
 

 

GOVERMEDIA PLUS CANADA CORP. 
 

Management's Discussion & Analysis ("MD&A") 

Year ended December 31, 2017 

The MD&A of GoverMedia Plus Canada Corp. ("GoverMedia", “MPLS” or the "Company") has been 
prepared by management of the Company as of April 30, 2018 and should be read in conjunction with the 
Company's audited financial statements and accompanying notes for the year ended December 31, 2017 
and 2016. The audited financial statements and notes thereto and this MD&A are presented in Canadian 
currency (unless otherwise noted) and were prepared in accordance with International Financial Reporting 
Standards ("IFRS"). 

Forward-Looking Information 

This MD&A contains certain forward-looking statements and information relating to the Company that is 
based on the beliefs of its management as well as assumptions made by and information currently available 
to the Company.  When used in this document, the words "may", "will", "anticipate", "plan", "intend", 
"estimate", "project", "continue", "believe", "estimate", "expect" and similar forward-looking terminology, as 
they relate to the Company or its management, are intended to identify forward-looking statements.  This 
MD&A contains forward-looking statements relating to, among other things, regulatory compliance, the 
sufficiency of current working capital and the estimated cost and availability of funding for the continued 
operation of the Company.  Such statements reflect the current views of the Company  

with respect to future events and are subject to certain risks, uncertainties and assumptions.  Many factors 
could cause the actual results, performance or achievements of the Company to be materially different from 
any future results, performance or achievements that may be expressed or implied by such forward-looking 
statements. 

Although management believes that the expectations reflected in such forward-looking statements are 
reasonable, all forward-looking statements address matters that involve known and unknown risks, 
uncertainties and other factors and should not be read as guarantees of future performance or results. 
Accordingly, there are or will be a number of significant factors which could cause our actual results, 
performance or achievements, or industry results, to be materially different from any future results, 
performance or achievements expressed or implied by such forward-looking statements. Factors that could 
cause actual future results, performance or achievements to differ materially include, but are not limited to, 
our limited operating history, our reliance on key personnel, future capital needs, dependence on proprietary 
technology and limited protection thereof and general economic trends and international risk.  The Company 
is subject to significant risks and any past performance is no guarantee of future performance. The 
Company cannot predict all of the risk factors, nor can it assess the impact, if any, of such risk factors on 
the Company's business or the extent to which any factor, or combination of factors, may cause actual 
results to differ materially from those projected in any forward-looking statements. Accordingly, forward-
looking statements should not be relied upon as a prediction of actual results. This MD&A offers a brief 
overview of some of the risk factors to be considered in relation to the Company's business. This list may 
not be exhaustive and new risk factors may emerge from time to time. Please see the section "Risks and 
Uncertainties" for further information. We disclaim any intention or obligation to publicly update or revise 
any forward-looking statements after distribution of this MD&A, whether as a result of new information, 
future events or other circumstances, except as may be required pursuant to applicable securities laws. 



    

2 

 

BUSINESS OVERVIEW AND CORPORATE UPDATE 

Business Profile 

GoverMedia Plus Canada Corp. (“MPLS”, the “Company” or “GoverMedia”) was incorporated on January 

25, 2017 under the British Columbia Business Corporations Act.  The head office and registered office of 

the Company is located at 430 – 580 Hornby Street, Vancouver, BC V6C 3B6. 

 

LLC GoverMedia Plus (“GoverMedia Russia” or “LLC”), a wholly-owned subsidiary of the Company, is a 

Russian technology company focusing on the online retail market in the Russian speaking regions. LLC is 

developing an online platform solution, which when fully developed, will offer e- commerce, social media, 

crowdfunding, corporate database, corporate auctions and multimedia platform services. It operates 

exclusively as a platform for third parties and does not engage in direct sales, compete with merchants, or 

hold inventory. LLC has developed an ecosystem around all of its online platforms that consists of buyers, 

sellers, third-party service providers, strategic alliance partners, and investee companies (collectively, the 

Ecosystem). At the nexus of this Ecosystem is the role LLC plays in connecting buyers and sellers, making 

it possible for them to do business more efficiently, and more conveniently. 

 

On October 11, 2017, LLC completed a transaction with MPLS.  For accounting purposes, LLC is 

considered the acquirer and MPLS is the acquiree.  All 2017 financial information in this MD&A represents 

that of the consolidated Company, amounts provided related to 2016 are those of LLC prior to the 

transaction with MPLS. 

 

LLC’s current product offerings include e-commerce, online auctions, social media, crowd- funding, 

corporate databases, secure messaging services and a website creator. These aspects of the online 

platform are now fully operational, allowing the Corporation to provide the fundamental technology 

infrastructure and marketing tools necessary in order to reach third-party businesses. Specifically targeting 

Russian speaking regions, LLC’s platform leverages the power of the internet to establish an online 

presence and conduct commerce with both retail and corporate customers. 

 

As part of its business, the Corporation offers payment and escrow services for buyers and sellers, and 

takes a platform approach to shipping and delivery by working with third-party logistics service providers. 

Revenue is expected to be generated from merchants through online marketing services, commissions on 

transactions, and fees for online services. 

 

Buyers have various options to pay for purchases on the website, including with the fund balance in a 

buyer’s LLC account received from wire transfers, credit, or transfers from an online bank account. The 

transaction is then settled through LLC’s escrow and payment processing service. The escrow account 

ensures that the funds are only released to the seller after the buyer has confirmed receipt of goods in 

satisfactory condition, or fails to object to the release of funds within a specified time period.  Buyers and 

sellers also have the option to settle transactions through other mutually agreed upon payment methods, 

such as cash on delivery. 

 

LLC will allow its users to credit their online accounts within the online platform. Users can utilize traditional 

credit card or bank wire transfers to fund their accounts. They can then use the funds to transact on the 

GoverMedia Russia’s Ecosystem (i.e. the combination of all platforms). Confirmation of agreement to a 

Terms and Conditions agreement is required and is signed/accepted when user clicks on the "accept" 

button. The Terms and Conditions agreement outlines the rights and responsibilities of the user and 

GoverMedia Russia and protects both parties from any potential losses or material damages. When users 

credit their accounts on GoverMedia Russian’s platforms, the funds are transferred into a segregated 

separate accounts specifically setup for these operations at Sberbank of Russia, GoverMedia’s banking 

partner. 
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Industry Overview 

 

The Corporation’s market opportunity is driven by the rising spending power of consumers in the Russian 

Federation and Russian speaking countries. Between 1990 and 2016 Russia’s GDP per capita has risen 

from US $3,485 to US $8,748 (World Bank 2017). This rise has been accompanied by growth in consumer 

spending, priming the Russian-speaking market for a new e-commerce platform (Trading Economics 2017). 

 

Approximately 70% of Russia’s total population were active internet users in 2016, representing around 102 

million internet users (Internet Live Stats 2017). The total internet user penetration for most of the former 

Soviet Union republics is approximately 55% (Internet World Stats). This figure is significantly lower than 

that of the United States, which in 2016 had an internet penetration rate of 90% (Internet World Stats 2017). 

The management of the Corporation predicts that the described growth in consumption will drive increased 

levels of online and mobile commerce in these areas. 

 

Based on a study conducted by East-West Digital News in 2017, Russia’s offline retail market faces 

significant challenges due to an underdeveloped physical retail infrastructure, limited product selection, and 

inconsistent product quality. These issues are particularly acute outside of tier 1 and 2 cities and are causing 

consumers to bypass the offline retail market in favor of online and mobile commerce. To date, Russia has 

approximately 150,000 retailers operating exclusively online, and approximately 35,000 new retailers go 

online each year (E-Commerce Worldwide). According to the East-West Digital News study, online 

shopping represented 2% of Russia’s total retail market in 2015, and is projected to reach 7% in 2021. 

 

The expansion of Russia’s distributed logistics infrastructure and nationwide express delivery networks 

have been driven in part by the growth of e-commerce and will continue to improve in order to support the 

unique demands of consumers and merchants conducting e-commerce transactions (East-West Digital 

News 2017). 
 

Development of Products and Services 

GoverMedia Russia has invested over $250,000 in e-commerce technologies since its incorporation. In the 

second quarter of 2017 LLC launched its services. In order to gain traction in the marketplace, a significant 

investment in business development, marketing, sales, and product maintenance is required. 

 

Products and Services 

As of the date of this MD&A, GoverMedia Russia has fully developed the back-end technology infrastructure 

as well as the user interface of its e-commerce platform, its social media platform, its messaging platform, 

its search engine and corporate database, its corporate auctions platform, its multimedia platform and its 

crowdfunding platform. . 

 

As the internet platform has been developed over the last 2-3 years, GoverMedia Russia has now 

implemented its pricing strategy in April 2018 and first revenue were generated albeit on a small scale. 

Currently, there are 100,000 retail and 5,000 corporate users... The internet platforms that are seeing the 

most user activity and traffic are the social media, the messaging platform and the e- commerce platform. 

Currently, the corporate auctions, multimedia and crowdfunding platform have not been populated with 

content yet which will occur once marketing efforts drive users to the platforms, and these users provide 

content. 

 

The LLC intends to achieved commercialization of its internet platforms and generate its first revenues 

through a diversified marketing and promotional campaign using online, digital and physical marketing 
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channels. A combination of online and digital advertisement campaigns social media, newsletters, blog, 

video and television marketing along with global events participation and corporate partnerships will be 

established and followed in order to drive traffic and awareness on the platform, increase the user base and 

ultimately generate revenues. 

 

The Ecosystem relies on the efficient and uninterrupted operation of its computer and communications 

systems. Substantially all of GoverMedia Russia’s computer hardware and cloud computing services are 

located in the Russian Federation. A large number of sellers maintain enterprise resource planning (ERP), 

and customer relationship management (CRM), systems on GoverMedia Russia’s cloud computing 

platform, which contains substantial quantities of data relating to seller accounts, transaction data, buyer 

information and other records which enable sellers to better operate and manage their businesses on 

GoverMedia Russia’s platform. See "Regulatory Framework" and "Foreign Operations" below. 
 

Cryptocurrency Functionalities 

GoverMedia Russia's messaging platform (as opposed to any of the other platforms) has the capability to 

create Bitcoin wallets for users, check Bitcoin balances, store and transfer Bitcoin between platform users, 

as well as to transfer Bitcoin from the wallet of a user to a wallet outside the platform. New Bitcoin- wallets 

and Bitcoin-addresses can be created on demand using the messaging platform web interface. 

 

The Bitcoin features module is divided into two subsystems: the "Bitcoin wallet" and the "Bitcoin node". 

Bitcoin wallets facilitate sending and receiving Bitcoins and gives ownership of the Bitcoin balance to the 

user, while Bitcoin nodes broadcast transactions for confirmation and validation across the Bitcoin network.   

The developed Bitcoin features have been designed based on the "microservice" pattern principle and are 

completely self-sufficient and fault-tolerant. These functions are independent of any other modules and 

subsystems and can be activated or deactivated without effecting other aspects of the platform. The 

microservice can create Bitcoin-wallets for users associated with their online profile, while transaction 

records and private keys are stored on a separate server where the module would be ultimately deployed. 

The interaction between the main system and the microservice will be carried out through the 

representational state transfer application programming interface which permits interoperability between 

different systems on the internet, and via a secure channel with RSA-encryption, the security keys of which 

are periodically updated in order to exclude third-party access. The servers that would be responsible for 

recording Bitcoin transactions are accessible locally only, which effectively prevents malicious attacks on 

the system. Access data for individual user wallets would be stored in a protected form only on the servers 

of the microservice. 

 

The developed Bitcoin features modules are currently inactive and will only be activated once the 

government of Russia provides guidance on the legislative framework applicable to cryptocurrencies, which 

is expected in mid-2018, and the Corporation has had time to analyze and consider the strategic and legal 

implications of such legislation on the business of the Corporation and its future growth. The Corporation 

may consider developing additional Bitcoin functionalities in the future which may include the ability to make 

purchases through the e-commerce portal using Bitcoin and the ability to pay for portal services via Bitcoin 

(for example access to multimedia services). Currently, the Corporation does not intend to allocate any of 

the proceeds of the Offering or the Private Placement to the development of the Bitcoin functionalities or to 

other cryptocurrency related developments. As at the date of this MD&A, users are not able to use Bitcoin 

in any manner within the Ecosystem and there is no guarantee that such functionalities will be developed, 

or once developed, will be activated. See "Risk Factors – Risks related to Cryptocurrencies Generally" in 

this MD&A 
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Key Platforms 

Social Media – developed and functional: On GoverMedia Russia’s platform, users enjoy 
the traditional social media features, such as creating their own profile, adding multimedia, 
sharing online content, interacting with other users, build their professional network, and 
apply to job offerings. 

Messaging Platform – developed and functional: GoverMedia Russia has developed a secure 
messaging platform called MFLY+ Messenger. It allows its users (retail and corporate) to interact 
in a fully encrypted way, utilize digital signatures and access to the corporate and individual 
search engine and general search engine. As stated above, although the messaging platform 
has been developed to provide users with the ability to store and replenish Bitcoins, transfer 
Bitcoins within the platform, and to wallets outside of the platform, such functionalities have not 
been activated, and will only be activated once the legislative framework applicable to 
cryptocurrencies has been issued by the government of the Russian Federation and the 
Corporation has had the opportunity to review and analyze its implications, and its application to 
the Corporation’s business. There is no guarantee that such functionalities will be developed, or 
once developed, will be activated, now or in the future. See "Risk Factors – Risks related to 
Cryptocurrencies Generally" in this MD&A. 

E-commerce – developed and functional: One of the main components of the online platforms 
will be the online marketplace. Individuals and businesses can offer all types of products and 
services online, reaching the online customer base. GoverMedia Russia has established a 
monitoring team in order to approve the goods and services published on the e-commerce platform, 
complying with the Russian Federation legislation on commercialisation and marketing of illicit 
goods and services. 

