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Decision Dynamics Technology Ltd. 
Report for the three and nine month periods ended September 30, 2007 and 
2006 
 
 

MANAGEMENT’S REPORT 
 
The accompanying unaudited interim consolidated financial statements of Decision Dynamics Technology Ltd. (the 
“Company”) for the three and nine months ended September 30, 2007 have been prepared by management and 
approved by the Board of Directors of the Company. These statements have not been reviewed by the Company’s 
external auditors. 

November 9, 2007 
 
 
 
 “signed”       “signed”     
R.J. (Justin) Zinke     David N. Hunt 
Chief Executive Officer    Chief Financial Officer 
Calgary, Alberta     Calgary, Alberta 
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As at As at

September 30, December 31,
2007 2006

ASSETS
Current

Cash and cash equivalents $2,052,406 $1,043,990
Accounts receivable 1,983,234 2,483,969
Prepaid expenses 233,262 259,875

4,268,902 3,787,834

Property and equipment 656,999 785,395

Intangible assets 584,495 959,858

Goodwill 1,778,177 1,778,177
$7,288,573 $7,311,264

LIABILITIES AND SHAREHOLDERS' EQUITY
Current

Accounts payable and accrued liabilities $965,791 $1,317,217
Deferred revenue 1,129,972 1,701,133
Current portion of long-term debt (note 4) 506,535 568,222

2,602,298             3,586,572                

Deferred revenue -                      157,499

Long-term debt (note 4) 138,291 661,269
2,740,589             4,405,340                

Shareholders' equity
Capital stock (note 5) 27,601,916 25,529,130
Warrants (note 5) 653,194 658,757
Contributed surplus  (note 5) 1,828,460 1,257,749
Deficit (25,535,586) (24,539,712)

4,547,984             2,905,924                
$7,288,573 $7,311,264

 
Future operations (note 2)  
 
 
 
Approved on behalf of the board 
 
“signed”       “signed”     
William Dimma, Director    James Baillie, Director 
 
See accompanying notes to the consolidated financial statements.
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September 30, September 30, September 30, September 30,
2007 2006 2007 2006

Revenue $1,811,637 $1,864,812 $7,591,056 $5,335,136
Cost of sales (720,350) (847,952) (2,398,792) (2,332,389)

Gross profit 1,091,287 1,016,860 5,192,264 3,002,747

Expenses
Research and development 507,503 383,944          1,763,227 1,840,993       
Selling and marketing 580,530 951,194          1,869,641 2,623,906       
General and administration 458,320 571,855          1,504,017 1,677,234       
Stock based compensation 129,656 233,405          351,904 691,254          

Loss before the undernoted (584,722)         (1,123,538)      (296,525)          (3,830,640)      

Amortization of property and equipment 53,693            76,504            159,992           184,386          
Amortization of intangible assets 125,121          125,121          375,363           375,363          
Foreign exchange (gain) loss (50,009)          1,407             (113,830)          53,495            
Interest income (14,831)          (27,898)          (27,233)           (68,463)          
Interest expense 96,583            126,383          305,057           386,697          

Loss before income taxes (795,279)         (1,425,055)      (995,874)          (4,762,118)      

Future income tax recovery -                 -                 -                  (423,098)         

Loss and comprehensive loss for the 
period (795,279)           (1,425,055)        (995,874)           (4,339,020)        

Deficit, beginning of period (24,740,307)    (22,123,965)    (24,539,712)     (19,210,000)    

Deficit, end of period ($25,535,586) ($23,549,020) ($25,535,586) ($23,549,020)

Basic loss per share ($0.01) ($0.03) ($0.02) ($0.08)

Three Months Ending Nine Months Ending

 
 
 
See accompanying notes to the consolidated financial statements. 
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September 30, September 30, September 30, September 30,
2007 2006 2007 2006

Cash provided by (used in):
Operations

Cash received from customers $2,396,864 $2,465,696 $7,285,937 $5,749,868
Cash paid to suppliers and employees (2,334,153) (2,900,979)      (7,947,868) (8,683,823)       
Interest received 14,831 27,898            27,233 68,463             
Interest paid (44,852) (78,961)          (155,216) (248,136)          

