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GUESTLOGIX INC. 
 

MANAGEMENT’S DISCUSSION AND ANALYSIS  
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

 
FOR THE THREE-MONTH PERIOD ENDED AUGUST 31, 2007  

 
 The following is a discussion and analysis of the interim unaudited financial position, 
results of operations and cash flows of GuestLogix Inc. for the three-month period ended August 
31, 2007 and should be read in conjunction with the discussion and analysis of the financial 
position, results of operations and cash flows for the year ended November 30, 2006 along with 
the financial statements for such period and accompanying notes.  The effective date of 
management’s discussion and analysis (“MD&A”) is October 29, 2007.  The Company reports its 
financial results in Canadian dollars and under Canadian generally accepted accounting 
principles. References herein to “GuestLogix”, “the Company”, “we” and “our” mean 
GuestLogix Inc.   

FORWARD LOOKING STATEMENTS 

 
The information set forth in this MD&A contains statements concerning GuestLogix’ future 
results, future performance, intentions, objectives, plans and expectations that are, or may be 
deemed to be, forward-looking statements. These statements concerning possible or assumed 
future results of operations of GuestLogix are preceded by, followed by or include the words 
“believes,” “expects,” “anticipates,” “estimates,” intends,” “plans,” “forecasts,” or similar 
expressions. Forward-looking statements are not guarantees of future performance. These 
forward-looking statements are based on current expectations that involve numerous risks and 
uncertainties, including, but not limited to, those identified in the Risks Factors section of the 
filing statement the Company filed with regulatory authorities on July 24, 2007.  Assumptions 
relating to the foregoing involve judgments with respect to, among other things, future economic, 
competitive and market conditions and future business decisions, all of which are difficult or 
impossible to predict accurately and many of which are beyond GuestLogix’ control. Although 
GuestLogix believes that the assumptions underlying the forward-looking statements are 
reasonable, any of the assumptions could prove inaccurate. These factors should be considered 
carefully, and readers should not place undue reliance on forward-looking statements.  
GuestLogix has no intention and undertakes no obligation to update or revise any forward-
looking statements, whether as a result of new information, future events or otherwise. 

Overview  

Quarter Highlights and Summary 

• Revenue was $1,455,755 for the three months ended August 31, 2007, compared 
to $225,187 for the three months ended August 31, 2006; 

• Gross margin was $653,221 for the three months ended August 31, 2007, 
compared to $38,011 for the three months ended August 31, 2006; 

• Net loss was $1,178,091 for the three months ended August 31, 2007, compared 
to a net loss of $769,693 for the three months ended August 31, 2006; and 
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• GuestLogix’ cash and cash equivalents totaled $7,296,278 as at August 31, 2007.   

GuestLogix’ Business 

GuestLogix sells integrated transaction-based on-board retail solutions for the passenger travel 
industry.  Its products and services are designed to help customers build new and profitable 
revenue opportunities from their customers.  GuestLogix’ present customers and targeted 
customer base within the airline industry is worldwide.   
 
 Reverse Takeover 
 
On August 1, 2007 GuestLogix and its principal shareholders entered into a reverse takeover of 
Growthgen Equity II Inc. ("Growthgen") wherein all of the issued and outstanding shares of 
GuestLogix were sold, by way of share exchange, to Growthgen (the "RTO"). Holders of issued 
and outstanding common shares of GuestLogix received 3.94 shares of Growthgen for each 
GuestLogix share held. 
 
At the time of closing, GuestLogix had 7,242,109 shares outstanding which upon conversion into 
Growthgen shares resulted in a total of 28,533,910 shares being issued to previously existing 
GuestLogix shareholders.  Immediately following the amalgamation, subscription receipts which 
were issued in relation to a GuestLogix financing under which gross proceeds of $9,000,040 were 
raised in May 2007 were automatically exercised and the holders thereof received an aggregate of 
12,857,200 common shares.  In addition, the outstanding principal amount outstanding of 
$729,067 under 12% convertible debentures issued by GuestLogix between August 17, 2006 and 
October 2, 2006 was converted into 1,235,911 common shares, and an additional 79,194 common 
shares were issued in satisfaction of fees owed by GuestLogix to a service provider, for a total of 
42,706,215 common shares issued in the RTO.     
 
Upon completion of the RTO, there were 43,372,882 common shares outstanding of Growthgen, 
which was renamed GuestLogix Inc. 
 
The RTO has been accounted for in accordance with EIC-10 as a capital transaction resulting 
from the recapitalization of Growthgen. The consolidated balance sheet combines the assets and 
liabilities of Growthgen as an acquisition under the purchase method. The net assets acquired at 
fair value August 1, 2007 are as follows: 
 
Asset  

 Cash $100,046

Less: liabilities assumed            - 

Total consideration attributable to Growthgen $100,046

Represented by 1,666,667 Growthgen shares $100,046

 
Critical Accounting Policies and Estimates 

GuestLogix prepares its financial statements in accordance with Canadian Generally Accepted 
Accounting Principles (“Canadian GAAP”), which requires management to make certain 
estimates and apply judgments that affect reported amounts of assets, liabilities, revenues and 
expenses, and related disclosures of contingent assets and liabilities. GuestLogix’ bases its 
estimates and judgments on historical experience, current trends, and other factors that 
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management believes to be important at the time the financial statements are prepared. Actual 
results could differ from GuestLogix’ management estimates, and such differences could be 
material.  On an ongoing basis, management reviews GuestLogix’ accounting policies and how 
they are applied and disclosed in its financial statements. 

