



























































Consolidated Statements of Financial Position
December 31, 2015 and March 31, 2015

(in thousands of Canadian dollars) December 31, March 31,
(Unaudited) 2015 2015
(recasted, see note 4)
Assets
Current assets
Cash and cash equivalents $ 2,453 $ 1,314
Trade and other receivables 26,241 17,494
Research and development tax credits 18 334
Inventories 1,123 972
Prepaid expenses and other current assets 3,311 2,667
33,146 22,781
Non-current assets
Property and equipment (note 5) 4,315 4,330
Intangible assets (note 5) 46,436 45,441
Goodwill (note 5) 65,594 42,354
Investments 18,056 7,933
Investment in joint venture 885 858
Other assets 1,213 919
Deferred tax assets 5,170 3,875
Total assets $ 174,815 $ 128,491
Liabilities and Equity
Current liabilities
Revolving facility (note 6) $ - $ 7,902
Accounts payable and accrued liabilities 22,007 16,923
Deferred revenues 880 714
Current portion of other payables (note 7) 9,553 8,463
Income taxes payable 1,859 213
Bridge loan (note 6) - 20,000
Current portion of term loan (note 6) - 9,830
34,299 64,045
Non-current liabilities
Revolving facility (note 6) 36,594 -
Term loan (note 6) - 71,005
Derivative financial instruments - 110
Other payables (note 7) 7,782 4,434
Deferred tax liabilities 6,727 6,739
Total liabilities 85,402 146,333
Shareholders’ equity
Share capital (note 8) 101,407 2,240
Contributed surplus 2,262 1,759
Deficit (14,256) (21,841)
Total equity 89,413 (17,842)
Subsequent event (note 16)
Total liabilities and equity $ 174,815 $ 128,491

The accompanying notes are an integral part of these condensed interim consolidated financial statements.

Approved by the Board of Directors,
(Signed) Eric Boyko, Director (Signed) L. Jacques Ménard, Director
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Consolidated Statements of Comprehensive Income
Three-month and nine-month periods ended December 31, 2015 and 2014

(In thousands of Canadian dollars, except per share amounts) Three-month period ended Nine-month period ended
(Unaudited) December 31, December 31, December 31, December 31,
2015 2014 2015 2014

Revenues $ 23,089 $ 18,529 % 64,286 $ 51,341
Music programming, cost of services and content 7,652 6,234 22,189 16,182
Selling and marketing 2,899 1,906 7,213 5,759
Research and development, support and

information technology 1,940 1,527 5,359 4,381
General and administrative 3,913 2,448 9,290 7,808
Initial public offering expenses and CRTC tangible

benefits (notes 7 and 8) - - 5,800 -
Depreciation, amortization and write-off 4,052 4,169 11,810 10,729
Net finance expenses (note 11) (810) 1,310 (1,254) 3,744
Change in fair value of investments (646) (450) (8,458) (1,350)
Income before income taxes 4,089 1,385 12,337 4,088
Income taxes 920 (114) 1,703 (596)
Net income and comprehensive income $ 3,169 % 1,499  $ 10,634  $ 4,684
Net income per share — Basic 0.06 0.04 0.23 0.14
Net income per share — Diluted 0.06 0.04 0.23 0.13
Weighted average number of shares — Basic 50,831,305 33,689,421 46,813,797 33,530,769
Weighted average number of shares — Diluted 51,205,702 34,432,167 47,260,524 34,346,144

Net income is entirely attributable to Shareholders.

The accompanying notes are an integral part of these condensed interim consolidated financial statements.
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Consolidated Statements of Changes in Equity

Nine-month periods ended December 31, 2015 and 2014

(in thousands of Canadian dollars, except number of share capital)

(Unaudited) Share Capital Total
Contributed shareholders’
Number Amount surplus Deficit equity
Balance at March 31, 2014 32,670,254 $ 1,006 $ 2,500 $ (8,721) $ (5,215)
Insurance of shares upon exercise of options 1,019,167 1,266 (1,118) — 148
Share-based compensation - - 424 - 424
Net income and comprehensive income — — — 4,684 4,684
Balance at December 31, 2014 33,689,421 $ 2,272 $ 1,806 $ (4,037) $ 41
Balance at March 31, 2015 33,981,088 $ 2,240 $ 1,759 $ (21,841) $ (17,842)
Issuance of shares upon exercise of options 243,334 636 (458) - 178
Dividends - - - (3,049) (3,049)
Issuance of subordinate voting shares and
variable subordinate voting shares (note 8) 16,647,100 104,044 — — 104,044
Share issuance costs — net of income taxes of
$1,993 (note 8) - (5,513) - - (5,513)
Share-based compensation - - 961 - 961
Net income and comprehensive income — - - 10,634 10,634
Balance at December 31, 2015 50,871,522 $ 101,407 $ 2,262 $ (14,256) $ 89,413
The accompanying notes are an integral part of these condensed interim consolidated financial statements.
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Consolidated Statements of Cash Flows
Three-month and nine-month periods ended December 31, 2015 and 2014