32,690            (486,346)         (789,914)          (3,113,628)       
Investing activity

Purchase of equipment (11,283)          (180,835)         (31,595)           (479,907)          
(11,283)          (180,835)         (31,595)           (479,907)          

Financing activities
Issue of long-term debt -                     2,281,000        
Repayment of long-term debt (202,357)         (159,219)         (574,513)          (471,657)          
Issue of shares and warrants net of financing costs 50,848            -                    2,375,314        59,682             
Deferred financing costs -                    (5,827)            -                     (87,701)           
Payment of capital lease -                    (2,054)            -                     (7,980)             

(151,509)         (167,100)         1,800,801        1,773,344        

Changes in foreign currency 19,213            (2,869)            29,124             (100,330)          

Increase (decrease) in cash and cash equivalents (110,889)         (837,150)         1,008,416        (1,920,521)       

Cash and equivalents, beginning of period 2,163,295       2,040,910       1,043,990        3,124,281        

Cash and equivalents, end of period $2,052,406 $1,203,760 $2,052,406 $1,203,760

See accompanying notes to the consolidated financial statements  

Nine Months EndingThree Months Ending
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1. Basis of presentation 

The unaudited consolidated interim financial statements of Decision Dynamics Technology Ltd. have been prepared 
by management in accordance with Canadian generally accepted accounting principles and include the accounts of 
the Company and its wholly-owned subsidiary. All intercompany balances and transactions have been eliminated.  
The unaudited consolidated interim financial statements do not include all of the disclosures normally provided in 
annual financial statements and accordingly they should be read in conjunction with the audited consolidated 
financial statements, including the notes thereto, as at and for the year ended December 31, 2006. 

The unaudited consolidated interim financial statements follow the same significant accounting policies and methods 
of application as the most recent audited financial statements of the Company as at and for the year ended 
December 31, 2006, except as addressed in note 3.  

2. Future operations 

These financial statements have been prepared on a going concern basis, which assumes the realization of assets 
and liquidation of liabilities and commitments in the normal course of business.  Recurring losses since inception have 
resulted in an accumulated deficit of approximately $26 million.  The application of the going concern concept is 
dependent upon the Company’s ability to continue to maintain and grow sales and control costs and/or receive 
continued support from shareholders and investors. 

During the summer the Company raised $2.5 million (net of agents commission) through the private placement of 
common shares and warrants.  These funds are being used to increase market penetration in the United States, 
accelerate new product development and augment working capital. Strong sales combined with effective cost 
management should provide sufficient cash to enable the Company to conduct its anticipated operations over the 
next twelve months and beyond.  These financial statements do not give effect to any adjustment should the 
Company be unable to continue as a going concern and therefore be required to realize its assets and discharge its 
liabilities in other than the normal course of business and at amounts differing significantly from those reflected in 
the financial statements.   

 
3. Changes in Accounting Policies 

Financial Instruments 

Effective January 1, 2007, the Company adopted the new recommendations of the Canadian Institute of Chartered 
Accountants (CICA) Handbook Section 1530, Comprehensive Income; Section 3251, Equity; Section 3855, Financial 
Instruments – Recognition and Measurement; Section 3861, Financial Instruments – Disclosure and Presentation, 
and Section 3865, Hedges.   

Section 1530 establishes standards for reporting and presenting comprehensive income, which is defined as the 
change in equity from transactions and other events from non-owner sources.  Other comprehensive income refers 
to items recognized in comprehensive income that are excluded from net income calculated in accordance with 
generally accepted accounting principles.  The Company had no ”other comprehensive income or loss” transactions 
during the nine months ended September 30, 2007 and no opening or closing balances for accumulated other 
comprehensive income or loss. 

