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

General information

Founded in 1984, Sangoma Technologies Corporation (“Sangoma” or the “Company”) is 
publicly traded on the TSX Venture Exchange (TSX VENTURE: STC). The Company was 
incorporated in Canada, its legal name is Sangoma Technologies Corporation and its primary 
operating subsidiaries for fiscal 2021 are Sangoma Technologies Inc., Sangoma US Inc., VoIP 
Supply LLC, Digium Inc. and VoIP Innovations LLC.

Sangoma is a leading provider of hardware and software components that enable or enhance 
Internet Protocol Communications Systems for both telecom and datacom applications. 
Enterprises, small to medium sized businesses (“SMBs”) and telecom operators in over 150 
countries rely on Sangoma’s technology as part of their mission critical infrastructures. The 
product line includes data and telecom boards for media and signal processing, as well as 
gateway appliances and software.

The Company is domiciled in Ontario, Canada. The address of the Company’s registered office 
is 100 Renfrew Dr., Suite 100, Markham, Ontario, L3R 9R6 and the Company operates in 
multiple jurisdictions.

Significant accounting policies

Statement of compliance and basis of presentation

The accompanying condensed consolidated interim financial statements have been prepared 
in accordance with International Accounting Standards (“IAS”) 34, Interim Financial Reporting. 
The condensed consolidated interim financial statements do not include all the information 
required for annual consolidated financial statements and should be read in conjunction with the 
Company’s audited consolidated financial statements for the year ended June 30, 2020.

These condensed consolidated interim financial statements were, at the recommendation of the 
audit committee, approved and authorized for issuance by the Company’s Board of Directors on 
February 4, 2021. 

These condensed consolidated interim financial statements were prepared using the same 
basis of presentation, accounting policies and methods of computation as those of the audited 
consolidated financial statements for the year ended June 30, 2020, except for the change in 
functional currency of Sangoma Technologies Corporation and Sangoma Technologies Inc. 
from Canadian dollars to US dollars described below:

Change in functional currency for the Company and Sangoma Technologies Inc.

Management assessed the functional currency of the Company and its wholly owned subsidiary 
Sangoma Technologies Inc. and concluded that the Company and its wholly-owned operating 
subsidiary should be measured using the US dollar as the functional currency. Effective July 1, 
2020, the change in functional currency was applied on a prospective basis. The US dollar 
translated amounts of nonmonetary assets and liabilities as at July 1, 2020 became the 
historical accounting basis for those assets and liabilities at July 1, 2020. 

Significant accounting judgments, estimates and uncertainties 

These unaudited condensed consolidated interim financial statements were prepared using the 
same basis of presentation, accounting policies and methods of computation as those of the 
audited consolidated financial statements for the year ended June 30, 2020 and which are 
available at www.sedar.com. They were prepared using the same critical estimates and 
judgments in applying the accounting policies as those of the audited consolidated financial 
statements for the year ended June 30, 2020.
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4. Inventories

Inventories recognized in the condensed consolidated interim statements of financial position 
are comprised of:

5. Property and equipment
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Depreciation expense is included in general and administration expense in the condensed 
consolidated interim statements of income (loss) and comprehensive loss. For the three  and six  
month periods ended December 31, 2020, depreciation expenses were  $193,543 and $400,378 (three 
and six month periods ended December 31, 2019 - $174,521 and $291,866).

6. Intangible assets

Amortization expense is included in general and administration expense in the condensed 
consolidated interim statements of income (loss) and comprehensive loss. For the three  and six  
month periods ended December 31, 2020, amortization expenses were  $1,910,024 and 
$3,858,916 (three and six month periods ended December 31, 2019 - $1,813,012 and 
$3,006,307).

7. Development costs
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Each period, additions to development costs are recognized net of investment tax credits 
accrued. In addition to the above amortization, the Company has recognized $4,966,695 and 
$10,607,837 of engineering expenditures as an expense during the three month and six month 
periods ended December 31, 2020 (three month and six month periods ended December 31, 
2019 - $5,363,412 and $10,484,173).