Crowdfunding – developed and functional: All businesses and entrepreneurs in Russian 
speaking jurisdictions looking to raise funding will be able to access GoverMedia Russia’s 
crowdfunding platform. The platform will not operate in Canada in any manner, and no GoverMedia 
Russia employees will be located in Canada to assist with running the product. GoverMedia 
Russia’s team will initially perform the screening of the opportunities and afterwards assist the 
companies in developing the necessary designs and functionalities This crowdfunding platform will 
allow individuals and entrepreneurs in Russian speaking jurisdictions to use different marketing 
tools to raise capital from a large number of people (GoverMedia Russia’s internet user base), 
in relatively small amounts from each. The platform will enable small start-up businesses in 
the jurisdictions where the platform will operate that may not have easy access to traditional 
markets and methods of venture capital to raise capital. The platform will allow entrepreneurs and 
start-ups to provide a general description of the opportunity, provide internal marketing 
material and/or independent reviews or analysis, as well as access to the internal data of the 
organization. Whenever a user is interested in participating in the financing, the user can contact 
the company directly and fill out any necessary forms. The crowdfunding platform will not be 
white-labeled to corporate clients, however GoverMedia will not act as a financial intermediary for 
securities offering; it will only provide the online marketing platform. The Corporation will not interact 
with investors, nor will it promote any of the financings to the public in any way. GoverMedia 
Russia’s role in this process is to provide entrepreneurs and start-ups with the necessary internet 
tools and features to promote and market their opportunities as well as their brands. 
Management of GoverMedia Russia, who are best placed to advise the Corporation on the 
implications of securities laws within the Russian speaking jurisdictions, and outside counsel if 
appropriate, will be tasked with assessing any securities law issues. The operations of 
GoverMedia Russia with respect to the operation of the Crowdfunding platform will be supervised 
by GoverMedia Canada.  Following Closing, Roland J. Bopp, CEO of GoverMedia Canada will 
be appointed CEO of GoverMedia Russia whose duties will include overseeing the Crowdfunding 
operations. 

Multimedia – developed and functional: Within the multimedia platforms, users can access 
the necessary tools and instruments to create multimedia content: audio, video, images, websites, 
3D files, etc. Each user can then publish and share the multimedia files within the social media 
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network and platform of the GoverMedia Russia, in order to drive user engagement and 
interactivity even further. 

Corporate Auctions – developed and functional: Under Russian law, every asset or company 
in sale or in liquidation must go through an auction process. GoverMedia Russia has developed 
a platform to host the auction process and is in the process of developing a relationship with 
the government of the Russian Federation to be able to offer auctioned assets through this service. 

Search Engine and Corporate Database – developed and functional: Through its already 
developed messaging platform, GoverMedia Russia will allow users to perform an online search 
for professionals based on their name, occupation, location, age, employer and other 
professional characteristics. Corporations will have the possibility to perform corporate online 
search on other businesses based industry, location, revenue range, and other corporate 
characteristics, resulting in reports containing operational, legal, corporate and financial 
information on the selected company. 

 

Below is a summary of the current services offered by GoverMedia Russia 

 

Service
(1)(3) 

Status
(2)

 

E-Commerce
(4) 

Developed and Functional 

Social Media Developed and Functional 

Multimedia
(4) 

Developed and Functional 

Messaging Platform
(4) 

Developed and Functional 

Crowdfunding Developed and Functional 

Corporate Auctions Developed and Functional 

Search engine and database Developed and Functional 

Notes: 

(1) For additional details regarding the allocation of the proceeds from the Offering and the Private Placement to the above 
services, see "Use of Proceeds" in this MD&A. 

(2) For additional information regarding these services, see "Business of the Corporation – Key Platforms" in this MD&A. 

(3) Future developments include: (i) upgrading and enhancing platform performance; (ii) development of additional features 
and functionalities; (iii) user engagement enhancements; and (iv) improvements to user interface. For additional information 
on the future developments, see Table 1 in "Use of Proceeds" in this MD&A. 

(4) Enhancements to these services may include limited Bitcoin functionalities. See "Business of the Corporation – Products and 
Services", "Business of the Corporation – Key Platforms" and "Risk Factors – Risks Related to Cryptocurrencies Generally" in 
this MD&A for additional information. 

 

Monetization of Products and Services 

As of the date of this report, there are approximately 105,000 total users registered on the GoverMedia 
Russia internet platform (approximately 100,000 retail users and 5,000 corporate users). As the key 
platforms are already developed and operational, the business does not require substantial funds in terms 
of software development for the online platform Ecosystem. The business currently requires significant 
marketing and commercialization efforts to begin monetizing the platforms and generate revenues. 

The primary sources of revenue that the Corporation intends to generate includes: 
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Subscription based: GoverMedia Russia will offer its corporate users the possibility to fully 
subscribe to the platform’s features, notably accessing the retail user base, the social media, the 
messaging platform and corporate database, as well as several other accessory and derivative 
features. GoverMedia Russia intends to charge its corporate users an annual fee for the 
subscription to the online platform. The fee will be charged one time for the entire year or on 
a monthly basis. The subscription fee pricing will be strategically defined beginning of 2018 and 
will evolve depending on overall market conditions. 

Advertisement: As one of the most important pillars of the online business, digital advertisement 
throughout the platform will be one of the fundamental elements. GoverMedia Russia will provide 
its corporate clients with the possibility to directly market and advertise to its retail user base. 
Different advertisement packages will be offered, providing users with the possibility to select 
amongst a diversity of marketing features on the platform. The advertising pricing model will 
be strategically defined at the beginning of 2018 and will evolve depending on overall market 
conditions. 

E-Commerce: GoverMedia Russia will charge a percentage fee on every transaction that will 
be processed through its e-commerce platform. The percentage fee to be charged will be 
strategically defined at the beginning of 2018 and will evolve depending on overall market 
conditions. 

Search Engine and Corporate Database: Throughout its already developed messaging platform, 
GoverMedia Russia will allow users to perform an online search for professionals based on their 
name, occupation, location, age, employer and other professional characteristics. Corporations 
will have the possibility  to  perform corporate online search on other  businesses  based  
industry, location, revenue range, and other corporate characteristics, resulting in reports 
containing operational, legal, corporate and financial information on the selected company. 
The individual professional search feature will not be monetized directly. Whereas, the corporate 
search service, resulting in a report including all information mentioned above, will be charged to 
the user. The flat rate was strategically defined at the beginning of 2018 and will evolve 
depending on overall market conditions. 

Corporate Auctions: GoverMedia Russia is planning to charge a percentage fee for every 
transaction processed on the auction platform. The transaction percentage fee was strategically 
defined at the beginning of 2018 and will evolve depending on overall market conditions. 

Crowdfunding: GoverMedia is planning to charge a percentage fee for the amounts raised during 
crowdfunding activities processed on the crowdfunding platform. The funding percentage fee 
was strategically defined at the beginning of 2018 and will evolve depending on overall market 
conditions. 

 

Key Technologies 

GoverMedia's back-end infrastructure has been developed using existing technologies that allow for 
ongoing scaling, introduction of new functionalities and synergistic co-development with new and 
developing technologies. The key components of the GoverMedia Russia technological platform include: 

 

Cloud Computing 

GoverMedia Russia’s cloud computing platform is the cloud storage methodology for all user data. This 
platform stores, for example, all the landing pages of the companies made through the website builder on 
the platform, the user’s CVs issued through GoverMedia Russia platform, and copies of documents 
uploaded to the GoverMedia Russia site. In order to upload the mentioned date, the user needs to be 
registered on the platform and utilize the platform applications that provide this option such as: Profile 
(professional data and information about the user, electronic digital signature, documents, bank 
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accounts), People (profile data of all registered users on the portal), Organizations (information in the 
profiles of all organizations added to the portal and their landing pages), Messaging Platform 
(correspondence, sent files, information about calls), Corporate Auctions, Crowdfunding, E-commerce, 
and Multimedia. When the user needs some information from the above, it accesses the portal from any 
PC or mobile device, obtains authorization and, therefore, has quick access to the necessary information. 

Data Science 

GoverMedia Russia’s digital neural network allows automatic data collection from open "information 
bases" of popular marketplaces and on the basis of this data, it builds a user demand for geolocation (i.e. 
determines the products-on-demand due to the sales geolocation). This feature does not require 
GoverMedia Russia’s portal administrators to have any specific knowledge to build such a forecast. 

The program receives and processes the history of sales of goods, rating and other factors, for example, 
changes in temperatures (weather) in a particular region. Then additional factors that affect sales are fed 
to the system, in order to make the forecast even more accurate. The program automatically summarizes 
the data, noting the complex trends that can slip away from the analyst, and that are often beyond the 
capabilities of the individual. Then sales are forecasted, and the optimal product range is calculated for a 
particular region. A report is then generated displaying a full comprehensive forecast analysis that will 
allow marketers to better target and customize their campaigns on the platforms. 

Distributed Relational Database 

The platforms collect and generate data collected from users and downloaded by them. In each country 
there are, in turn, specific local rules for data storage, including personal data, so the platform hosts 
servers for storing data in different countries. For example, the laws of the Russian Federation imposed 
an obligation on companies/operators of personal data to store this information on servers on the territory 
of the Russian Federation. 

Search and Online Marketing 

The site recommendation system analyzes the different purchasing habits and characteristics of users 
and predicts what will likely be most interesting for a particular user at a given time, and then shows or 
offers the used a product or service corresponding to this preference. 

The recommendation system of the site identifies the needs of GoverMedia Russia’s site users and at the 
right time makes offers on the site, with the objective of increasing the average transaction amount on the 
platforms, relying on the conversion growth, average check and frequency of repeated purchases. The 
program analyzes all available information such as: user behavior on the site, viewed products, order 
history, data from the GoverMedia Russia’s neural network, and information about users from social 
networks. Recommendations increase product conversion in three main areas: 

• recommendations facilitate navigation on the site and increase product conversion; 
• recommendations form cross-references for the goods and services offered on the platform, and 

also increases the depth of site viewing and the average duration of the session, which positively 
affects the positions in the search engines; and 

• recommendations allow users to sell more expensive goods or related products with the help of 
a cross-sell and up-sell mechanics. 

 

Electronic Signature System 

The site provides users with the possibility to apply for an electronic digital signatures (EDS) without 
leaving the GoverMedia Russia platforms. The user has the possibility to receive an electronic signature 
by visiting the online verification center and taking the necessary actions. GoverMedia Russia cooperates 
with the EDS centers and uses the application programming interface provided by them to apply for the 
EDS. 
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Sales and Distribution Strategy 

The majority of GoverMedia Russia’s revenues are expected to be generated through online marketing 
services to its sellers. As these sellers are mostly participants in the Corporation's marketplace, it is not 
necessary to rely on a large sales force to support the retail marketplace. The majority of GoverMedia 
Russia’s sales staff are therefore engaged in selling membership packages to potential new and 
registered members of its marketplace through telephone and field sales. 

As of the date of this report, GoverMedia Russia’s user base of approximately 105,000 registered 
clients (approximately 100,000 registered corporate users and 5,000 registered retail users) has expanded 
primarily through word-of-mouth marketing. However, it intends to utilize a variety of methods to attract 
potential buyers and sellers, registered users, online marketers, and other Ecosystem participants, as 
well as to promote its own brand. 

The Corporation's marketing and sales action plan includes the following: 

Online Marketing Services 

The LLC utilizes online-marketing services where sellers bid on a cost-per-click (CPC) basis for keywords 
that match product or service listings which appear in search or browser results. Sellers bid at prices 
established by its online auction system, which facilitates price discovery through a market-based bidding 
mechanism. 

In addition, GoverMedia Russia offers "display marketing" wherein sellers bid for display positions on the 
relevant marketplaces, or through third-party marketing affiliates, at either fixed prices or prices 
established by a real-time bidding system on a cost-per-thousand impression (CPM) basis. 

Social Media Marketing 

GoverMedia Russia additionally employs social media marketing strategies on websites such as YouTube, 
Facebook, LinkedIn, Google+ and Twitter, and uses tactics including brand mentions, video marketing 
messages, infographics, Hootsuite, and buffer in order to promote the brand. 

Video Promotion & Distribution 

Video Marketing messages will be distributed on internet providers such as Vimeo, HT Journals, HT 
Bloggers, TV and others. 

Search Engine Optimization 

The Corporation uses a process known as Search Engine Optimization (SEO) to market GoverMedia 
Russia's services. SEO is a process by which the number of visitors to a website is maximized by 
ensuring the site appears at the top of search engine results pages. The SEO service is provided by an 
external services company. 

Partnership Agreements 

The Corporation, through GoverMedia Russia, will enter into partnership agreements with entrepreneurs 
and Business Development organizations in the Russian Federation in order to strengthen its Ecosystem. 

Referral Programs 

Further, the Corporation will utilize a referral program (known as NGO) consisting of the initial third party 
companies to join the GoverMedia Russia platform. 
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COMPANY HIGHLIGHTS 

(i) The Company was incorporated under the British Columbia Business Corporations Act; 

(ii) On May 16, 2017, the Company issued 5,000,000 common shares for gross proceeds of $250,000 

through a private placement. 

(iii) On October 11, 2017, the Company issued 30,000,000 common shares in exchange for 100% 

ownership of LLC GoverMedia Plus. 

(iv) MPLS issued 1,094,355 common shares to settle $328,307 of LLC debt to a related party. 

(v) The Company issued 1,550,000 common shares, through a private placement, on October 11, 

2017.  In addition, 55,000 common shares, valued at $11,000, were also issued as finder’s fee 

payment in connection with the private placement. 

(vi) On January 8, 2018, the Company completed a $1,000,000 capital raise pursuant to the exchange 

of sub receipts that occurred in connection with the filing of the final prospectus.  The Company 

issued 2,000,000 common shares at a deemed price of $0.50 and paid $40,000 in cash and issued 

33,045 warrants exercisable at $0.50 per share and expiring on January 8, 2018. 