(in thousands of Canadian dollars)

Three-month period ended

Nine-month period ended

(Unaudited) December 31, December 31, December 31, December 31,
2015 2014 2015 2014
Operating activities:
Net income $ 3169 $ 1499 $ 10,634 $ 4,684
Adjustments for:
Share-based compensation 369 112 961 424
Restricted share unit expense 137 - 435 -
Deferred share unit expense 90 - 209 -
Depreciation of property and equipment 609 586 1,552 1,528
Amortization of intangible assets and write-off 3,443 3,583 10,258 9,201
Amortization and write-off of financing fees 24 11 238 357
Other interest expense 166 1,014 1,384 2,939
Change in fair value of derivative 3) (44) (110) (118)
Change in fair value of investments (646) (450) (8,458) (1,350)
Change in fair value of contingent considerations (1,090) (33) (2,172) 236
Write-off of other assets - (200) - (200)
Accretion expense of CRTC tangible benefits 75 - 172 -
Share of results of joint venture (19) 71 (27) 71
Income taxes expense 920 (114) 1,703 (596)
Interest paid (153) (985) (1,628) (2,852)
Income taxes paid (859) (660) (1,598) (1,899)
6,232 4,390 13,553 12,425
Net change in non-cash operating items (note 12) 17) 976 (2,294) (3,854)
6,215 5,366 11,259 8,571
Financing Activities:
Increase (decrease) in the revolving facility 17,392 1,958 28,692 (1,240)
Issuance of term loan — — - 20,000
Repayment of term loan and bridge loan - (2,184) (100,960) (4,367)
Payment of dividend (note 8) (1,526) - (3,049) -
Proceeds from the exercise of stock options 79 1 178 148
Issuance of shares - - 104,044 -
Share capital issuance costs - - (7,096) -
Deferred financing costs - - (431) (132)
Repayment of other payables (3,913) - (4,029) (1,154)
Other (40) - (75) -
11,992 (225) 17,274 13,255
Investing Activities:
Business and assets acquisitions, net of cash
acquired (note 4) (15,180) (2,978) (23,400) (19,067)
Acquisition of investments (note 13) (1,334) - (1,665) -
Acquisition of property and equipment (482) (917) (1,352) (1,526)
Acquisition of intangible assets (235) (39) (977) (385)
(17,231) (3,934) (27,394) (20,978)
Increase in cash and cash equivalents 976 1,207 1,139 848
Cash and cash equivalents (bank overdraft), beginning
of period 1,477 (704) 1,314 (345)
Cash and cash equivalents, end of period $ 2453 % 503 $ 2,453  $ 503
The accompanying notes are an integral part of these condensed interim consolidated financial statements.
Third Quarter Report 2016 | Stingray Digital Group Inc. | Condensed Interim Consolidated Financial Statements

24



Notes to Interim Consolidated Financial Statements

Three-month and nine-month periods ended December 31, 2015 and 2014

(Unaudited)
(in thousands of Canadian dollars, unless otherwise stated)

1. Business description:

Stingray Digital Group Inc. (the "Corporation”) is incorporated under the Canada Business Corporations Act. The
Corporation is domiciled in Canada and its registered office is located at 730 Wellington, Montréal, Québec, H3C 1T4.
The Corporation is a provider of multi-platform music services. It broadcasts high quality music and video content on a
number of platforms including digital TV, satellite TV, IPTV, the Internet, mobile devices and game consoles.

These interim consolidated financial statements include the accounts of the Corporation and its wholly-owned
subsidiaries, Stingray Music USA Inc., Stingray Music Rights Management LLC, 2144286 Ontario Inc., Pay Audio
Limited Partnership, Stingray Business Inc., Music Choice Europe Limited, Stage One Innovations Ltd., Stingray Digital
International Ltd., Music Choice India Private Ltd., Music Choice Europe Deutschland GmbH, Xtra Music Ltd., 2Connect
Media BV, Alexander Medien Gruppe BV, Les Réseaux Urbains Viva Inc, Brava HDTV B.V., Brava NL B.V., DJazz
B.V., Transmedia Communications SA and Digital Music Distribution Pty Ltd.