8. Goodwill

The carrying amount and movements of goodwill was as follows: 

The addition to goodwill for the year ended June 30, 2020 was from the acquisition of VoIP 
Innovations LLC on October 18, 2019 and .e4 LLC on February 29, 2020 (Note 18).
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9. Operating facility and loan and derivative liability

(a)     Operating facility and loans 

⦁ The Company entered into a new loan facility with two banks and drew down the first 
tranche of $45,699,360 ($34,800,000 USD) on October 18, 2019. This new loan facility 
was used to pay down and close all existing loans and to fund part of the purchase of 
VoIP Innovations LLC. These term facilities are repayable over six years on a straight-
line basis. 

The interest rates charged are based on Prime rate, US Base rate, London Inter-bank 
Offered Rate (LIBOR) or Canadian Dollar Offered Rate (CDOR) plus the applicable 
margin. Under the terms of these term facilities, the Company may convert the loans 
from variable to a fixed loan. The Company is required to lock in the interest rate on 
one half of the term loan within three months of each draw down.  On January 21, 
2020, the Company converted its US Base Rate loan to a one-month LIBOR loan plus 
the credit spread based on the syndicated loan agreement entered on October 18, 
2019. Separately, as required under the agreement, the Company locked in half of the 
original loan amount by entering a 5-year interest rate credit swap with the two banks 
for $8,700,000 USD million each. The swaps together with protection against the 0% 
LIBOR floor have effectively converted one half of the variable LIBOR rate to a fixed 
loan of approximately 4.2% for five years of the six-year remaining balance on the loan. 
The repayment schedule for the loan has not been impacted by either of these 
changes. The balance outstanding against this term loan facility as of December 31, 
2020 is $35,076,660 ($27,550,000 USD) (June 30, 2020 – $41,497,260 ($30,450,000 
USD)). As at December 31, 2020, term loan facility balance of $7,384,560 (June 30, 
2020 - $7,904,240) is classified as current and $27,692,100 (June 30, 2020 -
$33,593,020) as long-term in the condensed consolidated interim statements of 
financial position. 

⦁ The Company also has revolving credit facilities which includes a committed revolving 
credit facility for up to $8,000,000 and a committed swingline credit facility for up to 
$2,000,000 both of which may be used for general business purposes. On April 3, 
2020, the Company drew down $1,838,460 ($1,300,000 USD) on the swingline credit 
facility available under the Credit Agreement. On April 17, 2020, the Company drew 
down $7,439,610 ($5,300,000 USD) from the revolving credit facility. The Company 
drew down the credit facility to maximize its cash balance in order to take advantage of 
opportunities that may arise, as well as to fully prepare itself for any further 
uncertainties during the COVID-19 pandemic. The balances outstanding as at June 30, 
2020 for the swingline credit facility and revolving credit facility were $1,771,640 and 
$7,222,840 respectively and were classified as current. During August 2020, the 
Company paid back the outstanding amounts of $1,723,020 ($1,300,000 USD) on the 
swingline credit facility and $6,993,350 ($5,300,000 USD) on the revolving credit 
facility. The balances outstanding as at December 31, 2020 for the swingline credit 
facility and revolving credit facility were $nil. Both facilities remain fully available to the 
Company.

For the three and six month periods ended December 31, 2020, the Company incurred interest 
costs to service the borrowing facilities in the amount of $386,391 and $795,961 (three month 
and six month periods ended December 31, 2019 - $708,510 and $1,001,151). During the six 
month period ended December 31, 2020, the Company borrowed $nil (six month period ended 
December 31, 2019 - $45,699,360) in operating facility and loans and repaid $12,515,660 (six 
month period ended December 31, 2019 - $24,781,828). 

Under its credit agreements with its lenders, the Company must satisfy certain financial 
covenants, principally in respect of total funded debt to earnings before interest, taxes and 
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amortization (“EBITDA”), and debt service coverage ratio. As at December 31, 2020 and June 
30, 2020, the Company was in compliance with all covenants related to its credit agreements. 