 Revenue Recognition   

GuestLogix recognizes revenue when persuasive evidence of an arrangement exists, delivery has 
occurred or services have been rendered, the sales price is fixed or determinable, and collectibility 
is reasonably assured. 

If GuestLogix is able to establish fair value for all elements of the arrangement, revenue is 
allocated and recognized on each element separately in accordance with the appropriate revenue 
recognition convention for a given unit of accounting.  However, if fair value cannot be 
established or if the delivered items do not have stand-alone value to the customer without 
additional services being provided, GuestLogix recognizes revenue on the contract as a whole 
based on the proportional-performance method.    

GuestLogix also sells hardware to certain customers under sales-type lease arrangements for 
terms typically ranging from two to four years.  The present value of all payments is recorded as 
sales and the related cost of the equipment is charged to cost of sales. The associated interest is 
recorded over the term of the lease using the effective interest method. Historically, due to the 
brief operating history of GuestLogix, fair value of all undelivered elements, such as transaction 
processing and maintenance services revenue has not been available.  Therefore, GuestLogix 
defers recognition of the revenue and cost of sales related to sales-type lease arrangements and 
recognizes revenue and cost of sales on a monthly basis when undelivered elements existing at 
the agreements outset, such as transaction and monthly services, are delivered and payments are 
due.  

Critical estimates made by GuestLogix include its assessment of the fair value of arrangements, 
including the fair value of the undelivered elements of the arrangement.  GuestLogix also makes 
estimates as to the probability of collecting the related accounts receivable balance on a customer-
by-customer basis.  As a result, the timing or amount of the revenue recognition may have been 
different if different assessments of the probability of collection had been made at the time that 
the transactions were recorded in revenue.  In cases where collectibility is not deemed probable, 
revenue is recognized when payments come due or upon the receipt of cash, depending on the 
circumstances and assuming all other criteria have been met.   

GuestLogix uses the residual method to recognize revenue on delivered elements when a license 
agreement includes one or more elements to be delivered at a future date if evidence of the fair 
value of all undelivered elements exists. If an undelivered element for the arrangement exists 
under the license arrangement, revenue related to the undelivered element is deferred based on 
the fair value of the undelivered element. Software licenses normally include the associated post 
contract customer support (“PCS”). GuestLogix has established fair value of the undelivered PCS 
element based on the contracted price for renewal PCS included in the original multiple element 
sales arrangement, as substantiated by contractual terms.  

GuestLogix is required to exercise judgment in determining the level of PCS, as well as what 
elements of an arrangement have actually been delivered.  If GuestLogix were to change any of 
these assumptions or judgments, it could cause a material increase or decrease in the amount of 
revenue recognized in a particular period.    
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GuestLogix also recognizes professional services revenues.  Where the arrangement is based on 
an hourly rate, the fair value of the professional services is recognized as the services are 
performed, based on the agreed hourly rate.  Revenue from a fixed price professional services 
contact is recognized on a proportional performance basis, which requires GuestLogix to make 
estimates and is subject to risk and uncertanties inherent in projecting future events.  A number of 
internal and external factors can influence estimates, including the nature of the services being 
performed, the complexity of the customer’s environment and the utilization and efficiency of 
GuestLogix’ professional services team.  Recognized revenues and profit are subject to revisions 
as the contract progresses to completion.  Revisions in profit estimates are charged to income in 
the period in which the facts that give rise to the revision become known.  If we do not have a 
sufficient basis to estimate the progress towards the completion, revenue is recognized when the 
project is complete or when we receive final acceptance from the customer.     

 Investment tax credits 

GuestLogix records the benefit of investment tax credits when the qualifying expenditures have 
been incurred and there is reasonable assurance to their collectibility, however, the claims are 
subject to review by the Canada Revenue Agency (“CRA”).  Based on GuestLogix’ history with 
its claims, it estimates the value of claims and reflects these amounts on its financial statements, 
which reflect the probability of CRA accepting its claims.  The amount of the claims actually 
accepted by CRA may be different than estimated, which could increase or decrease the amount 
of investment tax credits recognized in a particular period.    

 Income taxes 

The Company provides for income taxes under the asset and liability method.  Under the asset 
and liability method, future income tax assets and liabilities are recognized for the future tax 
consequences attributable to differences between the financial statement carrying amount of 
existing assets and liabilities and their respective tax bases.  Future tax assets and liabilities are 
measured using enacted or substantially enacted tax rates expected to apply to taxable income in 
the years in which those temporary differences are expected to be recovered or settled.  Future 
income tax assets, if any, are recognized only to the extent that, in the opinion of management, it 
is more likely than not that the assets will be realized.  GuestLogix’ effective tax rate may be 
affected by changes in, or interpretations of, tax laws in any given jurisdiction, the level of 
profitability, utilization of net operating losses, and tax credit carry forwards, changes in 
geographical mix of income and expense, and changes in management’s assessment of matters, 
such as the ability to realize future tax assets.    