2. Basis of preparation:
(a) Statement of compliance:

These interim consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”) on a basis consistent with those accounting policies followed by the Corporation in
the most recent audited consolidated annual financial statements. These interim consolidated financial statements
have been prepared on a condensed form in accordance with IAS 34 “Interim Financial Reporting”. Accordingly,
certain information, in particular the accompanying notes, normally included in the consolidated annual financial
statements prepared in accordance with IFRS, has been omitted or condensed. Income taxes in the interim periods
are accrued using the tax rate that would be applicable to expected total annual profit or loss. These interim
consolidated financial statements should be read in conjunction with the consolidated annual financial statements
and the note thereto for the year ended March 31, 2015 included in the prospectus dated May 26, 2015.

The auditors of the Corporation have not performed a review of the interim consolidated financial statements for the
three-month and nine-month periods ended December 31, 2015 and 2014.

The interim consolidated financial statements were authorized for issue by the Board of Directors on February 3,
2016.

(b) Use of estimates and judgements:

The preparation of consolidated financial statements in conformity with IFRS requires management to make
judgements, estimates and assumptions that affect the application of accounting policies and the reported amounts
of assets, liabilities, income and expenses. Actual results may differ from these estimates.

In preparing these interim consolidated financial statements, the significant judgements made by management in
applying the Corporation’s accounting policies and the key sources of information were the same as the ones
applied to the audited consolidated financial statements for the year ended March 31, 2015.

(c) Functional and presentation currency:

These interim consolidated financial statements are presented in Canadian dollars, which is the Corporation’s
functional currency. All financial information presented in Canadian dollars has been rounded to the nearest
thousand.
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Notes to Interim Consolidated Financial Statements

Three-month and nine-month periods ended December 31, 2015 and 2014

(Unaudited)
(in thousands of Canadian dollars, unless otherwise stated)

3.

New and amended standards not yet adopted by the Corporation:
IFRS 9 - Financial instruments

In July 2014, the International Accounting Standards Board (“IASB”) released the final version of IFRS 9 - Financial
Instruments (IFRS 2014). IFRS 9 (2014) presents a few differences with IFRS 9 (2009) and IFRS (2010), early adopted
by the Corporation on April 1, 2012, with respect to the classification and measurement of financial assets and
accounting of financial liabilities. IFRS 9 (2014) also includes a new expected credit loss model for calculating
impairment on financial assets, and a new general hedge accounting requirements. The standard is effective for annual
periods beginning on or after January 1, 2018, with earlier application permitted. The Corporation does not intend to
early adopt IFRS 9 (2014). The Corporation is currently evaluating the impact of the standard on its consolidated
financial statements.

IFRS 15 - Revenue recognition

In May 2014, the IASB issued IFRS 15 - Revenue from Contracts with Customers. IFRS 15 replaces all previous
revenue recognition standards, including IAS 18 - Revenue, and related interpretations such as IFRIC 13 - Customer
Loyalty Programs. The standard sets out the requirements for recognizing revenue. Specifically, the new standard
introduces a comprehensive framework with the general principle being that an entity recognizes revenue to depict the
transfer of promised goods and services in an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services. The standard introduces more prescriptive guidance than was
included in previous standards and may result in changes in classification and disclosure in addition to changes in the
timing of recognition for certain types of revenues. The new standard is effective for annual periods beginning on or
after January 1, 2018 with early adoption permitted. The Corporation is currently evaluating the impact that this
standard will have on its consolidated financial statements. The Corporation does not intend to early adopt the
standard.

IAS 1 - Presentation of financial statements

On December 18, 2014, the IASB issued amendments to IAS 1 - Presentation of financial statements as part of its
major initiative to improve presentation and disclosure in financial reports. These amendments will not require any
significant change to current practice, but should facilitate improved financial statement disclosures. The Corporation
intends to adopt these amendments in its financial statements for the annual period beginning on January 1, 2016. The
Corporation does not expect the amendments to have a material impact on the financial statements.