9. Operating facility and loan and derivative liability (continued)

(b) Derivative liability 

The Company uses derivative financial instruments to hedge its exposure to interest rate risks. 
All derivative financial instruments are recognized as either assets or liabilities at fair value on 
the condensed consolidated interim statements of financial position. Upon entering into a 
hedging arrangement with an intent to apply hedge accounting, the Company formally 
documents the hedge relationship and designates the instrument for financial reporting 
purposes as a fair value hedge, a cash flow hedge, or a net investment hedge. When the 
Company determines that a derivative financial instrument qualifies as a cash flow hedge and is 
effective, the changes in fair value of the instrument are recorded in accumulated other 
comprehensive loss, net of tax in the condensed consolidated interim statements of financial 
position and will be reclassified to earnings when the hedged item affects earnings. 

On January 21, 2020, the Company converted its US Base Rate loan to a one-month LIBOR 
loan plus the credit spread based on the syndicated loan agreement entered into on October 
18, 2019. Separately, as required under the agreement, the Company locked in half of the 
original loan amount by entering into a 5-year interest rate credit swap with the two banks for 
$8,700,000 USD each to manage its exposure to changes in LIBOR-based interest rates. The 
interest rate swap hedges the variable cash flows associated with the borrowings under the loan 
facility, effectively providing a fixed rate of interest for five years of the six-year loan term. 

The interest rate swap arrangement with two banks became effective on January 31, 2020, with 
a maturity date of December 31, 2024. The notional amount of the swap agreement at inception 
was $17,400,000 USD and decreases in line with the term of the loan facility. As of December 
31, 2020, the notional amount of the interest rate swap was $14,373,914 USD (June 30, 2020 –
15,886,958 USD). The interest rate swap has a weighted average fixed rate of 1.65% (June 30, 
2020 – 1.65%) and has been designated as an effective cash flow hedge and therefore qualifies 
for hedge accounting. As at December 31, 2020, the fair value of the interest rate swap liability 
was valued at $628,025 (June 30, 2020 - $797,380) and was recorded as derivative liability in 
the condensed consolidated interim statements of financial position. For the three and six month 
periods ended December 31, 2020, the changes in fair value of the interest rate swaps, net of 
tax, in the amounts of $104,269 and $169,355 (three and six month periods ended December 
31, 2019 - $nil and $nil) are recorded in other comprehensive loss in the condensed 
consolidated interim statements of income (loss) and comprehensive loss. The fair value of 
interest rate swap is determined based on the market conditions and the terms of the interest 
rate swap agreement using the discounted cash flow methodology. Any differences between the 
hedged LIBOR rate and the fixed rate are recorded as interest expense on the same period that 
the related interest is recorded for the loan facility based on the LIBOR rate.

15



10. Income tax

The Company income tax expense is determined as follows:

The following table summarizes the components of deferred tax assets:

Deferred tax assets and liabilities have been offset where they relate to income taxes levied by 
the same taxation authority and the Company has the legal right and intent to offset. The 
following table shows the movement in net deferred tax assets:

10. Income tax (continued)
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Unrecognized deferred tax assets

Deferred  taxes  are  provided  as  a  result  of  temporary  differences  that  arise  due  to  the  
differences between  the  income  tax  values  and  the  carrying  amount  of  assets  and  
liabilities.  Deferred tax  assets have not been recognized in respect of the following deductible 
temporary differences:

Share issuance and financing costs will be fully amortized in 2025.

The Company has deducted available scientific research and experimental development 
(“SR&ED”) for federal and provincial purposes and unutilized SR&ED tax credits. These 
condensed consolidated interim financial statements take into account an income tax benefit 
resulting from tax credits available to the Company to reduce its net income for federal and 
provincial income tax purposes in future years as follows:

The income tax benefit of eligible SR&ED costs incurred in prior years but not utilized have 
been taken into account in these condensed consolidated interim financial statements.
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11. Shareholders’ equity

⦁ Share capital

The Company’s authorized share capital consists of an unlimited number of common shares 
without par value. As at December 31, 2020, the Company’s issued and outstanding common 
shares consist of the following: 

On July 30, 2020, the Company closed its short-form bought deal prospectus offering with 
35,006,000 common shares being issued at a price of $2.30 per common share including 
4,566,000 common shares sold pursuant to the exercise in full of the over-allotment option grant 
to the Underwriter for aggregate gross proceeds of $80,513,800 and net proceeds of 
$75,283,264. The Company intends to use the net proceeds of the offering to fund any future 
acquisitions, for debt repayment, and for general corporate purposes.