(vii) The Company successfully completed its initial public offering (the “IPO”) of 3,546,700 common 

shares at a price of $0.50 per common share for a gross total proceeds of $1,773,350 on February 

28, 2018.  Pursuant to the agency agreement, the Company paid an aggregate cash commission 

equal $131,868 and granted 263,763 warrants at a price of $0.50 per common share expiring on 

February 28, 2020.  The agent also received a corporate finance fee, which consisted of cash and 

64, 955 warrants exercisable at $0.50 per share until January 8, 2020.    

(viii) The Company received listing approval on the Canadian Stock Exchange and started trading on 

March 1, 2018 under the symbol "MPLS".  The Company’s common share started trading on the 

Frankfurt Stock Exchange on April 10, 2018. 

(ix) The Company created an Advisory Board and granted its members an aggregate of 300,000 stock 

options on March 5, 2018.  Each stock option is exercisable at $0.50 per common shares and 

expires in 5 years. 

(x) On April 2, 2018 the Company announced the grant of an aggregate of 1,645,000 stock options to 

purchase common shares of the Company exercisable at a price of $0.51 per share and expiring 

on April 2, 2023, to certain directors, officers, employees and consultants of the Company. The 

common shares issuable upon exercise of the options are subject to a four-month hold period from 

the original date of grant. 
 
 

 Selected Annual Financial Information 

The following table reflect the summary of results for the periods set out. 

 

Years ended December 31, 2017 2016 

   $  $ 

Total Assets 1,011,091 179,645 
Total Revenue Nil Nil 
Net Loss 1,355,838 23,185 
Net Loss Per Share (Basic and Diluted) 0.12 n/a 
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Selected Quarterly Financial Information 

The following table highlights selected unaudited financial information in respect of the previous six quarters 
of the Company – amount presented for 2016 are those of LLC since inception. The Company's quarterly 
operating results have varied in the past and may vary substantially in the future. Accordingly, the 
information below is not necessarily indicative of results for any future quarter. 

 
 Q4-2017 

$ 
Q3-2017 

$ 
Q2-2017 

$ 
Q1-2017 

$ 
Q4-2016 

$ 
Q3-2016 

$ 

Revenue - - - - - - 

Net loss 1,016,152 225,401 66,832 27,453 20,281 2,904 

Basic & 
diluted loss 
per share 

0.03 0.05 0.02 0.02 
 

n/a 
 

n/a 

Operating Results   

Year ended December 31, 2017 compared with year ended December 31, 2016 

The Company incurred a net loss of $1,335,838 for the year ended December 31, 2017, in contrast to a net 
loss of $23,185 in fiscal 2016.  The majority of the loss incurred in the current year was due to fees 
associated with the transaction with LLC.   

Professional fees for the year ended December 31, 2017 increased significantly to $477,008 from $6,306 
in the same period in 2016.  The increase was attributable to the fees paid for legal and audit fees relating 
to the listing application of the Company. 

The Company incurred $191,664 in consulting fees and payroll costs during the year ended December 31, 
2017 compared to $9,312 in 2016.  The increase was due to the increased number of consultants hired by 
the Company in 2017.  In addition, MPLS started paying directors’ fees during 2017. 

Software development expenses for the year ended December 31, 2017 were $148,301 compared to $nil 
in 2016.  During the year ended December 31, 2017, the Company recognized an impairment of 2016 
intangible assets relating to the software development in the amount of $148,210. 

Travel and administrative expenses increased by $106,206 the year ended December 31, 2017 to $109,947 
from $3,741 in 2016.  This was due to the transaction with LLC and the increased of consultants. 

The Company granted stock options to the directors and officers during the year ended December 2017.  
The value of those stock options was $185,562 (2016 – $nil) using the Black-Scholes valuation model. 

Rent expense during the year ended December 31, 2017 was $66,6478 and was incurred in LLC.  There 
was no rent expenses recorded in 2016. 

The Company recorded depreciation expense in the amount of $979 during the year ended December 31, 
2017.  There was no depreciation in 2016 as the assets being depreciated was acquired in 2017. 

Liquidity and Capital Resources 

The Company is in the early stages of operations and is in the process of expanding its operations and 
requires additional capital to achieve its strategic objectives. The Company requires additional working 
capital to fund product development and business development efforts. 
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As at December 31, 2017, the Company had a working capital deficit of $263,138. As at the date of this 
report, the Company had working capital of approximately $1,000,000. MPLS is currently not generating 
operating cash flows, and has significant cash requirements to continue its research and development of 
its platforms and administrative overhead.  In order to meet planned future expenditures and development 
costs, the Company will need to raise additional financing. Although MPLS has been successful in obtaining 
financing to date, there can be no assurance that adequate funding will be available in the future, or 
available under terms favourable to the Company. Whether and when the Company can attain profitability 
and positive cash flows is uncertain. These uncertainties represent significant risks to the Company’s ability 
to continue as a going concern. 

The Company is currently working on raising additional funds to address the current working capital 
requirement and the Company has implemented a strict cash flow management process with oversight from 
the board of directors to ensure cash is utilized in the most effective manner. This includes weekly cash 
flow management meetings, budget committee pre-approval of all cash expenses and disbursements, and 
on-going cash balance tracking and management.  

Private Placements 

On May 16, 2017, the Company issued 5,000,000 common shares for gross proceeds of $250,000 through 

a private placement. 

On October 11, 2017, the Company issued 30,000,000 common shares in connection with the transaction 

with LLC GoverMedia Plus. 

The Company issued 1,550,000 common shares, through a private placement, on October 11, 2017.  In 

addition, 55,000 common shares, valued at $11,000, were also issued as finder’s fee payment in connection 

with the private placement. 

Subsequent Events 

On January 8, 2018, the Company issued 2,000,000 common shares and 15,045 warrants in exchange for 

$1,000,000 cash consideration of $1,000,000.  The warrants are exercisable at $0.50 per common share 

and expire on January 8, 2020.  The Company received $811,940 of cash consideration in connection with 

this offering in 2017, which has been recorded as a liability as at December 31, 2017. 

The Company successfully completed its initial public offering on the Canadian Securities Exchange issuing 

a total of 3,546,700 common shares at a price of $0.50 per common share for a gross total proceeds of 

$1,773,350 (including amounts received by the Company prior to December 31, 2017) on February 28, 

2018.  Pursuant to the agency agreement, the Company paid an aggregate cash commission equal 

$131,868 and granted 263,763 warrants at a price of $0.50 per common share expiring on February 28, 

2020.  The agent also received a corporate finance fee, which consisted of cash and 64,955 warrants 

exercisable at $0.50 per share exercisable until January 8, 2020.   

On February 28, 2018, the Company granted 225,000 stock options to an officer and a director of the 

Company.  Each stock option has an exercise price of $0.50 with immediate vesting and expiry of February 

28, 2023. 

The Company received listing approval on the Canadian Stock Exchange and started trading on March 1, 

2018 under the symbol "MPLS".  The Company’s common shares started trading on the Frankfurt Stock 

Exchange on April 10, 2018. 
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The Company created an Advisory Board and granted its members an aggregate of 300,000 stock options 

on March 5, 2018.  Each stock option is exercisable at $0.50 with immediate vesting and expiry of March 

5, 2023. 

On April 2, 2018 the Company granted an aggregate of 1,645,000 stock options to purchase common 

shares of the Company exercisable at a price of $0.51 per share and expiring on April 2, 2023, to certain 

directors, officers, employees and consultants of the Company.  The common shares issuable upon 

exercise of the options are subject to a four-month hold period from the original date of grant.  All options 

vest immediately. 

 

Commitments 

The Company has no commitments for capital expenditures. 

Contingencies and Off-Balance Sheet Arrangements 

The Company has no contingencies and no off-balance sheet arrangements. 

Outstanding Share Data  

As at the date of this report, the following Common Shares and convertible securities of the Company are 
issued and outstanding: 

  

Common Shares – issued and outstanding 43,246,056 

Stock options – vested and unvested 4,270,000 

Warrants 343,736 

Future Accounting Changes 

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments – to replace IAS 39 Financial 

Instruments: Recognition and Measurement, replacing the current classification and measurement criteria 

for financial asset and liabilities with only two classification categories: amortized cost and fair value.  The 

standard is effective for annual periods beginning on or after January 1, 2018, with early adoption permitted. 

The Corporation has not yet adopted this standard and is in the process of determining the impact of this 

standard.   The mandatory effective date is for annual periods beginning on or after January 1, 2018 and 

must be applied retrospectively with some exemptions.  The Company will adopt IFRS 9 in its financial 

statements for the annual period beginning on January 1, 2018. The Company completed its analysis to 

assess the impact of the standard and does not expect the standard to have a material impact on the 

financial statements.  

In June 2016, the IASB issued amendments to IFRS 2, Share-based Payment (“IFRS 2”), clarifying how to 

account for certain types of share-based payment transactions. The amendments apply for annual periods 

beginning on or after January 1, 2018 with prospective application. Retrospective, or early, application is 

permitted if information is available without the use of hindsight. The Company will adopt the amendments 

to IFRS 2 in its financial statements for the annual period beginning on January 1, 2018. The Company 
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completed its analysis to assess the impact of the amendments and does not expect the amendments to 

have a material impact on the financial statements. 

 IFRS 15, Revenue from Contracts with Customers (“IFRS 15”) was issued in May 2014. The standard 

outlines a single comprehensive model for entities to use in accounting for revenues arising from contracts 

with customers. It supersedes current revenue recognition guidance including IAS 18 Revenues, IAS 11 

Construction Contracts and related interpretations. The new revenue model applies to all contracts with 

customers except those that are within the scope of other IFRSs, such as leases, insurance contracts and 

financial instruments. The new standard is effective for annual periods beginning on or after January 1, 

2018. The Company completed its analysis to assess the impact of the standard on the financial statements. 

The Company does not have operating revenue and therefore, there will be no impact on the financial 

statements at this time.   

On January 13, 2016 the IASB issued IFRS 16 Leases. The new standard is effective for annual periods 

beginning on or after January 1, 2019. Earlier application is permitted for entities that apply IFRS 15 

Revenue from Contracts with Customers at or before the date of initial adoption of IFRS 16. IFRS 16 will 

replace IAS 17 Leases. This standard introduces a single lessee accounting model and requires a lessee 

to recognize assets and liabilities for all leases with a term of more than 12 months, unless the underlying 

asset is of low value. A lessee is required to recognize a right-of-use asset representing its right to use the 

underlying asset and a lease liability representing its obligation to make lease payments. The Company 

intends to adopt IFRS 16 in its financial statements for the annual period beginning on January 1, 2019. 

The extent of the impact of adoption of the standard has not yet been determined. 

 

Transactions with Related Parties  

 

During the year ended December 31, 2017, officers, directors, and management, which are considered key 

management personnel, compensation was $188,356 (2016 - $nil).  Management compensation has been 

included in the consulting fees and payroll costs account: 

 
As at December 31, 2017 2016 

Consulting and directors’ fees $          117,000            $                     - 

Share-based compensation 71,356 - 

 $          188,356        $                     - 

 
As at December 31, 2017, $1,000 was due to a director. 

During the year, the Company issued 1,094,355 common shares to a company controlled by a director of 
the Company to settle a loan in the amount of $328,307.  The loan had a maturity date of December 31, 
2017 with an interest rate of 1%.  The loan was recorded at amortized cost using an effective interest rate 
of 14%. 

As at December 31, 2016, amounts due to related parties include a loan from Crown Capital Group Ltd, a 
company under control of a director of the Company, with the carrying amount of amount of $164,320.  

During the year ended December 31, 2017 the Company recognized finance cost in the amount of $3,141 
(2016 – $3,826) in relation to the loan from the related party.   

 

During 2017, the Company received a contribution from shareholder in the amount of $9,202. 
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Financial Instruments 

Financial assets and financial liabilities are recognized when the Company becomes a party to the 
contractual provisions of the financial instrument, which is typically when they originate. 

Financial assets: 

The Company classifies its financial assets into one of the following categories, depending on the purpose 
for which the asset was acquired – fair value through profit or loss, loans and receivables, held-to-maturity 
investments or available for sale.  The Company's accounting policy for each category is as follows:  

Loans and receivables - Initially recognized at fair value plus transaction costs that are directly attributable 
to the acquisition or issuance, and subsequently carried at amortized cost less impairment, if any.    The 
Company classifies its cash and cash equivalents, and other receivables as loans and receivables.  

The Company has no financial assets classified as fair value through profit or loss or available-for-sale. 

Transaction costs associated with fair value through profit or loss financial assets are expensed as 
incurred, while transaction costs associated with all other financial assets are included in the initial carrying 
amount of the asset.  

 Financial liabilities: 

The Company classifies its financial liabilities into one of the following two categories, depending on the 
purpose for which the asset was acquired fair value through profit or loss or other financial liabilities.  

Other financial liabilities - items in this category are initially measured at fair value, net of transaction costs 
directly attributable to its issuance, and are subsequently measured at amortized cost using the effective 
interest method, with interest expense recognized on an effective yield basis.  The Company classifies its 
accounts payable and accrued liabilities, loans and borrowings and share subscription payable as other 
financial liabilities.  

The Company has no financial liabilities classified as fair value through profit or loss. 

 Impairment of financial assets: 

 

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to 
determine whether there is objective evidence that it is impaired.  A financial asset is impaired if objective 
evidence indicates that a loss event has occurred after the initial recognition of the asset and that the loss 
event had a negative effect on the estimated future cash flows of that asset that can be estimated reliably.  

An impairment loss in respect of a financial asset measured at amortized cost is calculated as the 
difference between its carrying amount and the present value of the estimated future cash flows discounted 
at the asset's original effective interest rate.  