IAS 16 — Property, Plant and Equipment and IAS 38 — Intangible assets

On May 12, 2014 the IASB issued amendments to IAS 16 - Property, Plant and Equipment and IAS 38 - Intangible
Assets. The amendments made to IAS 16 explicitly state that revenue-based methods of depreciation cannot be used
for property, plant and equipment. This is because such methods reflect factors other than the consumption of
economic benefits embodied in the asset. The amendments in IAS 38 introduce a rebuttable presumption that the use
of revenue-based amortization methods for intangible assets is inappropriate. This presumption could be overcome
only when revenue and consumption of the economic benefits of the intangible asset are highly correlated or when the
intangible asset is expressed as a measure of revenue. The amendments apply prospectively for annual periods
beginning on or after January 1, 2016 with early adoption permitted. The Corporation intends to adopt the amendments
to IAS 16 and IAS 38 in its financial statements for the annual period beginning on January 1, 2016. The Corporation
does not expect the amendments to have a material impact on the financial statements.
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Notes to Interim Consolidated Financial Statements

Three-month and nine-month periods ended December 31, 2015 and 2014

(Unaudited)
(in thousands of Canadian dollars, unless otherwise stated)

4.

Business acquisitions:
a) Business combinations
iConcert

On December 17, 2015, the Corporation purchased all of the outstanding shares of Transmedia Communications SA
(“iConcert”) for a total consideration of CHF4,170 (CA$5,816). This acquisition will enable the Corporation to strengthen
its international operations within Europe. As a result of the acquisition, a goodwill of $6,921 has been recognized and
is related to the operating synergies expected to be achieved from integrating the acquired business into the
Corporation existing worldwide assets. The contingent consideration arrangement requires the Corporation to pay, in
cash, to the former owners, a certain multiple of the revenues for 12 months, of up to CHF2,100 (CA$2,929) and would
be payable on November 30, 2016. The fair value of the contingent consideration has been determined using an
income approach based on the estimated amount and timing of projected cash flows and discounted for time value.

The results of the business acquisition of iConcert for the period ended December 31, 2015 have been included in
results since the date of the acquisition. Revenues recorded from the acquisition date to December 31, 2015 were
$483 and net income of $10. Had the acquisition occurred at the beginning of the fiscal year, revenues related to this
acquired business would have been approximately $4,350 and net income of $86.

Digital Media Distribution

On December 14, 2015, the Corporation purchased all of the outstanding shares of Digital Music Distribution Pty Ltd.
(“DMD”) for a total consideration of AUD9,012 (CA$9,121). This acquisition will enable the Corporation to strengthen its
international operations within Asia-Pacific. As a result of the acquisition, a goodwill of $9,166 has been recognized and
is related to the operating synergies expected to be achieved from integrating the acquired business into the
Corporation existing worldwide assets. The contingent consideration arrangement requires the Corporation to pay, in
cash, to the former owners, up to AUD4,002 (CA$4,050) upon renewal of clients contract ending in December 2017.
The fair value of the contingent consideration has been determined using an income approach based on the estimated
amount and timing of projected cash flows and discounted for time value.

The results of the business acquisition of DMD for the period ended December 31, 2015 have been included in results
since the date of the acquisition. Revenues recorded from the acquisition date to December 31, 2015 were $340 and
net income of $136. Had the acquisitions occurred at the beginning of the fiscal year, revenues related to this acquired
business would have been approximately $3,058 and net income of $1,224.

Brava Group

In July 2015, the Corporation purchased all of the outstanding shares of Brava HDTV B.V., Brava NL B.V. and DjazzTV
B.V. (“Brava Group”) for a total consideration of EUR8,125 (CA$11,255). This acquisition will enable the Corporation to
strengthen its international operations within Europe. As a result of the acquisition, a goodwill of $7,153 has been
recognized and is related to the operating synergies expected to be achieved from integrating the acquired business
into the Corporation existing worldwide assets. The contingent consideration arrangement requires the Corporation to
pay, in cash, to the former owners, a certain multiple of the revenues for 36 months, of up to EUR2,155 (CA$2,987)
and will be paid out on each anniversary date for the next three years, ending in June 2018. The fair value of the
contingent consideration has been determined using an income approach based on the estimated amount and timing
of projected cash flows and discounted for time value.

Third Quarter Report 2016 | Stingray Digital Group Inc. | Condensed Interim Consolidated Financial Statements 27



Notes to Interim Consolidated Financial Statements

Three-month and nine-month periods ended December 31, 2015 and 2014

(Unaudited)
(in thousands of Canadian dollars, unless otherwise stated)

The results of the business acquisitions of Brava Group for the period ended December 31, 2015 have been included
in results since the date of the acquisition. Revenues recorded from the acquisition date to December 31, 2015 were
$2,468 and net income of $866. Had the acquisitions occurred at the beginning of the fiscal year, revenues related to
these acquired businesses would have been approximately $3,702 and net income of $1,299.