  Fair value of debt instruments  

Certain debt instruments contain both a liability and an equity element, represented by a 
conversion option or purchase warrants issued in conjunction with such debt, and therefore, under 
Canadian generally accepted accounting principles these elements are split and classified 
separately as debt and equity.  The fair value of purchase warrants is determined based on the 
Black-Scholes option-pricing model. The fair value of the debt and the conversion option is 
determined using discounted cash flows.  Each reporting period GuestLogix is required to accrete 
the carrying value of the debt instruments such that at maturity the carrying value of the debt 
instruments will equal the face value of the debt at maturity.  GuestLogix is required to exercise 
judgment in determining the values attributed to the various debt and equity components of debt 
instruments, including judgments relating to the assumptions used in the Black-Scholes option 
pricing model, discount rate to be used to determine fair values, the probability of certain events 
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which could affect the duration or probability and timing of conversion or exercise of certain 
options, and the fair value of the underlying securities at the time of issuance of the debt 
instrument.  A number of these estimates are very subjective and the value of the resulting debt 
and equity components and accretion expense could vary significantly.   

Growth Strategy and Future Outlook  
 
GuestLogix' growth opportunity is due in large part to the following three converging factors: 

• The business model of the airline sector, in particular, has changed significantly since 
September 11, 2001, as the low-cost carriers have driven a significant and new emphasis on 
'ancillary revenues' which has led to a strong drive towards implementing profitable on-board 
retail programs. In addition, competition from airline low-cost carriers may lead the rail and 
ferry sectors to adopt the on-board retail model in order to increase revenues. 

• Mobile, hand-held device technology has matured to the point where industrial, ruggedized 
hand-held devices are now at a price point that can economically enable payment transactions 
to be captured in an 'on-board environment' and sent via wireless transmission for post-arrival 
clearing and settlement. 

• GuestLogix has continued to make investments in its core software and today offers a 
complete and fully ready solution for on-board retail. In addition, GuestLogix has a 
transaction-based or 'utility model' go-to-market strategy, which enables a recurring revenue 
stream via a transaction based fee for every on-board sales transaction without the need for 
the customer to make a capital intensive investment in hardware and software.  

In addition to the above factors, GuestLogix has established or is in the process of establishing 
distribution channels and key partnerships with some of the most significant players within the 
passenger travel industry. Management believes these channels and partnerships will enable 
GuestLogix to extend its reach to all geographies and to each of the three key sectors for on-board 
retail: airlines, rail and ferries.  In order to build channel partner relationships and reach end 
customers, GuestLogix attends trade shows, advertises in trade publications and speaks at 
industry events.  GuestLogix may also pursue selective acquisitions to further its growth.   
 
There are no assurances that the GuestLogix service will gain market acceptance, or that 
GuestLogix will achieve profitability, as the Company has not earned operating profits and may 
incur further significant operating losses. 
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Results of Operations 
  
The table below sets out the statement of operations for the three and nine months ended August 
31, 2007 and 2006: 
 Three months ended 

August 31, 
 Nine months ended 

August 31, 
 2007 2006  2007 2006 
 (unaudited) (unaudited)  (unaudited) (unaudited) 
Statement of Operations Data:      
Revenue $1,455,755 $225,187  $3,852,329 $499,617
Cost of sales 802,534 187,176  2,051,529 206,891
 653,221 38,011  1,800,800      292,726 
Expenses: 
Research and development  256,345 181,683 590,974 492,162
Sales and marketing  199,529 123,519 525,479 395,766
General and administrative 781,112 186,669 1,358,365 486,849
Depreciation 2,925 1,795 6,427 5,045
 1,239,911 493,666 2,481,245 1,379,822
Income (loss) before the undernoted (586,690) (455,655) (680,445)   (1,087,096) 
 
Other income/(expense) 6,665 (21,522) 22,209 (20,552)
Foreign exchange gain (loss)  (105,516) 38,647 (93,307) 42,227
Interest income  69,403 4,242 99,944 5,662
Interest expense (206,327) (84,244) (475,256) (121,448)
Interest accretion expense  (355,627) (251,162) (1,542,328) (280,200)
 (591,401) (314,038) (1,988,737) (374,310)
Net income (loss) $(1,178,091) $(769,693) $(2,669,182) $(1,461,406)
 
Supplementary Financial Data 
 
Loss per share $(0.04) $(0.03) $(0.09) $(0.05)
Weighted average number of   
   shares outstanding  33,595,349 27,668,752 29,658,704 27,418,637 
 
