In addition, C-COM has a compelling reputation for delivering highly reliable, cost effective and well supported products to the 

mobile VSAT customer base in time frames that are unmatched in the industry. If the Company can develop a strong COTM product 

line to complement the existing COTP family, C-COM will be the only mobile antenna company in the world having success in both 

markets. 

 

The foregoing outlook constitutes forward looking information.  Please refer to the information under the heading “Forward Looking 

Information” on this first page of this MD&A. 
 

 