Disclosure Controls and Procedures & Internal Controls over Financial Reporting 

 
In accordance with the Canadian Securities Administrators National Instrument 52-109 (“NI 52-109”), 
Certification of Disclosure in Issuers’ Annual and Interim Filings, the Company has filed certificates signed 
by the Chief Executive Officer and the Chief Financial Officer had, among other things, report on the design 
and effectiveness of disclosure controls and procedures and the design and effectiveness of internal 
controls over financial reporting. 

The Company continues to review and document its disclosure controls and procedures and internal 
controls over financial reporting and may, from time to time, make changes aimed at enhancing their 
effectiveness and to ensure that its systems evolve with the business.  There were no changes in the 
Company’s internal controls over financial reporting during the year ended December 31, 2017 that have 
materially affected, or are reasonable likely to materially affect, its disclosure controls and procedures and 
internal controls over financial reporting. 
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Risks and Uncertainties 

The Corporation has a limited history of operations and may not be successful in achieving a 
return for investors. 

The Corporation is in the early stage of development and must be considered a start-up. As such, the 
Corporation is subject to many risks common to such enterprises, including under-capitalization, cash 
shortages, limitations with respect to personnel, financial and other resources and the lack of revenues. 
There is no assurance that the Corporation will be successful in achieving a return on Shareholders' 
investment and the likelihood of success must be considered in light of its early stage of operations. The 
Corporation has no intention of paying any dividends in the near future. 

The Corporation has limited financial resources, has not earned any revenue since commencing 
operations has no source of operating cash flow and there is no assurance that additional funding will be 
available to it for further development of the Corporation's technologies or platform or to fulfill its obligations 
under any applicable agreements. There can be no assurance that the Corporation will be able to 
obtain adequate financing in the future or that the terms of such financing will be favourable. Failure 
to obtain such additional financing could result in delay or indefinite postponement of further 
development of the Corporation's technology and Ecosystem. 

The Corporation Has a History of Negative Cash Flow From Operating Activities 

The Corporation had negative cash flow from operating activities in its most recently completed financial 
year, and, accordingly, some or all of the net proceeds of the Offering will be used to fund any negative 
operating cash flow. 

Security breaches and attacks against the Corporation's systems and any potentially resulting 
breach or failure to otherwise protect confidential and proprietary information could damage the 
Corporation's reputation and negatively impact the Corporation's business, as well as materially 
and adversely affect the Corporation's financial condition and results of operations. 

Technology is central to virtually all aspects of the GoverMedia Canada’s business. The nature of this 
business makes GoverMedia Russia particularly at risk for potential computer viruses, cyber-attacks, 
phishing attacks, denial-of-service attacks, and security breaches. Techniques used for such attacks 
change frequently, and the sources of such attacks are often difficult or impossible to trace. As such, the 
Corporation's cybersecurity measures may be unable to detect or prevent all attempts to compromise the 
Corporation's systems. To date, GoverMedia Russia has not been exposed to any cyber-attack. However, 
future breaches of the GoverMedia Russia's cybersecurity measures could result in unauthorized access 
to its systems, misappropriation of information or data, deletion or modification of user information, or a 
denial-of-service or other interruption to the Corporation's business operations. 

If GoverMedia Canada is unable to avert these attacks and security breaches, GoverMedia Canada could 
be subject to significant legal and financial liability, the Corporation's reputation would be harmed and 
GoverMedia Canada could sustain substantial revenue loss from lost sales and customer dissatisfaction. 
Cyber-attacks may target the Corporation, the Corporation's sellers, buyers or other participants, or the 
communication infrastructure on which GoverMedia Canada will depend. Actual or anticipated attacks 
and risks may cause the Corporation to incur significantly higher costs, including costs to deploy additional 
personnel and network protection technologies, train employees, and engage third-party experts and 
consultants. Cybersecurity breaches would not only harm the Corporation's reputation and business, 
but also could materially decrease the Corporation's revenue and net income. 

GoverMedia Canada expects to be subject to these types of attacks, although it is unknown how frequently 
this will occur. Although the Corporation does not maintain insurance which covers cyber- attacks, it 
intends to mitigate the risk of cyber-attack by employing significant resources to develop the 
Corporation's security measures against breaches and developing specialized systems for dealing with 
cyber security risk. Specifically, the Corporation will ensure the maintenance of antivirus and intrusion 
prevention systems. Moreover, GoverMedia Canada will ensure that staff, officers, and directors of the 
Corporation are properly educated on cyber-security risks and the prevention of attacks. 
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To protect against specific forms of cyberattacks and unauthorized access, GoverMedia Russia uses the 
following methods: 

 Password prediction attacks: malicious software can be utilized to randomly and algorithmically 
guess passwords based on user information and other data. These relatively simple attacks can be 
thwarted by limiting the number of authorization attempts that may be made by a user without either 
a password reset or delay period (e.g. three incorrect attempts to enter the password results 
inability to access site for 15 minutes); 
 

 Cross-site scripting (XSS): XSS is a type of injection attack where malicious scripts are inserted 
into otherwise benign and trusted websites. With XSS, the attacker uses a web application to 
send malicious code, generally in the form of a browser side script, to a different end user. The 
end user’s browser has no way of knowing that the script should not be trusted, and will execute 
the script. Attackers can use XSS vulnerabilities to bypass access controls such as the same- 
origin policy. The effect of XSS attacks can range from a nuisance to a significant security risk, 
depending on the sensitivity of the data and the nature of any security mitigation implemented. 
Flaws that allow these attacks to succeed can occur whenever a web application uses input from 
a user to generate output, without validating or encoding the data. GoverMedia Russia protects 
against the unauthorized modification of the html code through input parameters transmitted by 
the POST method (power-on self-test). In computing, POST is a request method supported by 
the HTTP protocol used by the World Wide Web. By design, the POST request method requests 
that a web server accept the data enclosed in the body of the request message. It is often used 
when uploading a file or when submitting a completed web form. 
 

 Cross Site Request Forgery attacks (CSRF): CSRF is an attack that forces an end user to 
execute unwanted actions on a web application in which they are currently authenticated. CSRF 
attacks specifically target state-changing requests, not theft of data, since the attacker has no 
way to see the response to the forged request. An attacker may trick the users of a web 
application into executing actions of the attacker's choosing. If the victim is a normal user, a 
successful CSRF attack can force the user to perform state changing requests, for example 
transferring funds or changing their email address. If the victim is an administrative account, 
CSRF can compromise the entire web application. Protections for these types of attacks is 
addressed by checking and filtering the source addresses and their requests to the server. 
 

 Cross-origin resource sharing attacks (CORS): CORS is a mechanism that enables a web browser 
to perform "cross-domain" requests in a controlled manner. Insecure configurations permit all 
domains access to the system and can lead to access of sensitive data. GoverMedia Russia's 
platforms protect against this type of attack by adding special information to the header of each 
request so that each request may be tested for authenticity. 
 

 Data link-layer attacks: Attacks against the data link-layer, range from address resolution protocol 
cache poisoning for wired clients to de-authentication of wireless clients. These attacks can often 
go unnoticed since intrusion detection systems typically look at the network layer and above to 
detect attacks. Protection from these attacks is addressed by GoverMedia Russia by using the 
SSL (Secure Sockets Layer) data encryption protocol, which is a protocol which creates a secure 
connection between a client and the server. SSL works by using a cryptographic system that 
uses two keys to encrypt data. 
 

 Protection from requests from suspicious IP addresses. This type of protection is implemented 
with the firewall and allows GoverMedia Russia to create a list of valid IP addresses and block 
requests to the server from suspicious addresses. 
 

GoverMedia Canada may be subject to allegations and lawsuits claiming that items listed on the 
Corporation's marketplaces are pirated, counterfeit or illegal. 
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GoverMedia Canada anticipates that it will receive in the future, communications alleging that items 
offered or sold through GoverMedia Russia's online marketplaces by third parties or that GoverMedia 
Russia makes available through other services, infringe third-party copyrights, trademarks and patents or 
other intellectual property rights. Although GoverMedia Canada intends to adopt measures to verify the 
authenticity of products sold on GoverMedia Russia's marketplaces by physically inspecting samples of 
each product and minimize potential infringement of third-party intellectual property rights through 
GoverMedia Russia's intellectual property infringement complaint and take-down procedures, these 
measures may not always be successful. GoverMedia Canada may be subject to allegations of civil or 
criminal liability based on allegedly unlawful activities carried out by third parties through GoverMedia 
Russia's online marketplaces. GoverMedia Canada may be subject to allegations that it and GoverMedia 
Russia were participants in or facilitators of such allegedly unlawful activities. 

When GoverMedia Russia receives complaints or allegations regarding infringement or counterfeit goods, 
GoverMedia Canada will follow certain procedures to verify the nature of the complaint and the relevant 
facts by referring such matters to the GoverMedia Russia's investigations group for physical testing. 
GoverMedia Canada believes these procedures will be important for purposes of investigating the 
allegations in question so that GoverMedia Canada can ensure confidence in GoverMedia Russia's 
marketplace among buyers and sellers; however, these procedures could result in delays in delistings of 
allegedly infringing product listings. In the event that alleged counterfeit or infringing products are listed or 
sold on the GoverMedia Russia's marketplaces or the Corporation's other services, GoverMedia Canada 
could face claims relating to such listings or sales or for the Corporation's alleged failure to act in a timely 
or effective manner in response to infringement or to otherwise restrict or limit such sales or infringement. 

GoverMedia Canada may implement further measures in an effort to strengthen the Corporation's 
protection against these potential liabilities that could require the Corporation to spend substantial 
additional resources and/or experience reduced revenues by discontinuing certain service offerings. In 
addition, these changes may reduce the attractiveness of the GoverMedia Russia's marketplaces and 
other services to buyers, sellers or other users. A customer whose content is removed or whose services 
are suspended or terminated by the Corporation, regardless of the Corporation's compliance with the 
applicable laws, rules and regulations, may dispute the Corporation's actions and commence action 
against the Corporation and GoverMedia Russia for damages based on breach of contract or other 
causes of action or make public complaints or allegations. Any costs incurred as a result of liability or 
asserted liability relating to the sale of unlawful goods or other infringement could harm the Corporation's 
business. 

GoverMedia Canada's brand name and the Corporation's business may be harmed by aggressive 
marketing and communications strategies of the Corporation's competitors. 

Due to intense competition in the Corporation's industry, from such competitors as AliExpress, WhatsApp 
and Facebook, among others, GoverMedia Canada may be the target of incomplete, inaccurate and false 
statements about the Corporation's business and the Corporation's services that could damage the 
Corporation's and the Corporation's management’s reputation and the Corporation's brand and materially 
deter consumers from making purchases on the Corporation's marketplaces. GoverMedia Canada's 
ability to respond to the Corporation's competitors’ marketing efforts may be limited by legal prohibitions 
on permissible public communications by GoverMedia Canada during the Corporation's initial public 
offering process or during future periods. 

An occurrence of a natural disaster could have a material adverse effect on the Corporation's 
business, financial condition and results of operations. 

GoverMedia Canada's business could be materially and adversely affected by natural disasters, such as 
snowstorms, earthquakes, fires or floods, or other events, such as wars, acts of terrorism, environmental 
accidents, power shortages or communication interruptions in the jurisdictions where its hardware is 
located. The occurrence of such a disaster in Russian-speaking regions or elsewhere in the world could 
materially disrupt the Corporation's business and operations. Such events could also significantly impact 
the Corporation's industry and cause a temporary closure of the facilities GoverMedia Canada will use for 
the Corporation's operations, which would severely disrupt the Corporation's operations and have a 
material adverse effect on the Corporation's business, financial condition and results of operations. In 
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addition, the Corporation's revenue and profitability could be materially reduced to the extent that a 
natural disaster harms the global or local economy in general. GoverMedia Canada's operations could 
also be severely disrupted if the Corporation's buyers, sellers or other participants were affected by such 
natural disasters. 

If third-party service providers on the Ecosystem fail to provide reliable or satisfactory services, 
the Corporation's business, financial condition and results of operations may be materially and 
adversely affected. 

In addition to services to be provided to GoverMedia Russia's Ecosystem by distribution and logistics 
providers, a number of third-party participants, including marketing affiliates, retail operational partners, 
independent software vendors, or ISVs, and various professional service providers, will also provide 
services to sellers. GoverMedia Russia does not have any agreements that require these third-party 
participants to provide services to sellers. To the extent these third-party service providers are unable to 
provide satisfactory services to sellers on commercially acceptable terms or at all or if GoverMedia Russia 
fails to retain existing or attract new quality service providers to its marketplaces, GoverMedia Russia's 
ability to retain or attract sellers and buyers may be severely limited, which may have a material and 
adverse effect on the Corporation's business, financial condition and results of operations. 

GoverMedia Russia's sellers will use third-party logistics and delivery companies to fulfill and 
deliver their orders. If these logistics and delivery companies fail to provide reliable delivery 
services, or its logistics information platform were to malfunction, suffer an outage or otherwise 
fail, the Corporation's business and prospects, as well as the Corporation's financial condition 
and results of operations, may be materially and adversely affected. 

Interruptions to or failures in the third-parties’ logistics and delivery services, or in the LLC's logistics 
information platform, could prevent the timely or proper delivery of products to buyers, which would harm 
the reputation of GoverMedia Russia's marketplaces and the Ecosystem. These interruptions may be due 
to events that are beyond the Corporation's control or the control of these logistics and delivery 
companies, such as inclement weather, natural disasters, transportation disruptions or labor unrest. 
These logistics and delivery services could also be affected or interrupted by industry consolidation, 
insolvency or government shut-downs. GoverMedia Russia does not have agreements with logistics and 
delivery companies that require them to offer services to the Corporation's sellers. The sellers on the 
GoverMedia Russia's marketplaces may not be able to find alternative logistics and delivery companies to 
provide logistics and delivery services in a timely and reliable manner, or at all. If the logistics information 
platform GoverMedia Russia uses were to fail for any reason, the Corporation's logistics providers would 
be severely hindered from or unable to connect with LLC's sellers and their services and the functionality 
of the Ecosystem could be severely affected. If the products sold on GoverMedia's marketplaces are not 
delivered in proper condition, on a timely basis or at shipping rates that marketplace participants are 
willing to bear, the Corporation's business and prospects, as well as the Corporation's financial condition 
and results of operations could be materially and adversely affected. 