The fair value of the assets acquired and liabilities assumed is attributed as follows:

Total
iConcert DMD Brava Other 2016
Assets acquired :

Cash $ 505 $ 210 $ 282 $ - $ 997
Trade and other receivables 1,966 123 1,576 - 3,665
Prepaid expense and other current assets 997 292 164 - 1,453
Property and equipment 51 - 61 - 112
Intangible assets 2,334 2,924 4,795 223 10,276
Goodwill 6,921 9,166 7,153 - 23,240
12,774 12,715 14,031 223 39,743

Liabilities assumed :
Accounts payable and accrued liabilities 4,410 306 1,186 - 5,902
Income taxes payable 209 - 391 - 600
Deferred income tax liabilities 345 497 1,199 - 2,041
Shareholder loan 1,994 2,791 — - 4,785
6,958 3,594 2,776 - 13,328
Net assets acquired at fair value $ 5,816 $ 9,121 $ 11,255 $ 223 $ 26,415
Total purchase consideration $ 5,816 $ 9121 $ 11,255 $ 223 $ 26,415
Working capital adjustment - - (25) - (25)
Contingent consideration - (4,050) (2,728) - (6,778)
Repayment of shareholder loan 1,994 2,791 - - 4,785
Cash disbursements at acquisition date $ 7,810 $ 7,862 $ 8,502 $ 223 $ 24,397

As of the reporting date, the Corporation has not completed the purchase price allocation over the identifiable net
assets and goodwill as information to confirm fair value of certain assets and liabilities is still to be obtained.
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Notes to Interim Consolidated Financial Statements

Three-month and nine-month periods ended December 31, 2015 and 2014

(Unaudited)
(in thousands of Canadian dollars, unless otherwise stated)

b) Adjustments to the provisional amounts of prior year business acquisitions
Les Réseaux Urbains Viva Inc.

On February 10, 2015, the Corporation purchased all of the outstanding shares of Les Réseaux Urbains Viva Inc. for a
total consideration of $4,420. The Corporation reviewed the assessment of the fair values of the assets acquired and
liabilities assumed related to this acquisition and adjustments to the preliminary assessment has been recorded in the
statement of financial position as show below. The comparative figures have been adjusted to reflect these changes.

Preliminary Adjustments Adjusted
Assets acquired :

Cash and cash equivalents $ 495 % - $ 495
Accounts receivable 973 124 1,097
Inventories 531 (187) 344
Property and equipment 108 - 108
Intangible assets 2,160 - 2,160
Goodwill 2,235 290 2,525
6,502 227 6,729

Liabilities assumed :
Accounts payable and accrued liabilities 1,019 227 1,246
Deferred revenues 333 - 333
Long-term debt 150 - 150
Deferred income tax liabilities 580 — 580
2,082 227 2,309
Net assets acquired at fair value $ 4,420 % — 3$ 4,420

Consideration given :
Cash 2,000 - 2,000
Contingent consideration 2,420 - 2,420
$ 4,420 $ — $ 4,420
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Notes to Interim Consolidated Financial Statements

Three-month and nine-month periods ended December 31, 2015 and 2014

(Unaudited)
(in thousands of Canadian dollars, unless otherwise stated)

Archibald Media Group

On June 12, 2014, the Corporation purchased all of the outstanding shares of Archibald Media Group B.V. for a total
consideration of EUR5,319 (CA$7,824). The Corporation finalized the assessment of the fair values of the assets
acquired and liabilities assumed related to this acquisition and adjustments to the preliminary assessment has been
recorded in the statement of financial position as show below. The comparative figures have been adjusted to reflect
these changes.

Preliminary Adjustments Final
Assets acquired :

Cash and cash equivalents $ 207 $ - $ 207
Accounts receivable 511 - 511
Property and equipment 111 - 111
Intangible assets 4,070 (303) 3,767
Investment in joint venture - 730 730
Goodwill 4,255 (337) 3,918
9,154 90 9,244

Liabilities assumed :
Accounts payable and accrued liabilities 486 - 486
Deferred income tax liabilities 844 90 934
1,330 90 1,420
Net assets acquired at fair value $ 7824 @ $ — $ 7,824

Consideration given :
Cash 6,079 - 6,079
Contingent consideration 1,745 - 1,745
$ 7824 % — $ 7,824
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Notes to Interim Consolidated Financial Statements

Three-month and nine-month periods ended December 31, 2015 and 2014

(Unaudited)
(in thousands of Canadian dollars, unless otherwise stated)