Balance Sheet Data: 
Cash and cash equivalents, 
   excluding restricted cash $7,296,278 $21,492 $7,296,278 $21,492
Working capital $4,036,207 $(2,646,712) $4,036,207 $(2,646,712)
Total assets $14,942,604 $6,043,221 $14,942,604 $6,043,221
Long-term liabilities, excluding 
   current portion $1,915,704  $1,671,752 $1,915,704  $1,671,752
Total shareholders' equity $6,999,398 $540,115 $6,999,398 $540,115
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Comparison of the three-month and nine -month periods ended August 31, 2007 and 2006 

 Revenue: 

For the three month periods ended August 31, 2007 and 2006, revenue was $1,455,755 and 
$225,187 respectively.  For the nine-month periods ended August 31, 2007 and 2006, revenue 
was $3,852,329 and $499,617 respectively.  GuestLogix completed deployment of a major 
contract in the period ended November 30, 2006 and revenue from that contract, in addition to 
four other contracts that started to be deployed in the nine-month period ending August, 2007 led 
to the significant increase in quarterly revenues.  Upon successful completion of the major 
contract in fiscal 2006, the Company increased its marketing efforts of its on-board-retail 
solution, which has led to the signing of additional contracts.    

   Cost of Sales: 

Cost of sales was $802,534 or 55.1% of revenue for the three months ended August 31, 2007 
compared to $187,716 in the three months ended August 31, 2006.  Cost of sales for the nine-
month periods ended August 31, 2007 and 2006 was $2,051,529 and $206,891 respectively.  Cost 
of sales in the three and nine months ended August 31, 2007 and 2006 consisted primarily of the 
cost of point-of-sale payment devices which GuestLogix deployed to a major customer in the 
second half of fiscal 2006.  The cost of these devices is being taken into cost of sales on the same 
basis as the revenue related to these contracts. 

Operating Expenses: 

 
Research and development expense in the three months ended August 31, 2007 increased 41.1% 
to $256,345 compared to $181,683 in the three months ended August 31, 2006.  Research and 
development costs for the nine -month periods ended August 31, 2007 and 2006 were $590,974 
and $492,162 respectively.  The increase in research and development costs is related to higher 
employee and employee related costs for new employees brought into the Company to do 
development work for projects related to existing and new GuestLogix customers.  Estimated tax 
credits relating to research and development in the three month periods ending August 31, 2007 
and 2006 were $41,667 and $40,000 respectively.  These amounts were deducted from research 
and development costs incurred in the related periods.  It should be noted that upon completion of 
the transaction with Growthgen, GuestLogix ceased to qualify as a CCPC, and all investment tax 
credits relating to qualifying research and development expenditures incurred from August 1, 
2007 onwards will be reduced and become non-refundable.  

Sales and marketing expense in the three months ended August 31, 2007, increased by 61.5% to 
$199,529 compared to $123,519 in the three months ended August 31, 2006.  Sales and 
marketing costs for the nine-month periods ended August 31, 2007 and 2006 were $525,479 and 
$395,766 respectively.  Sales and marketing costs consist primarily of personnel and related costs 
associated with the ongoing sales and marketing functions associated with securing and managing 
relationships with domestic and international customers.  Sales and marketing costs are up versus 
the prior periods in 2006 as the Company has increased its sales and marketing staff costs and 
related expenditures to pursue additional customers within and outside of North America, 
including attendance at trade shows and increased travel.  

General and administrative expenses, during the three months ended August 31, 2007, increased 
by 318.4% to $781,112, compared to $186,669 in the three months ended August 31, 2006. 
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General and administrative costs for the nine-month periods ended August 31, 2007 and 2006 
were $1,358,365 and $486,849 respectively.  Several factors contributed to the growth in general 
and administrative expenses, including costs related to additional personnel and related costs 
required to meet the growing company needs with respect to the ongoing operations and support 
of the GuestLogix service, fixed hosting costs, merchant implementation costs, project 
management and support functions for GuestLogix being a public company.  Stock based 
compensation costs increased to $150,543 for the three-month period ended August 31, 2007 
from $748 in the comparable period in 2006, primarily as a result of one-time warrant and option 
charges as a result of the Company completing the RTO.  Other costs included in general and 
administrative expenses are personnel and related costs associated with GuestLogix’ senior 
management, administrative, legal and finance functions, as well as professional fees and other 
general corporate expenses.   

During the three months ended August 31, 2007, depreciation increased to $2,925 from $1,795 in 
the three months ended August 31, 2006, as GuestLogix purchased furniture and fixtures in 
conjunction with its move to its new office space in 2007.   Depreciation costs for the nine-month 
periods ended August 31, 2007 and 2006 were $6,427 and $5,045 respectively.   

Interest and Other Income/Expense: 

 
Other income/(expense) is comprised primarily of reimbursable expenses related to non-core 
activities performed by GuestLogix for its customers.  During the three months ended August 31, 
2007 and 2006, other income was $6,665 and $(21,522) respectively.   Other income/(expense) 
for the nine-month periods ended August 31, 2007 and 2006 was $22,209 and $(20,552) 
respectively.   