On October 18, 2019, the Company acquired VoIP Innovations LLC and issued 5,500,417 
shares as part of the consideration (Note 18).

On July 16, 2019, the Company closed a short-form bought deal prospectus offering of 
14,846,500 common shares, including 1,936,500 common shares issued upon the exercise in 
full of the over-allotment option granted to the Underwriters, at a price of $1.55 per common 
share for aggregate gross proceeds of $23,012,075 and net proceeds of $21,319,720.

During the three month and six month periods ended December 31, 2020, a total of 262,521 
and 265,553 (three month and six month periods ended December 31, 2019 – 127,532 and 
128,956) options were exercised for cash consideration of $82,847 and $83,964 (three month 
and six month periods ended December 31, 2019 - $61,952 and $62,375), and the Company 
recorded a charge of $46,065 and $46,614 (three month and six month periods ended 
December 31, 2019 – $17,908 and $18,134) from contributed surplus to share capital.

During the three month and six month periods ended December 31, 2019, a total of nil and 
61,957 broker warrants were exercised for cash consideration of $nil and $61,957 and the 
Company recorded a charge of $nil and $29,348 from warrant reserve to share capital. As at 
December 31, 2020, no broker warrants were outstanding.
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11. Shareholders’ equity (continued)

(ii) Stock options

During the year ended June 30, 2020, the shareholders of the Company amended the stock 
option plan (the “plan”) for officers, employees and consultants of the Company. The number of 
common shares that may be set aside for issuance under the plan (and under all other 
management stock option and employee stock option plans) is limited to 10% of the outstanding 
common shares of the corporation provided that the Company complies with the provisions of 
policies, rules and regulations of applicable securities legislation. The maximum number of 
common shares that may be reserved for issuance to any one person under the plan is 5% of 
the common shares outstanding at the time of grant (calculated on a non-diluted basis) less the 
number of common shares reserved for issuance to such person under any stock option to 
purchase common shares granted as a compensation or incentive mechanism. Any common 
shares subject to a stock option, which for any reason are terminated, cancelled, exercised, 
expired, or surrendered will be available for a subsequent grant under the plan, subject to 
regulatory requirements.

The stock option price of any common shares cannot be less than the closing price or the 
minimum price as determined by applicable regulatory authorities of the relevant class or series 
of shares, on the day immediately preceding the day on which the stock option is granted. Stock 
options granted under the plan may be exercised during a period not exceeding five years from 
the date of grant, subject to earlier termination on the termination of the optionee’s employment, 
on the optionee’s ceasing to be an employee, officer or director of the Company or any of its 
subsidiaries, as applicable, or on the optionee’s retiring, becoming permanently disabled or 
dying, subject to certain grace periods to allow the optionee or his or her personal 
representative time to exercise such stock options. The stock options are non-transferable. The 
plan contains provisions for adjustment in the number of common shares issuable thereunder in 
the event of the subdivision, consolidation, reclassification or change of the common shares, a 
merger, or other relevant changes in the Company’s capitalization. The board of directors may, 
from time to time, amend or revise the terms of the plan or may terminate the plan at any time. 

The following table shows the movement in the stock option plan:

The Company uses the fair value method to account for all share-based awards granted to 
employees, officers, and directors. The estimated fair value of stock options granted is 
determined using the Black-Scholes option pricing model and is recorded as a charge to income 
over the vesting period of the stock options, with a corresponding increase to contributed 
surplus. Stock options are granted at a price equal to or above the fair value of the common 
shares on the day immediately preceding the date of the grant. The consideration received on 
the exercise of stock options is added to stated capital at the time of exercise. 
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There were no stock options granted during the three and six month periods ended December 
31, 2020 (three and six month periods ended December 31, 2019 – nil).