5. Property and equipment, intangible assets and goodwill:

Property and Intangible Goodwill
equipment assets
Year ended March 31, 2015
Opening net book amount as at March 31, 2014 $ 2,634 3 40,065 31,651
Additions through business acquisitions 730 17,640 10,750
Adjustments to business acquisitions (note 4) - (303) 47)
Additions 3,023 893 -
Disposal and write-offs (74) - -
Depreciation of property and equipment (1,983) - -
Amortization of intangible assets - (12,854) -
Closing net book amount as at March 31, 2015 $ 4330 $ 45,441 42,354
Nine-month period ended December 31, 2015
Opening net book amount as at March 31, 2015 $ 4,330 $ 45,441 42,354
Additions through business acquisitions (note 4) 112 10,276 23,240
Additions 1,425 977 -
Depreciation of property and equipment (1,552) - -
Amortization of intangible assets - (10,258) -
Closing net book amount as at December 31, 2015 $ 4315 % 46,436 65,594
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Notes to Interim Consolidated Financial Statements

Three-month and nine-month periods ended December 31, 2015 and 2014

(Unaudited)
(in thousands of Canadian dollars, unless otherwise stated)

6. Loans and borrowings:

Movements in loans and borrowings are as follows:

Revolving facility Bridge loan Term loan
Year ended March 31, 2015
Opening net book amount as at March 31, 2014 $ 5198 $ - $ 67,041
Increase of revolving facility (net) 2704 - -
New debt - 20,000 20,150
Repayments of borrowings - - (6,564)
New financing fees - - (161)
Amortization of financing fees - — 369
Closing net book amount as at March 31, 2015 $ 7,902 $ 20,000 $ 80,835
Current portion $ 7,902 $ 20,000 $ 9,830
Non-current portion — — 71,005

Revolving facility Bridge loan Term loan
Nine-month period ended December 31, 2015
Opening net book amount as at March 31, 2015 $ 7902 % 20,000 $ 80,835
Increase of revolving facility (net) 28,692 - -
Repayments of borrowings - (20,000) (80,960)
Amortization and write-off of financing fees - - 125
Closing net book amount as at December 31, 2015 $ 36,594 $ — $ —
Current portion $ - $ - $ -
Non-current portion 36,594 — —

On June 11, 2015, the Corporation renegotiated its credit agreement in order to merge the outstanding balance of the

term loan into the amended revolving credit facility (“revolving facility”), to provide for the repayment of the bridge loan,

to increase its borrowing capacity to $100,000 and to make modifications in relation to interest, maturity, security and

covenants. The revolving facility matures in June 2019, bears interest at an annual rate equal to the banker’s

acceptance rate plus between 1.38% and 3.00% and is secured by guarantees from subsidiaries and first ranking lien

on universality of all its assets, tangible and intangible, present and future. In addition, the Corporation incurs standby

fees between 0.28% and 0.60% on the unused portion of the revolving facility. The Corporation is required to comply

with financial covenants.

The Corporation incurred fees of $374 related to the new revolving facility which have been recognized in other assets

in the statement of financial position.
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Notes to Interim Consolidated Financial Statements

Three-month and nine-month periods ended December 31, 2015 and 2014

(Unaudited)
(in thousands of Canadian dollars, unless otherwise stated)

7. Other payables:

Other payables consists of the following:

December 31, March 31,
2015 2015
Contingent considerations $ 12,986 $ 12,409
CRTC tangible benefits 4,276 340
Other 73 148
17,335 12,897
Current position (9,553) (8,463)
$ 7,782 $ 4,434

CRTC tangible benefits

The CRTC approved the change in ownership and effective control of the Corporation on April 22, 2015. Pursuant to
the decision, the CRTC requires the Corporation to pay tangible benefits corresponding to an amount of $5,508 over a
seven-year period in equal annual payments. The Corporation recognized an expense of $4,158, which reflects the fair
value of the payment stream using a discount rate of 7.0%, which is the Corporation effective interest rate plus a risk
premium.

8. Share capital:
Authorized:

Prior to the closing of the initial public offering (the “Offering”), the Corporation’s authorized share capital was comprised
of an unlimited number of class A, B, and C common shares, voting and participating, without par value and an
unlimited number of class A, B and C preferred shares, voting and non-participating, without par value.