If GoverMedia Russia is unable to compete effectively, the Corporation's business, financial 
condition and results of operations would be materially and adversely affected. 

GoverMedia Russia faces intense competition from global internet companies as well as from offline 
retailers, particularly those establishing online marketplaces. GoverMedia Russia will compete to attract, 
engage and retain buyers based on the variety and value of products and services listed on the LLC's 
marketplaces, overall user experience and convenience and availability of payment settlement and 
logistics services. GoverMedia Russia will compete to attract and retain sellers based on the LLC's size 
and the engagement of buyers, and the effectiveness and value of the marketing services GoverMedia 
Russia offers. GoverMedia Russia also competes based on the usefulness of the services it provides, 
including marketing data and data science, cloud computing services, the  availability of supporting 
services including payment settlement and logistics services and the quality of the LLC's customer 
service. GoverMedia Russia also competes for motivated and effective talent and personnel, including 
engineers and product developers that serve critical functions in the development of GoverMedia Russia's 
products and the Ecosystem. 
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GoverMedia Russia's ability to compete depends on a number of other factors as well, some of which 
may be out of the Corporation's control, including: 

 the  timely  introduction  and  market  acceptance  of  the  services  GoverMedia  Russia  offers, 
compared to those of the LLC's competitors; 

 GoverMedia Russia's ability to innovate and develop new technologies; 

 GoverMedia Russia's ability to maintain and enhance the Corporation's leading position in mobile 
commerce in Russian-speaking jurisdictions; 

 the Corporation's ability to benefit from new business initiatives; and 

 alliances, acquisitions or consolidations within the internet industry that may result in stronger 
competitors. 

If GoverMedia Russia is not able to compete effectively, the gross market value transacted on 
GoverMedia Russia's marketplaces and the user activity level on its platform may not ever become 
significant, which could materially and adversely affect the Corporation's business, financial condition and 
results of operations as well as the Corporation's brand. 

If GoverMedia Russia is not able to continue to innovate or if GoverMedia Canada fails to adapt to 
changes in the Corporation's industry, the Corporation's business, financial condition and results 
of operations would be materially and adversely affected. 

The internet industry is characterized by rapidly changing technology, evolving industry standards, new 
service and product introductions and changing customer demands. Furthermore, the Corporation's 
competitors are constantly developing innovations in internet search, online marketing, communications, 
social networking and other services to enhance users’ online experience. GoverMedia Canada continues 
to invest significant resources in GoverMedia Russia's infrastructure, research and development and 
other areas in order to enhance the Corporation's platform technology and GoverMedia Russia's existing 
products and services as well as to introduce new high quality products and services that will attract more 
participants to its marketplaces. The changes and developments taking place in the  Corporation's industry 
may also require GoverMedia Canada to re-evaluate GoverMedia Russia's business model and adopt 
significant changes to the Corporation's long-term strategies and  business  plan. GoverMedia Canada's 
failure to innovate and adapt to these changes would have a material adverse effect on the 
Corporation's business, financial condition and results of operations. 

The Corporation will require future financing to achieve its long-term objectives 

The Corporation may need additional financing to continue in business and to implement its business 
plan. If financing is obtained by issuing Common Shares from treasury, control of the Corporation may 
change and Subscribers under the Offering may suffer additional dilution. 

A purchaser of the Offered Shares under the Offering will purchase such shares at a substantial 
premium to the current book value per Common Share 

The Offering Price of $0.50 per Offered Share is substantially higher than the current book value per 
share of the Common Shares issued prior to the Closing. As a result, purchasers of Offered Shares 
pursuant to the Offering will experience immediate dilution. 

Maintaining the trusted status of the technology Ecosystem is critical to the Corporation’s 
success, and any failure to do so could severely damage its reputation and brand, which would 
have a material adverse effect on the business, financial condition and results of operations. 

GoverMedia Canada is working on establishing a brand name and reputation for its Ecosystem in Russia. 
Any loss of trust in the platform could harm the value of the brand and result in buyers and sellers ceasing 
to transact business on the proprietary marketplaces as well as participants reducing the level of their 
commercial activity in the Ecosystem, which could materially reduce the Corporation's revenue and 
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profitability. GoverMedia Canada's ability to develop and then maintain its position as a trusted platform 
for online and mobile commerce is based in large part upon: 

 the reliability and security of the platform; 
 

 the functionality of products and the wide range of services and functions made available to 
participants on the platform; 
 

 the rules governing the proprietary marketplaces; 
 

 the  quality  and  breadth  of  products  and  services  offered  by  sellers  through  proprietary 
marketplaces; and 
 

 the strength of the Corporation's consumer protection measures. 
 

GoverMedia Russia may not be able to maintain and improve the network effects of the 
technology Ecosystem, which could negatively affect the Corporation's business and prospects. 

GoverMedia Russia's ability to maintain a healthy and vibrant Ecosystem that creates strong network 
effects between buyers, sellers and other participants is critical to the Corporation's success. 

The extent to which GoverMedia Russia is able to maintain and strengthen  these  network  effects depends 
on its ability to: 

 offer a secure and open platform for all participants; 
 

 provide tools and services that meet the evolving needs of buyers and sellers; 
 

 provide a wide range of high-quality product and service offerings to buyers; 
 

 provide sellers with a high level of traffic flow with strong commercial intent and effective online 
marketing services; 
 

 enhance the attractiveness of its mobile platform; 
 

 arrange secure and trusted payment settlement and escrow services; 
 

 coordinate fulfillment and delivery services with third-party logistics and delivery companies; 
 

 attract and  retain  third  party  service  providers  who  are  able  to  provide  quality  services  on 
commercially reasonable terms to the platform's sellers; 
 

 maintain the quality of the LLC's customer service; and 

 continue adapting to the changing demands of the market. 

In addition,  changes GoverMedia Canada may make to  enhance  and  improve  the  Ecosystem  and 
balance the needs and interests of the various participants on the Ecosystem may be viewed positively 
from one participant group’s perspective (such as buyers) but may have negative effects from another 
group’s perspective (such as sellers). If GoverMedia Russia fails to balance the interests of all 
participants in the Ecosystem, buyers, sellers and other participants may stop visiting  GoverMedia 
Russia's marketplaces, conduct fewer transactions or use alternative platforms, any of which could result 
in a material decrease in the Corporation's revenue and net income. 

User behavior on mobile devices is rapidly evolving, and if GoverMedia Russia fails to 
successfully adapt to these changes, the Corporation's competitiveness and market position may 
suffer. 
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Buyers, sellers and other participants are increasingly using mobile devices for a wide range of purposes, 
including for e-commerce. While a significant portion of participants are expected to access GoverMedia 
Russia's platforms through mobile devices, this area is relatively new and developing rapidly and 
GoverMedia Canada may not be able to increase the level of mobile access to and engagement 
GoverMedia Russia's marketplaces. The variety of technical and other configurations across different 
mobile devices and platforms increases the challenges associated with this environment. GoverMedia 
Russia's ability to successfully expand the use of mobile devices to access it platform is affected by the 
following factors: 

 GoverMedia Russia's ability to continue to provide compelling commerce platforms and tools in a 
multi-device environment by enhancing features, adding new services and utilizing easy-to-use 
user interfaces; 
 

 the quality of GoverMedia Russia's mobile offerings, or mobile-based payment services; 
 

 GoverMedia Russia's ability to successfully deploy apps on popular mobile operating systems that 
GoverMedia Russia do not control, such as iOS and Android; 
 

 GoverMedia Russia's ability to adapt to the device standards used by third-party manufacturers 
and distributors; and 
 

 the attractiveness of alternative platforms. 

If GoverMedia Russia is unable to attract significant numbers of new mobile buyers and increase levels of 
mobile engagement over time, the Corporation's ability to maintain or grow the Corporation's business 
would be materially and adversely affected. 

GoverMedia Russia may not be able to successfully monetize traffic on the mobile platform, 
which could have a material adverse effect on the Corporation's business. 

A large percentage of the GoverMedia Russia's users are expected to access the marketplaces through 
mobile devices, a trend that GoverMedia Canada expects to continue. GoverMedia Canada's ability to 
monetize the mobile user traffic is critical to the Corporation's business and the Corporation's growth. 
GoverMedia Canada face a number of challenges to successfully monetizing the mobile user traffic, 
including: 

 providing marketing services in a compelling and effective manner on mobile devices; 
 

 developing alternative sources of revenue generated from mobile access to GoverMedia Russia's 
marketplaces; 
 

 offering a comprehensive user experience on GoverMedia Russia's mobile apps; and 
 

 ensuring that the mobile services GoverMedia Russia provide are secure and trusted. 

If GoverMedia Canada is unable to monetize increased mobile use, the Corporation's business may not 
grow or could decline, and the Corporation's revenues and net income would be materially reduced. 
GoverMedia Canada expects mobile usage as a percentage of total usage to grow and the Corporation's 
monetization rates for mobile interfaces in the near term may be lower than those GoverMedia Canada 
achieves from websites. Going forward GoverMedia Canada believes the Corporation's financial results will 
become increasingly dependent on GoverMedia Russia's ability to monetize the use of mobile devices to 
access the marketplaces. GoverMedia Canada expect this trend will have a greater effect on the 
Corporation's business to the extent that shopping on mobile devices displaces transactions that could have 
occurred on personal computers. 

GoverMedia Canada may not be able to maintain or grow the Corporation's revenue or the 
Corporation's business. 
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GoverMedia Russia's marketing customers will typically be brand owners, distributors and merchants who 
are sellers on marketplaces. Marketing customers will not have long-term marketing commitments with 
GoverMedia Russia. The price a merchant is willing to pay for online marketing services generally depends 
on its expected gross market value, profit margins and lifetime value of customers derived from such 
marketing investment. If those services do not generate the rate of return expected by the seller or rates 
that are competitive to alternatives, the seller may reduce its spending on the marketing services 
GoverMedia Russia offers. 

For GoverMedia Russia's wholesale marketplaces, GoverMedia Russia will primarily derive revenues from 
membership fees. Potential changes in the Corporation's strategy for monetizing GoverMedia Russia's 
wholesale marketplaces could result in prolonged reductions in revenue from those marketplaces. 

In addition, the Corporation's revenue growth may slow or the Corporation's revenues may decline for other 
reasons, including decreasing consumer spending, increasing competition, slowing growth of the retail or 
online retail industry in the jurisdictions where GoverMedia Canada competes, changes in government 
policies or general economic conditions. In addition, the Corporation's revenue growth rate will likely decline 
as the Corporation's revenue grows to higher levels. 

GoverMedia Canada's business will generate and processes a large amount of data, and the 
improper use or disclosure of such data could harm the Corporation's reputation as well as have 
a material adverse effect on the Corporation's business and prospects. 

GoverMedia Canada's marketplaces and platform's will generate and process a large quantity of 
personal, transaction, demographic and behavioral data. GoverMedia Canada faces risks inherent in 
handling large volumes of data and in protecting the security of such data. In particular, GoverMedia 
Canada face a number of challenges relating to data from transactions and other activities on the 
platform, including: 

 protecting the data in and hosted on GoverMedia Russia's system, including against attacks on 
GoverMedia Russia's system by outside parties or fraudulent behavior by GoverMedia Russia's 
employees; 
 

 addressing concerns related to privacy and sharing, safety, security and other factors; and 
 

 complying with applicable laws, rules and regulations relating to the collection, use, disclosure or 
security of personal information, including any requests from regulatory and government authorities 
relating to such data. 

Any systems failure or security breach or lapse that results in the release of user data could harm the 
Corporation's reputation and brand and, consequently, the Corporation's business, in addition to exposing 
us to potential legal liability. 

As GoverMedia Canada expand GoverMedia Russia's operations, GoverMedia Canada may be subject 
to additional laws in other jurisdictions where GoverMedia Russia's sellers, buyers and other participants 
are located. The laws, rules and regulations of other jurisdictions may impose more stringent or conflicting 
requirements and penalties than those in Russian-speaking jurisdictions or Canada, compliance with 
which could require significant resources and costs. GoverMedia Russia's privacy policies and practices 
concerning the collection, use and disclosure of user data are posted on the Corporation's website. Any 
failure, or perceived failure, by GoverMedia Russia to comply with its posted privacy policies or with any 
regulatory requirements or privacy protection-related laws, rules and regulations could result in 
proceedings or actions against us by governmental entities or others. These proceedings or actions may 
subject the Corporation to significant penalties and negative publicity, require the Corporation to change 
the Corporation's business practices, increase the Corporation's costs and severely disrupt the 
Corporation's business. 

 

Failure to maintain or improve GoverMedia Russia's technology infrastructure could harm the 
Corporation's business and prospects. 
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GoverMedia Canada intends to constantly upgrade GoverMedia Russia's marketplaces and platform to 
provide increased scale, improved performance for both online and mobile use of the platform and 
additional built-in functionality and additional capacity for cloud computing services. Adopting new 
products and upgrading the Ecosystem infrastructure will require significant investments of time and 
resources, including adding new hardware, updating software and recruiting and training new engineering 
personnel. Maintaining and improving the technology infrastructure will require significant levels of 
investment. Adverse consequences could include unanticipated system disruptions, slower response 
times, impaired quality of buyers’ and sellers’ experiences and delays in reporting accurate operating and 
financial information. In addition, much of the software and interfaces GoverMedia Russia will use will be 
internally developed and proprietary technology. If GoverMedia Russia experiences problems with the 
functionality and effectiveness of its software or platforms, or is unable to maintain and constantly improve 
its technology infrastructure to handle the LLC's business needs, the Corporation's business, financial 
condition, results of operation and prospects, as well as the Corporation's reputation, could be materially 
and adversely affected. 