GuestLogix is subject to currency risk through its sales in the United States and Europe.  
Unfavorable changes in the exchange rate may adversely affect the operating results, as was the 
case in the three-month period ended August 31, 2007, as the Canadian dollar strengthened 
against all other currencies which GuestLogix deals with.  GuestLogix does not currently use 
derivative instruments or foreign currency contracts to reduce its exposure to foreign currency 
risk. Foreign exchange gain/(loss) for the three months ended August 31, 2007 and 2006 was 
$(105,516) and $38,647 respectively.   Currency gains/(losses) for the nine-month periods ended 
August 31, 2007 and 2006 were $(93,907) and $42,227 respectively.   

Interest income is comprised primarily of interest earned from the investing of GuestLogix’ cash 
and restricted cash.  During the three months ended August 31, 2007, interest income increased to 
$69,403 compared to $4,242 in the same period in 2006.   Interest income for the nine-month 
periods ended August 31, 2007 and 2006 was $99,944 and $5,662 respectively.  The increase in 
interest income is due to GuestLogix having significantly higher cash balances upon which the 
Company earned interest after completion of the subscription receipts offering in May 2007 and 
higher restricted cash balances, on average, in 2007 compared to 2006, as funds were required to 
be held as security by the lender who financed the purchase of certain point-of-sale payment 
devices.   

Interest expense is comprised primarily of interest paid, accreted and accrued on various debt 
obligations of GuestLogix, and includes interest on capital leases, loans from shareholders and 
third parties.  During the three months ended August 31, 2007, interest expense was $206,327, 
compared to $84,244 in the comparable period in 2006.   Interest expense for the nine-month 
periods ended August 31, 2007 and 2006 was $475,256 and $121,448 respectively.  The increase 
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in interest expense in the three months ended August 31, 2007, compared to the same period in 
2006, is due to GuestLogix having interest bearing debt obligations outstanding, as various debt 
agreements were entered into in order to finance obligations associated with a major new 
customer.  Interest expense relating to convertible debentures which were converted effective 
April 13, 2007 was down for the period ended August 31, 2007, however, in the same period, the 
Company took a $105,900 charge to interest expense as a contingency for an increase in the 
amount owing under a note payable, pursuant to which the Company may incur up to U.S. 
$200,000 in additional liability in certain circumstances.   

Interest accretion expense is comprised of charges taken by GuestLogix to accrete the fair market 
value of certain convertible and debt obligations with equity participation features up to their face 
value up until their maturity date.  During the three months ended August 31, 2007, accretion 
expense increased to $355,627 from $251,162 in the comparable period in 2006, as GuestLogix 
entered into various debt agreements in August 2006.  Interest accretion expense for the nine-
month periods ended August 31, 2007 and 2006 was $1,542,328 and $280,200 respectively.    

The net loss for the three-month period ended August 31, 2007 increased 53.1% to $1,178,091 or 
$0.04 per share from $769,693 or $0.03 per share in the comparable period in 2006.  The net loss 
for the nine-month periods ended August 31, 2007 and 2006 was $2,669,182 and $1,461,406 
respectively, or $0.09 and $0.05 respectively.   

Liquidity and Financial Resources 

GuestLogix’ principle sources of liquidity are cash provided by the issuance of debt, equity and 
equity-related instruments.  As disclosed herein, on August 1, 2007, GuestLogix completed the 
amalgamation with Growthgen, thereby meeting the conditions for the release of $9,000,040 in 
proceeds from an equity financing to the Company.  Based on completion of that financing 
transaction, management expects to have sufficient working capital for the foreseeable future.      

As at August 31, 2007 and November 30, 2006, GuestLogix had cash totaling $7,296,278 and 
$207,072 respectively.     

In the three months ended August 31, 2007 and 2006, cash generated by operating activities was 
$493,877 and $1,816,078 respectively.  Cash generated by operating activities in the three months 
ended August 31, 2007 was primarily the result of the decrease in inventory from the prior period, 
increases in payables and accrued liabilities, and a decrease in prepaid expenses, which were 
offset partially by operating losses, and increases in accounts receivable. Cash used in operating 
activities in the nine-month periods ended August 31, 2007 and 2006 was $270,068 and $15,288 
respectively.  Cash used in operating activities during the nine-month periods ended August 31, 
2007 and 2006 was primarily the result of operating losses and increases in accounts receivable, 
which was offset partially by an increase in accounts payable and accrued charges.   

In the three months ended August 31, 2007 and 2006, cash provided by financing activities was 
$5,948,241 and $1,356,483 respectively.  Cash provided by financing activities in the nine-month 
periods ended August 31, 2007 and 2006 was $6,776,129 and $3,025,901 respectively. Cash 
provided by financing activities in the three and nine  month periods ended August 31, 2007 
resulted almost exclusively from the receipt of funds related to the $9,000,040 gross proceeds in 
the subscription receipt equity financing related to the Company’s going public transaction.  Cash 
provided by financing in the three and nine  month periods ended August 31, 2006 resulted from 
numerous sources, including loans from shareholders, the issuance of notes payable, convertible 
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debentures and debentures.  In the nine-month period ended August 31, 2006, there was also a 
significant cash contribution by way of an equity financing.   