The Corporation’s authorized share capital was amended immediately prior to the closing of the Offering and all the
classes of shares included in the authorized share capital of the Corporation prior to the amendment were repealed and
replaced by:

Unlimited number of subordinate voting shares, participating, without par value

Unlimited number of variable subordinate voting shares, participating, without par value
Unlimited number of multiple voting shares (10 votes per share), participating, without par value
Unlimited number of special shares, participating, without par value

Unlimited number of preferred shares issuable in one or more series, non-participating, without par value
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Notes to Interim Consolidated Financial Statements

Three-month and nine-month periods ended December 31, 2015 and 2014

(Unaudited)
(in thousands of Canadian dollars, unless otherwise stated)

Issued and outstanding:

The movements in share capital were as follows:

Number of shares

Carrying amount

Year ended March 31, 2015
Ast at March 31, 2014

Class A common shares 16,440,535 $ 562

Class B common shares 6,229,719 12

Class C common shares 10,000,000 432
32,670,254 1,006

Issued upon exercise of stock options

Class A common shares 1,310,834 1,682

Dividend and reduction of stated capital

Class A common shares - (16)

Class C common shares - (432)

- (448)

As at March 31, 2015

Class A common shares 17,751,369 2,228

Class B common shares 6,229,719 12

Class C common shares 10,000,000 —
33,981,088 $ 2,240

Number of shares

Carrying amount

Nine-month period ended December 31, 2015
As at March 31, 2015

Class A common shares 17,751,369 $ 2,228

Class B common shares 6,229,719 12

Class C common shares 10,000,000 -
33,981,088 2,240

Issued upon exercise of stock options

Class A common shares 80,000 192

Converted

Class A common shares (17,831,369) (2,420)

Class B common shares (6,229,719) (12)

Class C common shares (10,000,000) —

Subordinate voting shares and variable subordinate voting shares 17,766,803 1,316

Multiple voting shares 16,294,285 1,116

Issued upon inital public offering and exercise of over-allotment option

Subordinate voting shares and variable subordinate voting shares 16,647,100 104,044

Share issuance costs, net of income taxes of $1,993 - (5,513)

Issued upon exercise of stock options

Subordinate voting shares 163,334 444

As at December 31, 2015

Subordinate voting shares and variable subordinate voting shares 34,577,237 100,291

Multiple voting shares 16,294,285 1,116
50,871,522 $ 101,407
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On November 11, 2015, the Corporation declared a dividend of $0.03 per subordinate voting share, variable
subordinate voting share and multiple voting share. The dividend of $1,526 has been paid on December 15, 2015.

On August 11, 2015, the Corporation declared a dividend of $0.03 per subordinate voting share, variable subordinate
voting share and multiple voting share. The dividend of $1,523 has been paid on September 15, 2015.

On June 3, 2015, the Corporation completed the Offering of its subordinate voting shares and variable subordinate
voting shares with the securities regulatory authorities in each of the provinces and territories of Canada. The
Corporation issued 13,287,100 Subordinate Voting shares and Variable Subordinate voting shares and received gross
proceeds of $83,044 from the issuance. On June 9, 2015, the Corporation issued 3,360,000 subordinate voting shares
and variable subordinate voting shares following the exercise of the over-allotment option granted to the underwriters in
connection with the Offering. The Corporation received gross proceeds of $21,000 from the issuance.

Transaction costs for transactions above amounted to $9,148, of which $1,642 have been recognized as an expense in
the statement of comprehensive income and $7,506 net of tax benefits of $1,993, amounting to $5,513, as a reduction
of share capital.

9. Share-based compensation:

As part of the Offering, the Corporation has established a new stock option plan to attract and retain employees,
directors, officers and consultants. The plan provides for the granting of options to purchase subordinate voting shares.
Under this plan, 2,500,000 subordinate voting shares have been reserved for issuance.

During the nine-month period ended December 31, 2015, 512,880 options were granted at a weighted average exercise
price of $6.43 to eligible employees. The weighted average fair value of the stock options granted during the nine-month
period ended December 31, 2015 was $3.43.

This fair value was estimated at the date on which the options were granted by using the Black-Scholes option pricing
model with the following assumptions:

Weighted average volatility 65.0% — 70.0%
Weighted average risk-free interest rate 0.73% — 1.01%
Weighted average expected life of options 5-6.25 years
Weighted average value of the subordinate voting share at grant date 6.43%
Weighted average expected dividend rate 0.0% - 2.0%

Under the former and new stock option plan, 1,539,245 stock options were outstanding as at December 31, 2015.
Outstanding options are subject to employee service vesting criteria which range from nil to 4 years of service.

During the three-month period ended December 31, 2015, 60,000 options were exercised at the weighted average
exercise price of $1.29 and at a weighted average share price of $6.65.