The successful operation of the Corporation's business depends  upon  the  performance and 
reliability of the Internet infrastructure in Russian-speaking Jurisdictions. 

GoverMedia Canada's business depends on the performance and reliability of the internet infrastructure 
in Russian-speaking jurisdictions in which it will compete. Almost all access to the internet is maintained 
through state-owned telecommunication operators under the administrative control and regulatory 
supervision of The Ministry of Telecom and Mass Communications of the Russian Federation also known 
as MinComSvyaz Rossil. In addition, the national networks in such jurisdictions are connected to the 
internet through state-owned international gateways, which are the only channels through which a 
domestic user can connect to the internet outside of these regions. GoverMedia Russia may not have 
access to alternative networks in the event of disruptions, failures or other problems with the internet 
infrastructure. In addition, the internet infrastructure in such regions  may not support  the  demands 
associated with continued growth in internet usage. 

The failure of telecommunications network operators to provide GoverMedia Russia with the requisite 
bandwidth could also interfere with the speed and availability of its websites. GoverMedia Canada has no 
control over the costs of the services provided by the private telecommunications operators. If the prices 
that GoverMedia Russia pays for telecommunications and internet services rise significantly, the 
Corporation's gross margins could be adversely affected. In addition, if internet access fees or other 
charges to internet users increase, GoverMedia Russia's user traffic may decrease, which in turn may 
significantly decrease the Corporation's revenues. 

GoverMedia Russia's Ecosystem could be disrupted by network interruptions. 

GoverMedia Russia's Ecosystem will depend on the efficient and uninterrupted operation of the 
Corporation's computer and communications systems. Substantially all of GoverMedia Russia's computer 
hardware and GoverMedia Russia's cloud computing services will be located in Russia. In addition, the 
Corporation expects that a large number of sellers will maintain their enterprise resources planning, or 
ERP, and customer relationship management, or CRM, systems on GoverMedia Russia's cloud 
computing platform, which will contain substantial quantities of data relating to their accounts, transaction 
data, buyer information and other data that enables sellers to operate and manage their businesses. 
Although GoverMedia Russia will be prepared for contingencies through redundancy measures and 
disaster recovery plans, such preparation may not be sufficient and the Corporation not currently carry 
business interruption insurance. Despite any precautions GoverMedia Russia may take, the occurrence of 
a natural disaster, such as an earthquake, flood or fire, or other unanticipated problems at its facilities in 
Russia, including power outages, telecommunications delays or failures, break-ins to the Corporation's 
systems or computer viruses, could result in delays or interruptions to the marketplaces and platforms, loss 
of the Corporation's and customers’ data and business interruption for the Corporation and the GoverMedia 
Russia's customers. Any of these events could damage the Corporation's reputation, significantly disrupt 
the Corporation's operations and the operations of the sellers and other participants in the Ecosystem and 
subject the Corporation to liability, which could materially and adversely affect the Corporation's business, 
financial condition and results of operations. 
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GoverMedia Canada's failure to manage the growth of GoverMedia Russia, business and operations 
could harm the Corporation. 

GoverMedia Canada's business will become increasingly complex, both in the types of businesses 
GoverMedia Canada operates and their scale. GoverMedia Canada must significantly expand GoverMedia 
Russia's headcount, office facilities and infrastructure, and anticipates that further expansion in certain 
areas and geographies will be required. This expansion will increase the complexity of the Corporation's 
operations and will place a significant strain on the Corporation's management, operational and financial 
resources. GoverMedia Russia must effectively hire, train and manage new employees. If GoverMedia 
Russia's new hires perform poorly or if GoverMedia Russia is unsuccessful in hiring, training, managing 
and integrating new employees, the Corporation's business, financial condition and results of operations 
may be materially harmed. 

Moreover, the Corporation's planned personnel, systems, procedures and controls may not be adequate 
to support the Corporation's future operations. To effectively manage the expected growth of GoverMedia 
Russia's operations and personnel, GoverMedia Canada will need to develop and then improve 
GoverMedia Russia's transaction processing, operational and financial systems, procedures and controls, 
which could be particularly challenging as GoverMedia Canada acquires new operations with different and 
incompatible systems. These efforts will require significant managerial, financial and human resources. 
GoverMedia Canada cannot provide any assurance that it will be able to effectively manage the 
GoverMedia Russia's growth or to implement all these systems, procedures and control measures 
successfully. If GoverMedia Canada is not able to manage GoverMedia Russia's growth effectively, the 
Corporation's business and prospects may be materially and adversely affected. 

Failure to deal effectively with any fraud perpetrated and fictitious transactions conducted on 
GoverMedia Russia's marketplaces and other resources of customer dissatisfaction would harm 
the Corporation's business. 

GoverMedia Canada will face risks with respect to fraudulent activities on GoverMedia Russia's 
marketplaces and periodically receive complaints from buyers who may not have received the goods that 
they had purchased, as well as complaints from sellers who have not received payment for the goods that 
a buyer had contracted to purchase. Although GoverMedia Canada intends to implement various 
measures to detect and reduce the occurrence of fraudulent activities on the marketplaces, there can be 
no assurance that such measures will be effective in combating fraudulent transactions or improving 
overall satisfaction among GoverMedia Russia's sellers, buyers and other participants. Additional 
measures that GoverMedia Canada takes to address fraud could also negatively affect the attractiveness 
of GoverMedia Russia's marketplaces to buyers or sellers. In addition, sellers on GoverMedia Russia's 
marketplaces may be asked to contribute to a fund to provide consumer protection  guarantees. If 
GoverMedia Russia's sellers do not perform their obligations under these programs, then GoverMedia 
Russia may use funds that have been deposited by sellers in a consumer protection fund to compensate 
buyers. If the amounts in the fund are not sufficient, GoverMedia Canada may choose to compensate 
buyers for such losses although GoverMedia Canada may not be legally obligated to do so. Although 
GoverMedia Canada may have recourse against GoverMedia Russia's sellers for any amounts 
GoverMedia Canada incurs, there is no assurance that GoverMedia Russia would be able to collect from 
the Corporation's sellers. 

In addition to fraudulent transactions with legitimate buyers, sellers may also engage in fictitious or 
"phantom" transactions with themselves or collaborators in order to artificially inflate their own ratings on 
GoverMedia Russia's marketplaces, reputation and search results rankings. These activities may harm 
other sellers by enabling the perpetrating seller to be favored over legitimate sellers, and may harm 
buyers by deceiving them into believing that a seller is more reliable or trusted than the seller actually is. 

Moreover, illegal, fraudulent or collusive activities by GoverMedia Russia's employees could also subject 
the Corporation to liability or negative publicity. GoverMedia Canada cannot provide any assurance that 
control and policies will prevent fraud or illegal activity by GoverMedia Russia's employees or that 
material incidents will not occur in the future. Any such illegal, fraudulent or collusive activity could 
severely damage the Corporation's brand and reputation as an operator of trusted marketplaces, which 
could drive users and buyers away from GoverMedia Russia's marketplaces, and materially and 
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adversely affect gross market value transacted on GoverMedia Russia's marketplaces, the Corporation's 
revenues and the Corporation's net income. 

Negative publicity and user sentiment generated as a result of actual or alleged fraudulent or deceptive 
conduct on the platform or by GoverMedia Russia's employees could severely diminish consumer 
confidence in and use of the Corporation's services, reduce GoverMedia Russia's ability to attract new or 
retain current sellers, buyers and other participants, damage the Corporation's reputation and diminish 
the value of the Corporation's brand names, and materially and adversely affect the Corporation's business, 
financial condition and results of operations. 

GoverMedia Canada may be accused of infringing intellectual property rights of third parties and 
content restrictions of relevant laws. 

Third parties may claim that the technology used in the operation of the platforms or GoverMedia 
Russia's service offerings, including GoverMedia Russia's cloud computing services, infringes upon their 
intellectual property rights. The possibility of intellectual property claims against the Corporation increases 
as GoverMedia Russia continues to grow, particularly internationally. Such claims, whether or not having 
merit, may result in the Corporation's expenditure of significant financial and management resources, 
injunctions against the Corporation or payment of damages. GoverMedia Canada may need to obtain 
licenses from third parties who allege that GoverMedia Canada have infringed their rights, but such 
licenses may not be available on terms acceptable to the Corporation or at all. These risks have been 
amplified by the increase in the number of third parties whose sole or primary business is to assert such 
claims. 

Certain jurisdictions in which GoverMedia Russia may compete have enacted laws and regulations 
governing internet access and the distribution of products,  services,  news,  information,  audio-video 
programs and other content through the internet. If such governments have prohibited the distribution of 
information through the internet that it deems to be in violation of local laws and regulations, any of the 
information disseminated through the marketplaces and websites deemed by such government to violate 
any content restrictions, GoverMedia Russia would not be able to continue to display such content and 
could become subject to penalties, including confiscation of income, fines, suspension of business and 
revocation of required licenses, which could materially and adversely affect the Corporation's business, 
financial condition and results of operations. 

The outcome of any claims, investigations and proceedings is inherently uncertain, and in any event 
defending against these claims could be both costly and time-consuming, and could significantly divert 
the efforts and resources of the Corporation's management and other personnel. An adverse 
determination in any such litigation or proceedings could cause the Corporation to pay damages, as well 
as legal and other costs, limit the Corporation's ability to conduct business or require the Corporation to 
change the manner in which GoverMedia Russia operates. 

GoverMedia Canada may face challenges in expanding the Corporation's cross-border operations. 

As GoverMedia Canada plans to expand GoverMedia Russia's operations into a number of markets in 
Russian-speaking regions, GoverMedia Canada will face risks associated with expanding into markets in 
which GoverMedia Canada have limited or no experience and in which the Corporation's brand may be 
less well-known. GoverMedia Russia may be unable to attract a sufficient number of customers and other 
participants, fail to anticipate competitive conditions or face difficulties in operating effectively in these 
new markets. The expansion of the Corporation's business will also expose the Corporation to risks 
relating to staffing and managing cross-border operations, increased costs to protect intellectual property, 
tariffs and other trade barriers, differing and potentially adverse tax consequences, increased and 
conflicting regulatory compliance requirements, lack of acceptance of the Corporation's service offerings, 
challenges caused by distance, language and cultural differences, exchange rate risk and political 
instability. Accordingly, any efforts GoverMedia Canada make to expand GoverMedia Russia's cross- 
border operations may not be successful, which could limit the Corporation's ability to grow the 
Corporation's revenue, net income and profitability. 

GoverMedia Canada may not be able to protect GoverMedia Russia's intellectual property rights. 
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GoverMedia Canada will rely on a combination of trademark, fair trade practice, patent, copyright and 
trade secret protection laws in certain Russian-speaking regions and other jurisdictions, as well as 
confidentiality procedures and contractual provisions, to protect GoverMedia Russia's intellectual property 
rights. GoverMedia Russia will also enter into confidentiality commitments with the Corporation's 
employees pursuant to individual employee agreements and any third parties who may access the 
Corporation's proprietary information, and GoverMedia Canada will control access to the Corporation's 
proprietary technology and information. 

Intellectual property protection may not be sufficient in these regions or other countries in which 
GoverMedia Russia operates. Confidentiality agreements may be breached by counterparties, and there 
may not be adequate remedies available to the Corporation for any such breach. Accordingly, 
GoverMedia Canada may not be able to effectively protect GoverMedia Russia's intellectual property 
rights or to enforce the Corporation's contractual rights in Russian-speaking regions or elsewhere. In 
addition, policing any unauthorized use of the Corporation's intellectual property is difficult, time- 
consuming and costly and the steps GoverMedia Canada will have to take may be inadequate to prevent 
the misappropriation of GoverMedia Russia's intellectual property. In the event that GoverMedia Canada 
resorts to litigation to enforce GoverMedia Russia's intellectual property rights, such litigation could result 
in substantial costs and a diversion of the Corporation's managerial and financial resources. GoverMedia 
Canada can provide no assurance that GoverMedia Canada will prevail in such litigation. In addition, 
GoverMedia Russia's trade secrets may be leaked or otherwise become available to, or be independently 
discovered by, the Corporation's competitors. Any failure in protecting or enforcing the Corporation's 
intellectual property rights could have a material adverse effect on the Corporation's business, financial 
condition and results of operations. 

GoverMedia Canada may be subject to material litigation. 

As the Ecosystem expands, and as litigation becomes more common in Russian-speaking regions, 
GoverMedia Canada may face an increasing number of claims, including those involving higher amounts 
of damages. After GoverMedia Canada become a publicly-listed company with a higher profile, 
GoverMedia Canada may face additional exposure to claims and lawsuits inside and outside such 
jurisdictions. 

The outcome of any claims, investigations and proceedings is inherently uncertain, and in any event 
defending against these claims could be both costly and time consuming, and could significantly divert 
the efforts and resources of the Corporation's management and other personnel. An adverse 
determination in any such litigation or proceedings could cause us to pay damages as well as legal and 
other costs, limit the Corporation's ability to conduct business or require us to change the manner in 
which GoverMedia Canada operates. 

GoverMedia Canada may need additional capital but may not be able to obtain it on favorable 
terms or at all. 