In the three months ended August 31, 2007 and 2006, cash used in investing activities was 
$254,574 and $3,118,458 respectively.  In the nine months ended August 31, 2007 and 2006, cash 
generated by/(used in) investing activities was $342,788 and $(3,189,458) respectively.  Cash 
used in investing activities in the three months ended August 31, 2007 was primarily the result of 
the purchase of equipment for sales-type leases, which was partially offset by proceeds received 
on sales-type leases. Cash used in investing activities in the three and nine months ended August 
31, 2006 was related to the purchase of equipment for sales-type leases related to the deployment 
of a major customer contract.   

Summary of Contractual Obligations   
 
GuestLogix’ contractual obligations include debentures and notes payable, capital leases for 
point-of-sale payment devices, and operating leases for office premises and certain hardware.  
Total contractual obligations are as follows: 

 
Total 

Balance of 
2007 

2008 – 
2009 

2010 – 
2011 2012  After 2012

Long-term 
debt 

$ 
1,695,997 $ 170,005 $1,525,992 $             - $             - 

$- 

Lease 
obligations   
 Capital 
Leases 2,025,047 378,795 1,571,144 75,108 - 

-

 Operating 
Leases 975,345 57,566 356,860 337,227 167,769 

55,923

Total 
contractual 
obligations 4,696,389 606,366 3,453,996 412,335 167,769 

 
55,923

 
Management is of the opinion that its future cash flows and the proceeds from its recently 
completed financing, in conjunction with available lines of credit, provides GuestLogix with 
sufficient resources to finance its ongoing business requirements and its planned capital 
expenditure program for the foreseeable future. Additional details concerning financing are set 
out in the notes to the GuestLogix financial statements. 

Capital Resources 

 
GuestLogix does not expect to make significant capital expenditures in the near future, however 
GuestLogix does intend to enter into capital leases on an ongoing basis to finance the acquisition 
of point-of-sale payment devices for customer deployment.  GuestLogix has invested in and 
developed an information systems infrastructure that will scale to meet the majority of its 
anticipated market requirements.  
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Off Balance Sheet Arrangements  

 
Other than as disclosed in the table under Contractual Obligations above, GuestLogix did not 
enter into any off-balance sheet arrangements during the three months ended August 31, 2007.  

Proposed Transactions  

GuestLogix does not have any proposed transactions to discuss at this time.  

 

Transactions with Related Parties  

Transactions between the Company and its shareholders and other related parties are in the 
normal course of operations and are measured at the exchange amount which is the amount of 
consideration established and agreed to by the related parties. 

The Company's president and vice-president are compensated through management service 
agreements.  These agreements entitle these individuals to a fixed monthly payment and 
reimbursement of reasonable out-of-pocket expenses.  During the three and nine month periods 
ended August 31, 2007, the Company incurred costs of $71,550 and $206,550, respectively, 
(2006 - $72,290 and $198,390) relating to these agreements, which are included in general and 
administrative expenses.  As at August 31, 2007, a total of $187,135 (2006 - $99,089) is unpaid 
and is included in accounts payable and accrued liabilities.   

During 2006, five shareholders loaned a total of $1,398,283 (including U.S. $400,000) to the 
Company (note 6).  Interest paid or payable on these loans during the three and nine months 
ended August 31, 2007 totalled $33,601 and $100,219 respectively (2006 - $33,601 and $39,573). 
In addition to the above, at August 31, 2007, the Company was indebted to two individuals who 
are related to officers of the Company, for a principal amount of $200,000 under convertible 
debentures (note 8(a)).  Interest paid or payable to these individuals during the three and nine 
months ended August 31, 2007 is $7,061 and $21,061 respectively (2006 - $7,061 and $8,365), of 
which $25,199 is unpaid at August 31, 2007 (2006 - $8,304). 
 

Segmented Information and Economic Dependence  

The Company manages its operations in one business segment, which is providing proprietary 
transaction-based on-board retail software solutions for the passenger travel industry.  All 
significant property and equipment are located in Canada.  During the three and nine months 
ended August 31, 2007, $1,034,819 and $3,169,280 of the Company's revenue respectively (2006 
- $190,075 and $367,032) was derived from North America, while the remainder of $420,936 and 
$683,049 respectively (2006 - $35,112 and $82,585) was derived from Europe.   
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During the three and nine months ended August 31, 2007, three customers accounted for over 
80% of the total revenue (2006 - three for over 90%). 
 

Share Capital  

As at August 31, 2007, GuestLogix had issued and outstanding 43,372,882 common shares. 

 

Disclosure Controls and Procedures and Internal Controls Over Financial Reporting  

The Company’s management, including the President and Chief Executive Officer and the Chief 
Financial Officer, has reviewed and evaluated the effectiveness of the Company’s disclosure 
controls and procedures (as defined in Multilateral Instrument 52-109 of the Canadian Securities 
Administrators) as of August 31, 2007.  Management has concluded that, as of August 31, 2007, 
the disclosure controls and procedures were effective to provide reasonable assurance that 
material information relating to the Company would be known to them, particularly during the 
period in which this report was being prepared.   

Management has designed internal controls over financial reporting to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with Canadian GAAP.   