Section 3855 prescribes when a financial asset, financial liability or non-financial derivative is to be recognized on the 
balance sheet and at what amount, requiring fair value or cost-based measures under different circumstances.  
Under Section 3855, financial instruments must be classified into one of these five categories:  held for trading, held-
to-maturity, loans and receivables, available-for-sale financial assets or other financial liabilities.  All financial 
instruments, including derivatives, are measured in the balance sheet at fair value except for loans and receivables, 
held to maturity investments and other financial liabilities which are measured at amortized cost.  Subsequent 
measurement and changes in fair value will depend on their initial classification, as follows:  held-for-trading financial 
assets are measured at fair value and changes in fair value are recognized in net earnings; available-for-sale financial 
instruments are measured at fair value with changes in fair value recorded in other comprehensive income until the 
investment is derecognized or impaired at which time the amounts would be recorded in net earnings. 

Under adoption of these new standards, the Company designated its cash and cash equivalents as held-for-trading, 
which is measured at fair value.  Accounts receivable are classified as loans and receivables, which are measured at 
amortized cost.  Accounts payable and accrued liabilities and long-term debt are classified as other financial liabilities, 
which are measured at amortized cost. Deferred financing costs relating to the issuance of the long-term debt is 
included in the carrying value of the long-term debt.  The Company had neither available-for-sale, nor held to 
maturity instruments during the nine months ended September 30, 2007.   
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All derivative instruments, including embedded derivatives, are recorded in the statement of operations and deficit at 
fair value unless exempted from derivative treatment as a normal purchase and sale.  All changes in their fair value 
are recorded in earnings unless cash flow hedge accounting is used, in which case changes in fair value are recorded 
in other comprehensive income.  At the initial adoption of the new accounting standards it was determined that the 
Company had no derivative instruments. 

Section 3861 establishes standards for disclosure and presentation of financial instruments and non-financial 
derivatives, and identifies the information that should be disclosed about them.  Under the new standards, policies 
followed for periods prior to the effective date generally are not reversed and therefore, the comparative financial 
statements are not restated.   

Section 3865 describes when and how hedge accounting can be applied as well as the disclosure requirements.  
Hedge accounting enables the recording of gains, losses, revenues and expenses from derivative financial 
instruments in the same period as for those related to the hedged item. The Company does not have any hedges as 
at September 30, 2007. 

Going concern 

Effective June 30, 2007, the Company adopted the new recommendations of the Canadian Institute of Chartered 
Accountants (CICA) Handbook Section 1400.08A - 08C, General Standards of Financial Statement Presentation – 
Going Concern which requires management to make an assessment of the Company’s ability to continue as a going 
concern and to disclose any material uncertainties related to events or conditions that could adversely affect future 
operations.  Management’s assessment is outlined in note 2. 

4. Long-term Debt 

With the adoption of the financial instrument recommendations referred to in Note 3, deferred charges are now 
included in the carrying value of long-term debt. 

Amount
Balance, September 30, 2007 $932,954
Deferred charges (288,128)

644,826
Current portion 506,535              
Long-tem debt $138,291
 

5. Share capital 

(a) Common shares 

Authorized 
 Unlimited number of voting common shares   
 
In August, 2007 the Company sold 166,666 units pursuant to the previously announced private placement for $0.30 
per unit for gross proceeds of about $50,000.  Each unit consisted of one common share plus one-half warrant.  Each 
full warrant is exercisable into one common share at a price of $0.40 per share for a period of one year from the 
date of issuance thereof.   

Issued and outstanding common shares:  

Number Amount

Balance, December 31, 2006 51,625,240 25,529,130
Shares issued on exercise of stock options 26,013                             4,412                              
Issued to agent 25,000                             -                                     
Private placement issuance of shares
          June, 2007 8,338,333                        2,023,791                        
          August, 2007 166,666                           44,583                             
Balance September 30, 2007 60,181,252 27,601,916  
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(b) Stock based compensation 

(i) Stock Option Plan 

Number
Balance, December 31, 2006 8,987,034
Granted to current employees 1,150,000
Expired (1,479,791)
Exercised (26,012)
Forfeited (1,638,725)
Balance, September 30, 2007 6,992,506
 