GoverMedia Canada may require additional cash resources due to future growth and development of the 
Corporation's business, including any investments or acquisitions GoverMedia Canada may decide to 
pursue. If the Corporation's cash resources are insufficient to satisfy the Corporation's cash requirements, 
GoverMedia Canada may seek to issue additional equity or debt securities or obtain new or expanded 
credit facilities. GoverMedia Canada's ability to obtain external financing in the future is subject to a 
variety of uncertainties, including the Corporation's future financial condition, results of operations, cash 
flows, share price performance, liquidity of international capital and lending markets and governmental 
regulations over foreign investment in the jurisdictions in which it operates and the internet industry in 
such regions. In addition, incurring indebtedness would subject the Corporation to increased debt service 
obligations and could result in operating and financing covenants that would restrict the Corporation's 
operations. There can be no assurance that financing will be available in a timely manner or in amounts 
or on terms acceptable to it, or at all. Any failure to raise needed funds on terms favorable to the 
Corporation, or at all, could severely restrict the Corporation's liquidity as well as have a material adverse 
effect on the Corporation's business, financial condition and results of operations. Moreover,  any 
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issuance of equity or equity-linked securities could result  in  significant  dilution  to  the Corporation's 
existing shareholders. 

GoverMedia Canada may be subject to liability for content on GoverMedia Russia's websites and 
mobile interfaces that is alleged to be socially destabilizing, obscene, defamatory, libelous or 
otherwise unlawful. 

GoverMedia Canada may be required to monitor GoverMedia Russia's websites and the websites hosted 
on GoverMedia Russia's servers and mobile interfaces for items or content deemed to be socially 
destabilizing, obscene, superstitious or defamatory, as well as items, content or services that are illegal to 
sell online or otherwise, in the jurisdictions in which GoverMedia Russia will operate and promptly take 
appropriate action with respect to such items, content or services. GoverMedia Canada may also be 
subject to potential liability for any unlawful actions of GoverMedia Russia's customers or users of 
GoverMedia Russia's websites or mobile interfaces or for content GoverMedia Russia distributes that is 
deemed inappropriate. It may be difficult to determine the type of content that may result in liability to the 
Corporation, and if GoverMedia Canada is found to be liable, GoverMedia Canada may be subject to 
fines, have the Corporation's relevant business operation licenses revoked, or be prevented from 
operating GoverMedia Russia's websites or mobile interfaces in such jurisdictions. 

In addition, claims may be brought against the Corporation for defamation, libel, negligence, copyright, 
patent or trademark infringement, tort (including personal injury), other unlawful activity or other theories 
and claims based on the nature and content of information posted on the marketplaces, including product 
reviews and message boards, by GoverMedia Russia's buyers, sellers and other marketplace 
participants. 

Regardless of the outcome of such a dispute or lawsuit, GoverMedia Canada may suffer from negative 
publicity and reputational damage as a result of these actions. 

Management of the Corporation may be able to exert considerable influence on the affairs of the 
Corporation 

Following the completion of the Offering the directors and officers of the Corporation will own, if the 
Minimum Offering is completed, 10.86% of the outstanding Common Shares of the Corporation and, if the 
Maximum Offering is completed, 8.96% of the outstanding Common Shares of the Corporation assuming 
none of the principals subscribe under the Offering. As a result, these Shareholders will have the ability 
to control or influence the outcome of most corporate actions requiring Shareholder approval, including 
the election of directors of the Corporation and the approval of certain corporate transactions. The 
concentration of ownership of the Corporation may also have the effect of delaying or preventing a 
change in control of the Corporation. 

GoverMedia Canada's revenue and net income may be materially and adversely affected by any 
economic slowdown in Russia as well as globally. 

The success of the Corporation's business ultimately depends on consumer spending. GoverMedia 
Canada expects to derive substantially all of the Corporation's revenue from Russian-speaking 
jurisdictions. As a result, the Corporation's revenue and net income are impacted to a significant extent by 
economic conditions in those regions and globally, as well as economic conditions specific to online and 
mobile commerce. The global economy, markets and levels of consumer spending are influenced by 
many factors beyond the Corporation's control, including consumer perception of current and future 
economic conditions, political uncertainty, levels of employment, inflation or deflation, real disposable 
income, interest rates, taxation and currency exchange rates. 
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Risks Related to Cryptocurrencies Generally 

Bitcoin and other Cryptocurrencies have a limited history and markets may not develop as 
expected 

Cryptocurrency and the related blockchain technology is a young and rapidly growing business area. 
Although cryptocurrencies have the potential to become a leading means of digital payment, there can be 
no assurance that this will occur and functionalities on the GoverMedia Russia platforms related to 
cryptocurrencies may become impractical. Currently, blockchain software is dependent on the 
widespread acceptance of cryptocurrency as a means of payment within the digital economy. For a 
number of reasons, including, for example, the lack of recognized security technologies, inefficient 
processing of payment transactions, problems in the handling of warranty claims, limited user- 
friendliness, inconsistent quality, lack of availability of cost-efficient high-speed services and lack of clear 
universally applicable regulation as well as uncertainties regarding proprietary rights and other legal 
issues, it cannot be ruled out that such cryptocurrency activities may prove  in  the  long  run  to be 
unprofitable. 

In particular, factors affecting the further development of the cryptocurrency industry include: 

 worldwide adoption and usage of cryptocurrencies; 

 regulations by governments and/or by organizations directing governmental regulations (such as 
the Russian Federation) regarding the use and operation of and access to cryptocurrencies; 

 changes in consumer demographics and public behavior, tastes and preferences; 

 redirection and liberalization of using fiat currencies as well as the development of other forms of 
publicly acceptable means of buying and selling goods and services; and 

 general economic conditions and the regulatory environment relating to cryptocurrencies. 
 

Regulations relating to Bitcoin and other Cryptocurrencies are subject to change 

Regulatory agencies could shut down or restrict the use of platforms using virtual currencies or 
blockchain based technologies. This could lead to a loss of any investment made in the Corporation and 
may trigger regulatory action by the BCSC or other securities regulators. 

The legal status of cryptocurrency varies substantially from country to country and is still undefined and 
changing in many of them, including the Russian Federation, which is expected to introduce a new 
legislative framework in mid-2018. While some countries have explicitly allowed its use and trade, others 
have banned or restricted it. Likewise, various government agencies, departments, and courts have 
classified cryptocurrencies differently, leading to differing levels of acceptance in various jurisdictions. If 
the government of Russia introduces highly restrictive legislative measures with respect to Bitcoin and 
other cryptocurrencies, any related functionalities on the GoverMedia Russia platforms may become 
obsolete. 

Bitcoin and other Cryptocurrencies are highly speculative in nature and unexpected volatilities 
may continue to hamper their use as viable currencies 

There can be no assurances that cryptocurrency prices will not show erratic swings in the future, which 
could be related not only to improper payment activities involving cryptocurrencies, but also regulations 
by law makers in various countries, including the Russian Federation. Furthermore, cryptocurrencies 
have not been widely adopted as a means of payments for goods and services by the majority of retail 
and commercial outlets. On the other hand, a significant portion of the demand for cryptocurrency is 
generated by investors and speculators focussing on generating profits by buying and holding 
cryptocurrencies which might create limitations on the availability of cryptocurrencies to pay for goods and 
services resulting in increased volatility which could adversely impact the usefulness or attractiveness of 
cryptocurrency functionalities on the GoverMedia Russia platforms. 
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Several factors may affect the price and the volatility of Bitcoin and other cryptocurrencies, including, but 
not limited to: 

 global cryptocurrency demand depending on the acceptance of cryptocurrency by retail 
merchants and commercial businesses, the perception that the use and holding of cryptocurrency 
is safe and secure, as well as the lack of regulatory restrictions; 

 investor's expectations with respect to the rate of inflation; 

 interest rates; 

 currency exchange rates, including exchange rates between cryptocurrencies and fiat currency; 

 fiat currency withdrawal and deposit policies on cryptocurrency exchanges and liquidity on such 
cryptocurrency exchanges; 

 interruption of services or failures of major cryptocurrency exchanges; 

 large investment and trading activities in cryptocurrencies; 

 monetary policies of governments, trade restrictions, currency de- and revaluations; 

 regulatory measures restricting the use of cryptocurrency as a form of payment or the purchase 
of cryptocurrencies; 

 global or regional political, economic or financial events and situations, including increased threat 
of terrorist activities; and 

 self-fulfilling expectations of changes in the cryptocurrency market. 

 

Banks may not provide banking services, or may cut off banking services, to GoverMedia Russia 

A number of companies that provide Bitcoin and other cryptocurrency-related services have been unable 
to find banks that are willing to provide them with bank accounts and banking services. Similarly, a 
number of such companies have had their existing bank accounts closed by their banks. Banks may 
refuse to provide bank accounts and other banking services to Bitcoin and other cryptocurrency-related 
companies or companies that accept cryptocurrencies for a number of reasons, such as perceived 
compliance risks or costs. The difficulty that many businesses that provide Bitcoin and other 
cryptocurrency-related services have, and may continue to have, in finding banks willing to provide them 
with bank accounts and other banking services may be currently decreasing the usefulness of 
cryptocurrencies as a payment system and harming public perception of cryptocurrencies or could 
decrease its usefulness and harm its public perception in the future. Similarly, the usefulness of 
cryptocurrencies as a form of payment and the public perception of cryptocurrencies could be damaged if 
banks were to close the accounts of entities providing cryptocurrency related functionalities. The 
potential Bitcoin functionalities developed or activated by GoverMedia Russia on its platforms could result 
in the loss of banking services to the Corporation or its users. 

Changes in the Cryptocurrency Network Protocol may prevent the GoverMedia Russia from 
activating related functionalities 

The cryptocurrency network is based on a protocol governing the peer-to-peer interactions between 
computers that are connected to each other within the cryptocurrency network. The governing code 
regulating such math-based protocol is informally managed by a development team. This development 
team, though, might propose and implement amendments to the cryptocurrency network's source code 
through software upgrades altering the original protocol, including fundamental ideas such as the 
irreversibility of transactions and limitations on the validation of blockchain software distributed ledgers. 
Such changes of the original protocol and software may adversely affect any potential cryptocurrency 
functionalities activated on the GoverMedia Russia platforms. 
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Bitcoin and other Cryptocurrencies may not receive general acceptance by market participants 
and the market for such currencies is largely unregulated 

Although the Corporation believes that the usage of cryptocurrencies will be focussed on the technology 
to transmit and clear fiat currencies, their usage as virtual currency will be an important factor as well. 
Hence, in the event that companies or individuals become increasingly reluctant to accept virtual 
currencies, any functionalities related to cryptocurrencies activated on the platforms may become 
unusable or outdated. 

It is feasible that blockchain validators will cease to record transactions in solved transaction blocks. In 
particular, transactions that do not include the payment of transaction fees will not be recorded on the 
blockchain until a transaction block is solved by validators who are not required to pay such transaction 
fees. Any widespread delays in the recording of transactions could result in a loss of confidence in the 
blockchain network which could adversely affect any perceived attractiveness to cryptocurrency 
functionalities on the GoverMedia Russia platforms. 

Cryptocurrency liquidity and market prices depend, directly or indirectly, on the prices set on exchanges 
and other trading venues, which are new and, in most cases, largely unregulated as compared to 
established, regulated exchanges for securities, derivatives and other currencies. Bitcoin exchanges have 
been closed due to fraud, business failure or security breaches. In many of these instances, the customers 
of the closed exchanges were not compensated or made whole for the partial or complete losses of 
their account balances in such exchanges. The lack of regulation and stability with respect to Bitcoin 
exchanges could lead to a loss of perceived value in any cryptocurrency functionalities activated on the 
GoverMedia Russia platforms. 

Cryptocurrencies can be misused for fraudulent transactions 

Cryptocurrencies are subject to instability due to investment for speculation purposes and manipulations 
by hackers to use cryptocurrencies for malicious purposes. Although law makers increasingly regulate the 
use and applications of cryptocurrencies and software is being developed to curtail malicious activities, as 
well as misuses by speculators, no assurances can be given that those measures will be sufficiently deter 
those illegal activities in the future. If businesses and individuals perceive cryptocurrencies as unreliable 
or insecure, any functionalities activated by GoverMedia Russia on the platforms could be seen as 
outdated or unattractive, or may become obsolete. 

Risks Related to Russian-speaking Regions 

In addition to the risk factors relating discussed above, investors should carefully consider the following 
risk factors. 

Emerging markets, such as Russia, are generally subject to greater risks than more developed 
markets. 

GoverMedia Canada is subject to the risks of operating in Russian-speaking regions. The economies of 
these regions continue to display some characteristics of an emerging market. The prospects for future 
economic stability are largely dependent upon the effectiveness of economic measures undertaken by the 
associated  governments,  together  with  legal,  regulatory  and  political  developments.  Such  region's 
economies will continue to improve so long as the governments continue to foster and promote political 
stability. However, laws and licencing requirements in such jurisdictions are in a constant state of change 
and the impact of new laws, or the enforcement thereof, may be detrimental to GoverMedia Canada and 
its projects, and new laws may be given retroactive effect. 

Weaknesses relating to the Russian legal system create an uncertain environment for investment 
and business activity. 

Russia is still developing the legal framework required to support a market economy. Risks of the 
Russian legal system include: inconsistencies, contradictions and discrepancies between and among the 
Constitution, federal laws, presidential decrees and governmental, ministerial and local orders, decisions, 
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resolutions and other acts; limited availability of regulations at the regional and local levels which may not 
be updated or catalogued; limited judicial and administrative guidance on interpreting Russian legislation; 

 a high degree of discretion on the part of governmental authorities in interpretation, application 
and enforcement of laws; diverse interpretations of the Russian laws by various state bodies (e.g. 
the MNRE and the Russian Federation General Prosecutors’ Office) resulting in damages for 
which no Russian government body may in practice be held liable to cover the damages; 

 lack of independence in the judicial system; 

 judicial precedents not having binding effect on subsequent decisions; the relative inexperience of 
certain judges in interpreting new Russian legislation, particularly business and corporate law; 
inadequacy of bankruptcy procedures; 

 disproportions of the breaches of Russian law and penalties and consequences which may 
include severe penalties and company liquidation; 

 gaps in the regulatory structure due to delay in passing legislation or the absence of 
implementing legislation; 

 relatively frequent alterations to Russian legislation that make it difficult to operate and conduct 
business; recent and expected significant amendments to the Russian system of civil legislation 
and the relative inexperience of certain judges in interpreting such legislation; and 

 use of court claims for political aims. 