During the nine-month period ended December 31, 2015, 243,334 options were exercised at the weighted average
exercise price of $0.83 and at a weighted average share price of $6.90. During the nine-month period ended December
31, 2015, 16,666 options were returned at the weighted average price of $2.26 and at a weighted average share price
of $7.55.

Share-based compensation expense amounted to $369 and $961 for the three-month and nine-month periods ended
December 31, 2015 (2014 $112 and $424), respectively.
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10. Other information:

The following table shows the depreciation and amortization and IPO expenses and CRTC tangible benefits distributed

by function:
Three-month periods ended Nine-month periods ended
December 31, December 31, December 31, December 31,
2015 2014 2015 2014
Depreciation and amortization :
Music programming, cost of services
and content $ 3443 3 3392 % 10,258 % 8,628
General and administrative 609 777 1,552 2,101
$ 4052 % 4,169 $ 11,810 $ 10,729

IPO expenses and CRTC tangible benefits :
Music programming, cost of services

and content $ - $ - $ 4,158 $ -
General and administrative — — 1,642 —
$ — $ — $ 5800 $ —

The music programming, cost of services and content and the general and administrative expense for the three-month
period would have been respectively, $11,095 (2014 $9,626) and $4,522 (2014 $3,225) and the nine-month period
ending December 31, 2015 would have been respectively, $36,605 (2014 $24,810), and $12,484 (2014 $9,909), if the
presentation by function of the depreciation and amortization expense and IPO expenses and CRTC tangible benefits
would have been adopted in the statements of comprehensive income.

Transaction costs related to business acquisitions for the three-month and the nine-month period ended December 31
2015 amounting to $551 (2014 $132) and $747 (2014 $233), respectively, have been recognized in general and
administrative in the statement of comprehensive income.

11. Net finance expenses:

Three-month periods ended Nine-month periods ended
December 31, December 31, December 31, December 31,
2015 2014 2015 2014
Interest expense and standby fees $ 166 $ 1,014 $ 1,384  $ 2,939
Change in fair value of contingent
considerations (2,090) (33) (2,172) 236
Change in fair value of derivative 3) (44) (110) (118)
Accretion expenses of CRTC tangible
benefits payable 75 - 172 -
Amortization and write-off of financing fees 24 11 238 357
Write-off of other assets - 200 - 200
Foreign exchange (gain) loss 18 162 (766) 130
$ (810) $ 1,310 $ (1,254) $ 3,744
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12. Net change in non-cash operating items:

Three-month periods ended Nine-month periods ended
December 31, December 31, December 31, December 31,
2015 2014 2015 2014
Trade and other receivables $ (1,250) $ 50 $ (5,426) $ (1,183)
Research and development tax credit 430 (133) 4 (85)
Inventories 426 924 (151) 234
Prepaid expenses and other current assets 695 (506) 809 (1,789)
Other assets (155) - 24 -
Accounts payable and accrued liabilities 520 945 (2,244) 331
Income taxes payable 153 (310) 730 (1,514)
Deferred revenues (836) 6 166 152
Other payable (CRTC tangible benefits) - - 3,794 -
$ 17 s 976  $ (2,294) 3 (3,854)

13. Financial instruments:
Financial risk factors:

The Corporation is exposed to a variety of financial risk: credit risk, liquidity risk and market risk (including currency risk
and interest risk). The condensed interim consolidated financial statements do not include all financial risk management
information and disclosures required in the annual financial statements; they should be read in conjunction with the
annual financial statements as at March 31, 2015. The Corporation is not aware of any significant changes to the
Corporation’s risk factors from those disclosed at that time.

Fair values:

The Corporation has determined that the fair values of cash and cash equivalents, trade and other receivables,
accounts payable and accrued liabilities and current other payables excluding the contingent considerations
approximate their respective carrying amounts as at the balance sheet date, due to the short-term maturity of those
instruments. The fair value of the revolving facility, bridge loan and term loan bearing interest at variable rates
approximate their carrying value, as they bear interest at prime or banker’s acceptance rate plus a credit spread which
approximate current rates that could be obtained for debts with similar terms and credit risk.
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The carrying and fair value of financial assets and liabilities, including their level in the fair value hierarchy, consist of the

following:
As at December 31, 2015 Carrying value Fair value Level 1 Level 2 Level 3
Financial assets measured at amortized cost
Cash and cash equivalents $ 2,453
Trade and other receivables 26,088
Financial assets measured at fair value
Investments $ 18,056 $ 18,056 $ - % - $ 18,056
Financial liabilities measured at amortiz