There have been no changes in the Company’s internal controls over financial reporting over the 
three-month period ending August 31, 2007 that have materially affected, or are reasonably likely 
to materially affect, the Company’s controls over financial reporting.   

Financial Instruments and Other Instruments  

 
Financial instruments of GuestLogix consist of cash and cash equivalents, restricted cash, 
receivables, investment tax credit receivable, accounts payable and accrued liabilities, capital 
lease obligations, notes payable, convertible debentures and loans from shareholders.  There are 
no significant differences between the carrying amounts of the items reported on the balance 
sheet and their estimated fair values.   

GuestLogix may undertake sales and purchase transactions in foreign currencies, and therefore it 
is subject to gains or losses due to fluctuations in foreign currencies. GuestLogix does not use 
derivative instruments to minimize its exposure to foreign currency risks. 

GuestLogix is exposed to market risks relating to: 

Foreign Exchange 

GuestLogix is exposed to foreign exchange risk as a result of transactions in currencies other than 
its functional currency of the Canadian Dollar. The majority of GuestLogix’ revenues starting in 
the three month period ending September 30, 2006 are transacted in U.S. Dollars and Euros.  
Purchases of equipment required to deliver on GuestLogix’ contracts are primarily transacted in 
U.S. Dollars.  Other expenses, consisting of the majority of salaries and certain operating costs, 
are incurred primarily in Canadian Dollars.  
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GuestLogix does not use derivative instruments to hedge against foreign exchange risk. 

Interest Rate 

Restricted cash is invested in certain instruments of varying maturities. Consequently, 
GuestLogix is exposed to interest rate risk as a result of holding investments of varying 
maturities. The fair value of investments, as well as the investment income derived from the 
investment portfolio, will fluctuate with changes in prevailing interest rates. GuestLogix does not 
use interest rate derivative financial instruments in its investment portfolio. 

Credit and Customer Concentration 

GuestLogix is currently dependant on a limited number of key customers in Europe and the 
Americas.  As GuestLogix expands its offering and increases distribution of its products, 
management anticipates the dependency on these customers to decrease. 

 

Changes in Accounting Policies  
 

(i) Financial Instruments 

On December 1, 2006, GuestLogix adopted CICA Handbook Sections 1530 “Comprehensive 
Income”, Section 3251 “Equity”, Section 3855 “Financial Instruments _ Recognition and 
Measurement”, Section 3861 “Financial Instruments – Disclosure and Presentation” and Section 
3865, “Hedges”, Section 1530 established standards for reporting and presenting comprehensive 
income, which is the change in equity from transactions and other events from non-owner 
sources. Other comprehensive income refers to items recognized in comprehensive income that 
are excluded from net income calculated in accordance with generally accepted accounting 
principles. 

Section 3861 establishes standards for presentation of financial instruments and non-financial 
derivatives, and identifies the information that should be disclosed about them.  Section 3865 
describes when and how hedge accounting can be applied as well as the disclosure requirements.  
Hedge accounting enables the recording of gains, losses, revenues and expenses from derivative 
financial instruments in the same period as for those related to the hedged item. 

Under Section 3855, financial instruments must be classified into one of these five categories:  
held-for-trading, held to-maturity, loans and receivables, available-for-sale financial assets and 
other financial liabilities. All derivative instruments, including those that are embedded in, but not 
closely related to, another contract must be classified as held for trading.  All financial 
instruments, including derivatives, are measured at fair value except for loans and receivables, 
held-to-maturity investments and other financial liabilities which are measured at amortized cost.  
Subsequent measurement and changes in fair value will depend on their initial classification, as 
follows:  held-for-trading financial assets are measured at fair value and changed in fair value are 
recognized in net earnings; available-for-sale financial instruments are measured at fair value 
with changes in fair value recorded in other comprehensive income until the investment is 
derecognized or impaired at which time the amounts would be recorded in net earnings.   

Under the adoption of these new standards, the Company designated restricted cash as held-for-
trading, which is measured at fair value.  Accounts receivable, net finance receivable are 
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classified as loans and receivables, which are measured at amortized cost.  Accounts payable and 
accrued liabilities, obligation under capital lease, notes payable, convertible loans from 
shareholders, and convertible debentures are classified as other financial liabilities, which are 
measured at amortized cost.   

The adoption of these standards resulted in the decrease of $507,814 in the fair value of various 
convertible debt instruments on December 1, 2006 and a corresponding decrease in the deficit of 
the Company.  This decrease in the fair value of the convertible debt will result in increased 
accretion charges in future periods (including $355,627 and $1,542,328 for the three and nine-
month periods ended August 31, 2007) so that the fair value of the debt equals the face value of 
the debt at maturity.  
 

(ii)  Non-monetary transactions 

Effective January 1, 2006, GuestLogix adopted CICA Handbook Section 3831, Non-monetary 
Transactions. This standard requires all non-monetary transactions to be measured at fair value 
unless they meet one of four very specific criteria. Commercial substance replaces culmination of 
the earnings process as the test for fair value measurement. A transaction has commercial 
substance if it causes an identifiable and measurable change in the economic circumstances of the 
entity. Commercial substance is a function of the cash flows expected by the reporting entity.  
The adoption of this standard did not have a material impact on GuestLogix’ financial position 
and results of operations. 