All of these risks could affect GoverMedia Canada’s ability to protect its rights under its licences and 
contracts, or to defend itself against claims by others. There can be no assurances that 
regulators, judicial authorities or third parties will not challenge GoverMedia Canada’s compliance 
with applicable laws, decrees and regulations. 

Many Russian laws are structured in a way that provides for significant administrative discretion in 
interpretation, application and enforcement. Reliable texts of laws and regulations at the regional and 
local levels may not be available, and are not usually updated or catalogued. Due to these factors, efforts 
to comply with the laws may not always result in full compliance. Moreover, breaches of Russian law may 
involve severe penalties and consequences that could be considered as disproportionate to the violation 
committed. The above risks could affect the ability of GoverMedia Canada to ascertain its specific rights 
or to seek or obtain effective redress in Russian courts. 

In addition to the above, significant amendments to Russian civil legislation are currently being expected 
in Russia. It is not clear at this stage what impact they may have on the rights and obligations of 
GoverMedia Canada. 

 

Potentially, such amendments may have a significant impact on the Corporation’s rights, business, 
financial condition and prospects. 

Selective or arbitrary governmental action may have a material adverse effect on the Corporation. 

GoverMedia Russia operates in uncertain regulatory environments. For example, Russian authorities 
have a high degree of discretion and at times appear to act selectively or arbitrarily, without hearing or 
prior notice, and in a manner that is contrary to law or influenced by political or commercial 
considerations. 

Moreover, certain governments also have the power in certain circumstances, by regulation or 
government act, to interfere with the performance of, nullify or terminate contracts. Unlawful, selective or 
arbitrary governmental actions have reportedly included denial or withdrawal of licences or permits, 
sudden, unexpected and repeated tax audits, criminal prosecutions and civil actions and the expropriation 
of property. 
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GoverMedia Canada’s competitors may receive preferential treatment from the local or regional 
government, potentially giving them a competitive advantage. Unlawful, selective or arbitrary government 
action, if directed at the Corporation’s operations or the Corporation’s major shareholders, could have a 
material adverse effect on the Corporation’s business, financial condition and prospects. 

Political instability may materially adversely affect the Corporation. 

Russian-speaking regions, including Russian, have been undergoing substantial political transformations 
from centrally planned economies under communist rule to pluralist, market-oriented democracies. A 
significant number of changes have occurred during recent years, but there can be no assurance that the 
political and economic reforms necessary to complete such a transformation will continue. In its current 
relatively nascent stage, the Russian political system is vulnerable to the population’s dissatisfaction with 
reforms, social and ethnic unrest and changes in governmental policies. Shifts in governmental policy and 
regulation these regions are less predictable than in many western democracies and could disrupt or 
reverse political, economic and regulatory reforms. Current and future changes in the governments of the 
regions in which the Corporation will operate, major policy shifts  or  lack  of consensus among,  for 
example, the President of Russia, the Prime Minister of Russia, the Russian government, Russia’s 
parliament and/or powerful economic groups could lead to political instability, which could have a material 
adverse effect on the Corporation’s business, financial condition and prospects. 

Russian tax legislation is relatively undeveloped and Russian tax authorities’ approach to tax law 
enforcement and interpretation of legislation may be unpredictable and selective. 

Russian companies are subject to a range of taxes and other compulsory payments imposed at the 
federal, regional and local levels, including, but not limited to, the profits tax, export duties, VAT, mineral 
extraction tax, property tax and social contributions. Tax laws, such as the Russian Tax Code have been 
in force for a short period relative to tax laws in more developed market economies and there are few 
precedents regarding same. 

The implementation of these tax laws is often unclear or inconsistent. Historically, the system of tax 
collection has been relatively ineffective, resulting in continual changes to the interpretation of existing 
laws. Furthermore, the tax environment in Russia has been complicated by the fact that various authorities 
have often interpreted tax legislation inconsistently.  Management’s  interpretation of  such legislation as 
applied to the transactions and activity of the Corporation may be challenged by the relevant 
authorities. The Russian tax authorities may take a more assertive approach in their interpretation of 
the legislation and tax examinations, which may include following guidance from the Supreme 
Arbitration Court for anti-avoidance claims based on reviewing the substance and business purpose 
of transactions. This fact, combined with a possible increase in tax collection efforts to respond to budget 
pressures, may lead to an increase in the level and frequency of scrutiny by the tax authorities. Although 
the quality of Russian tax legislation has generally improved with the introduction of the Russian Tax Code, 
the possibility exists that Russia may impose arbitrary or onerous taxes and penalties in the future, 
which could adversely affect GoverMedia Canada’s business, financial condition and prospects. A large 
number of changes have been made to various chapters of the Russian Tax Code since their 
introduction. 

 

Since Russian laws relating to federal, regional and local taxes are subject to frequent change and some 
of the sections of the Russian Tax Code are comparatively new, interpretation of these laws is often 
unclear or non-existent. Taxpayers and the Russian tax authorities often interpret tax laws differently. In 
some instances, Russian tax authorities and the courts have applied new interpretations of tax laws 
retroactively. Differing interpretations of tax laws exist both  among  and  within  Russian government 
ministries and organizations at the federal, regional and local levels, creating uncertainties and 
inconsistent enforcement. Furthermore, in the absence of binding precedent, court rulings on tax or other 
related matters by different courts relating to the same or similar circumstances may also be inconsistent 
or contradictory. As a result, significant additional taxes, penalties and interest may be assessed. Fiscal 
periods remain open to review by the authorities in respect of taxes for three calendar years preceding 
the year of review. Under certain circumstances reviews may cover longer periods. 
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These circumstances create tax risks in Russia that may be substantially more significant than typically 
found in countries with more developed tax systems. 

Russian transfer pricing legislation is unclear with substantially new rules that came into effect January 1, 
2012. The new rules which are largely based on the OECD transfer pricing guidelines can apply to a 
wider number of transactions beyond just related parties and can apply to domestic transactions. This can 
be expected to result in a greater enforcement of transfer pricing rules, new reporting and documentation 
requirements and penalties. 

Currently the new transfer pricing rules contain many ambiguous rules, which may be subject to arbitrary 
interpretation by the Russian tax authorities. There are  neither  official  clarifications  nor  established 
administrative and courts practice of applying the new transfer pricing rules. Adoption of the new transfer 
pricing rules may expose GoverMedia Canada and its Russian affiliates to significant fines and penalties 
and enforcement measures, and could have a material adverse effect on GoverMedia Canada’s 
business, financial condition and prospects, and the trading price of the Common Shares. 

The development of the beneficial ownership concept and various anti-offshore rules in Russia may 
negatively affect the tax position of GoverMedia Canada. The Russian tax authorities may take a more 
aggressive interpretation of the ‘‘beneficial ownership’’ concept and may deny the application of tax 
exemptions or reduced withholding tax rates under double tax treaties concluded with Russia for certain 
business structures. 

There can be no assurance that the Russian Tax Code will not be changed in the future in a manner 
adverse to the stability and predictability of the tax system. These factors, together with the potential for 
state budget deficits, raise the risk of the imposition of additional taxes on GoverMedia Canada. There 
can be no assurance that GoverMedia Canada will not be required to make substantial tax payments in 
the future, which may adversely affect its financial results. In addition to creating a substantial tax burden, 
these risks and uncertainties complicate GoverMedia Canada’s tax planning and related business 
decisions, potentially exposing it and its Russian affiliates to significant fines and penalties and 
enforcement measures, and could have a material adverse effect on the Corporation’s business, financial 
condition and prospects and the trading price of the Common Shares. 

Crime, corruption and social instability could disrupt GoverMedia Russia's ability to conduct 
business and could materially adversely affect the Corporation. 

The recent political and economic changes in Russia have resulted in increased levels of social unrest. 
Both the Russian-speaking and international press continue to report high levels of official corruption in 
Russian-speaking regions, including bribery of officials for the purpose of initiating investigations by state 
agencies. External perceptions of Russian-speaking regions and media coverage of matters of crime and 
corruption could affect the Corporation’s ability to raise financing in the longer term and otherwise affect 
its business. 

Social and labour unrest in Russian-speaking regions could lead to increased support for 
renewed centralized authority or violence or could restrict GoverMedia Canada’s ability to 
conduct its business effectively. 

There is a growing polarization of wealth in Russian-speaking regions which could lead to increased 
support for renewed centralized authority and a rise in nationalism or violence. Social and labour unrest 
has arisen in the past and may arise in the future. These factors may contribute to other political, social 
and economic consequences, such as re-nationalization or expropriation of property, or further 
restrictions on foreign involvement in the economies of the regions in which the Corporation operates. 
Any of these could restrict GoverMedia Russia's operations and could have a material adverse effect on 
the Corporation’s business, financial condition and prospects. 

In addition, ethnic, religious, historical and other divisions have on occasion given rise to tensions and, in 
certain cases, military conflict and terrorist attacks in certain regions of the Russian-speaking world. Any 
spread of violence or terrorism, or political measures taken to counter them (including the imposition of a 
state of emergency in some parts of, or throughout all of, such regions), could hinder the operation and 
the expansion of GoverMedia Canada’s business. 
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Various recent developments in Russia, including the tightening of state control over the economy, have 
caused some concern in relation to the investment climate in the country and no assurances can be given 
that various steps taken or being debated in the Russian government will not affect foreign investment 
into Russia. 

Russian legal entities may be forced into liquidation on the basis of formal non-compliance with 
certain requirements of Russian law. 

Certain provisions of applicable Russian legislation may allow courts to order the liquidation of a Russian 
legal entity on the basis of its formal non-compliance with certain requirements in the course of its 
formation, reorganization or operation. There have been cases in the past in which formal deficiencies in 
the establishment process of a Russian legal entity or formal non-compliance with provisions of Russian 
law have been used by Russian courts as a basis for liquidation of a legal entity. For example, under 
Russian corporate law, if a company has a net asset value below the applicable statutory minimum 
charter capital, including negative net assets calculated on the basis of Russian accounting standards as 
of the end of the second or any subsequent financial year, a court could order the liquidation of the 
company upon a claim by governmental authorities. 

Should GoverMedia Russia fail to maintain a net asset value equal to, or greater than, the statutory 
minimum charter capital in the future (or, given the uncertainty under Russian law whether a historical 
violation of these requirements may be retroactively cured, if a governmental authority were to bring a 
challenge on the basis of alleged prior non-compliance), it may result in such subsidiary’s involuntary 
liquidation and termination of, among other things, any licences held by such subsidiary, which may have 
a material adverse effect on the Corporation’s business, results of operations, financial condition and 
prospects. . 

Economic instability in Russia could materially adversely affect the Corporation. 

Russia is still developing from a centrally planned to a market-driven economy. While this process of 
change is establishing a business environment in Russia that is influenced by the west-style business 
environment, there are still substantial differences between the Russian economy and the western 
economies. These differences include the development in Russia of a model often described as ‘‘state 
capitalism’’, business sentiments referred to as ‘‘Russian nationalism’’, a lack of transparency and the 
apparent use of state power in relation to commercial businesses and relations between such 
businesses. 

Since the dissolution of the Soviet Union the economic environment in Russia has been subject to abrupt 
downturns. The Russian economy has experienced, at various times: 

 significant declines in gross domestic product; 

 hyperinflation; 

 an unstable currency; 

 high state debt relative to gross domestic product; 

 a weak banking system providing limited liquidity to Russian enterprises; 

 a large number of loss-making enterprises that continued to operate due to the lack of 
effective bankruptcy proceedings; 

 widespread tax evasion; 

 high levels of capital flight; and 

 significant increases in unemployment and underemployment. 

In 1998, Russia defaulted on its Russian ruble denominated securities and imposed a temporary 
moratorium on certain hard currency payments. These actions resulted in the immediate and severe 
devaluation of the Russian rouble and a sharp increase in the rate of inflation; a dramatic decline in the 
prices of Russian debt and equity securities; and inability of Russian groups to raise funds in the 
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international capital markets. In 2004, several Russian banks experienced a sharp reduction in liquidity 
and the licences of several midsized banks were withdrawn. Throughout the second half of 2008, the 
Russian financial markets were characterized by extreme volatility in both the debt and equity segments 
and reductions in foreign investment. Furthermore, the first half of 2009 saw a substantial decrease in 
gross domestic product as the real sector of the Russian economy experienced a sharp decline in 
production levels. Due to these developments, international rating agencies downgraded Russia’s 
sovereign credit rating, which reflected an assessment by such agencies that there was an increased 
credit risk that the government may default on its obligations. Although the Russian stock markets have 
improved since the 2008/2009 recession, there can be no assurance that this trend will continue in the 
future or that it will have a positive impact on the Russian economy in the long-term. 

Fluctuations in the global economy may have an adverse effect on Russian-speaking regions and 
thus on GoverMedia Canada. 

The unprecedented events in global financial markets in the past several years have had a profound 
impact on the global economy. The economies and banks in Russian-speaking regions have been 
adversely affected by the global financial crisis. For example, throughout 2008 and 2009, the Russian 
government implemented various emergency financial assistance measures in order to ease taxes, 
refinance foreign debt and encourage lending. Although the gross domestic product of Russia has 
improved in 2010 and 2011, there can be no assurance that these or other measures will result in a full- 
scale recovery of the Russian economy and will not be abruptly reversed. Any further disruption of the 
economies in these regions could have a material adverse effect on the Corporation’s business, financial 
condition and prospects. These market events and conditions, including disruptions in the international 
credit markets and other financial systems and the deterioration of global economic conditions, could 
impede GoverMedia Canada’s access to capital or increase its cost of capital. 