During the period ended September 30, 2007 $261,643 (2006 - $639,436) in compensation costs were 
recorded in the statement of operations and deficit for the options granted to employees, officers and 
directors. No options were granted during the third quarter of 2007.  The fair value of common share 
options granted during the first three quarters of 2007 is estimated in the amount of $265,600 (2006 - 
$133,439) at the grant date using the Black-Scholes pricing model based on the following assumptions: 

 Nine Months
Risk free interest rate 4.05 – 4.14%
Expected life 7 years
Expected volatility 100%
Expected dividends nil
Weighted average grant-date fair value $0.226

(ii) Share Accumulation Plan 

A total of 700,000 shares have been allocated for issuance from treasury pursuant to the Share Accumulation Plan 
for directors.  During the quarter 52,356 shares were allocated to directors.  As at September 30, 2007, a total of 
452,114 shares have been allocated to directors.  Compensation of $90,261 (including $11,250 of cash 
compensation) has been recorded for the first nine months of the year (2006 – $51,818). 

(c) Warrants 

On June 29, 2007, an agent was granted agent’s warrants to purchase 266,667 common shares at $0.30 for a period 
of 18 months.  The fair value of the warrants was estimated to be $28,598 using the Black-Scholes pricing model and 
the assumptions shown below. 

The additional units sold in August 2007 (see Note 5 a above) resulted in the Company issuing a total 4,252,498 
warrants pursuant to the private placement.  A warrant is exercisable into one common share at a price of $0.40 per 
share for a period of one year from the date of issuance thereof.   The fair value of the warrants was estimated to be 
$274,931 using the Black-Scholes pricing model and the assumptions shown below. 

Agent Private Placement
Risk free interest rate 4.56% 4.56%
Expected life 18 months 12 months
Expected volatility 100% 100%
Expected dividends nil nil
Weighted average grant-date fair value $0.107 $0.065
 

Amount
Balance, December 31, 2006 658,757
Expired during the year (309,092)
Agents compensation warrants 28,598
Warrants issued pursuant to the private placement 274,931
Balance, September 30, 2007 653,194
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(d) Contributed surplus 

Amount
Balance, December 31, 2006 1,257,479
Warrants expired during the year 309,092
Employee and director stock options 369,750
Forfeited (107,861)
Balance, September 30, 2007 1,828,460  

(e) Per share amounts 

The weighted average number of common shares outstanding for the three and nine month periods ending 
September 30, 2007 was 60,126,472 and 54,647,180 respectively (2006 – 51,625,240 and 51,777,698).  The 
exercise of options would not have had a dilutive effect for the three and nine month periods ending September 30, 
2007 and 2006. 

6. Future income taxes 

Income taxes are estimated based upon estimated Canadian and US income for the nine months ending September 
30, 2007 at current Canadian and US income tax rates.  The Company and its subsidiary have about $21 million of 
accumulated tax losses in Canada and the United States of America which are available to offset future income taxes; 
however, the benefit of these losses as a future tax asset will not be recognized until the profitability of the Company 
and its ability to utilize these losses before they expire has been clearly established. 

7. Segmented information 

The Company’s operating activities are related to software licensing and services in the geographic segments of 
Canada and the United States of America.  
  
Revenues by geographic segment

September 30, 
2007

September 30, 
2006

September 30, 
2007

September 30, 
2006

Canada $1,221,197 $1,018,374 $4,932,736 $3,242,568
United States 590,440 846,438 2,658,320 2,092,568
Total $1,811,637 $1,864,812 $7,591,056 $5,335,136

Three months ending Nine months ending

 

September 30, 
2007

December 31, 
2006

Property and Equipment
     Canada $551,075 $701,520
     United States 105,924 83,875

$656,999 $785,395
Goodwill
     Canada $1,778,177 $1,778,177

 
8. Comparative figures 

Certain comparative figures have been reclassified to conform with the current period’s presentation. 

 