(iii)  Conditional Asset Retirement Obligations 

Effective December 1, 2005, GuestLogix adopted the Emerging Issues Committee Abstract 159 
“Conditional Asset Retirement Obligations” (“EIC-159”). A conditional asset retirement 
obligation is an obligation associated with the retirement of a long-lived asset where the timing 
and/or method of settlement are conditional on a future event. To address the issue of when to 
recognize such an obligation, the Committee reached a consensus that a liability be recognized at 
fair value when the fair value of the obligation can be reasonably estimated. Should the fair value 
of the obligation not be reasonably estimable, this fact and its reason(s) are to be disclosed. The 
adoption of this standard did not have any impact on the Company’s financial statements. 

(iv) Stock-based compensation for employees eligible to retire before the vesting date 

Emerging Issues Abstract 162, Stock-based Compensation for Employees Eligible to Retire 
Before the Vesting Date (“EIC-162”), addresses how compensation cost should be accounted for 
in the case of stock-based award that contains provisions that allow for the option to continue 
vesting in accordance with the stated vesting term after the employee has retired from the entity 
when the grantee is an employee who is eligible to retire during the vesting period.  EIC 162 
requires the reporting enterprise to consider the substantive vesting period rather than the state 
vesting terms.  The abstract is to be retroactively applied, with restatement of prior periods, to all 
stock-based compensation awards accounted for in accordance with CICA Handbook Section 
3780 in financial statements issued for interim and annual periods on or after December 31, 2006.  
The adoption of this standard on December 1, 2006 did not have an impact on the financial 
statements. 
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Recently Issued Accounting Pronouncements Not Yet Adopted  

 
1. In July 2006, CICA revised Handbook Section 1506, Accounting Changes, which require 
that voluntary changes in accounting policy are made only if they result in the financial 
statements providing more reliable and more relevant information and that material prior period 
errors are corrected retrospectively.  The Section applies to annual fiscal periods commencing on 
or after January 1, 2007.  The adoption of this standard is not expected to have a material impact 
on the consolidated financial statements.  

2.   The CICA issued Handbook Section 1535, Capital Disclosures, which provides standards 
for disclosures regarding the company’s capital and how it is managed.  Enhanced disclosure with 
respect to the objective, policies and processes for managing capital and quantitative disclosures 
about what a company regards as capital are required.  These recommendations are effective for 
fiscal years beginning on or after October 1, 2007, and therefore, GuestLogix will be required to 
implement these standards on December 1, 2007.  GuestLogix is evaluating the impact of this 
standard on the consolidated financial statements. 

Variable Interest Entities  

In October 2005, EIC-157 “Implicit Variable Interests under AcG-15” was issued which clarifies 
that a reporting enterprise should consider whether it holds an implicit variable interest in a VIE 
or potential VIE. The Committee also reached a consensus that the determination of whether an 
implicit variable interest exists should be based on whether the reporting enterprise may absorb 
variability of the VIE or potential VIE. This EIC is effective for fiscal years beginning on or after 
January 1, 2006. GuestLogix does not have any VIEs and therefore this standard is not applicable 
to GuestLogix.  

Conditional Asset Retirement Obligations 

In December 2005, the EIC released abstract EIC-159, “Conditional Asset Retirement 
Obligations”. A conditional asset retirement obligation is an obligation associated with the 
retirement of a long-lived asset where the timing and/or method of settlement are conditional on a 
future event. To address the issue of when to recognize such an obligation, the Committee 
reached a consensus that a liability be recognized at fair value when the fair value of the 
obligation can be reasonably estimated. Should the fair value of the obligation not be reasonably 
estimable, this fact and its reason(s) are to be disclosed. This EIC is effective for fiscal years 
beginning on or after January 1, 2006. GuestLogix does not anticipate this EIC to have any 
impact on its results or financial position. 

Risks and Uncertainties  
The Company operates in a dynamic, rapidly changing environment that involves risks and 
uncertainties.  An investment in GuestLogix common shares is speculative and involves a high 
degree of risk and uncertainty.  Such risks relate to and include, without limitation: its ability to 
predict whether it will meet internal or external expectations, its ability to offer competitive 
pricing for its products, its ability to maintain its current relationships and develop new strategic 
relationships, its ability to attract and retain qualified employees, its internal controls, its ability to 
develop new technology, the Company's limited operating history and evolving business model. 

A fuller description of these and other risks and uncertainties that you should carefully consider 
are detailed in our filing statement filed on July 24, 2007 with the Canadian securities regulatory 
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authorities.  Additional risks and uncertainties not presently known to us or that we currently 
deem immaterial may also impair our business operations.  If any of the risks as described in our 
filings occur, our business, financial condition, liquidity or results of operations could be 
materially harmed. 

 

Additional Information 

Additional information related to the Company can be found on SEDAR at 
www.sedar.com. 