11. Shareholders’ equity (continued)

(ii) Stock options (continued)

The following table summarizes information about the stock options outstanding and 
exercisable at the end of each year:

For the three month and six month periods ended December 31, 2020, the Company 
recognized share-based compensation expense in the amount of $169,938 and $375,382 
(three month and six month periods ended December 31, 2019 - $138,296 and $280,283).

(iii) Earnings per share

Both the basic and diluted earnings per share have been calculated using the net income 
attributable to the shareholders of the Company as the numerator.

12. Related parties

The Company’s related parties include key management personnel and directors. Unless 
otherwise stated, none of the transactions incorporated special terms and conditions and no 
guarantees were given or received. Outstanding balances payable are usually settled in cash 
and relate to director fees.

The Company had the following balances with related parties excluding key management 
compensation:
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13. Financial instruments

The fair values of the cash and cash equivalents, trade receivables, contract assets, accounts 
payable and accrued liabilities, and derivative liability approximate their carrying values due to 
the relatively short-term nature of these financial instruments and fair values of operating facility 
and loans approximate their carrying values due to variable interest loans or fixed rate loan, 
which represent market rate. 

Cash and cash equivalents are comprised of: 

Cash includes demand deposits with financial institutions and cash equivalents consist of short-
term, highly liquid investments purchased with original maturities of three months or less. On 
December 1, 2020, the Company invested $56,000,000 USD in a 62 day term deposit of which 
is maturing on February 1, 2021 at the rate of 0.29%. As of December 31, 2020, the current 
value of this GIC is $71,316,761 ($56,013,793 USD). The value as at June 30, 2020 was $nil. 

Total interest income and interest expense for financial assets or financial liabilities that are not 
at fair value through profit or loss can be summarized as follows: 

The Company examines the various financial instrument risks to which it is exposed and 
assesses the impact and likelihood of those risks. These risks may include credit risk, liquidity 
risk, foreign currency risk, interest rate risk and market risk.

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial 
instrument fails to meet its obligations. Where possible, the Company uses an insurance policy 
with Export Development Canada (“EDC”) for its trade receivables to manage this risk and 
minimize any exposure. 

The Company’s maximum exposure to credit risk for its trade receivables is summarized as 
follows with some of the over 90-day receivable not being covered by EDC: 
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13. Financial instruments (continued)

Credit risk (continued)

The movement in the provision for expected credit losses can be reconciled as follows:

The Company applies the simplified approach to provide for expected credit losses as 
prescribed by IFRS 9, which permits the use of the lifetime expected loss provision for all trade 
receivables and contract assets. The expected credit loss provision is based on the Company’s 
historical collections and loss experience and incorporates forward-looking factors, where 
appropriate. The provision matrix below shows the expected credit loss rate for each aging 
category of trade receivables.

Substantially all of the Company’s cash and cash equivalents are held with major Canadian or 
US financial institutions and thus the exposure to credit risk is considered insignificant. 
Management actively monitors the Company’s exposure to credit risk under its financial 
instruments, including with respect to trade receivables.
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Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its obligations associated with 
financial liabilities. The Company has a planning and budgeting process in place by which it 
anticipates and determines the funds required to support its normal operating requirements. 
The Company coordinates this planning and budgeting process with its financing activities 
through its capital management process.

The Company holds sufficient cash and cash equivalents and working capital, maintained 
through stringent cash flow management, to ensure sufficient liquidity is maintained. Maturity 
analysis of liabilities which are due in next twelve months can be summarized as follows:

13. Financial instruments (continued)

Foreign currency risk

A portion of the Company’s transactions occur in a foreign currency (Canadian dollars (CAD), 
Euro (EUR), and Great British Pounds (GBP)) and, therefore, the Company is exposed to 
foreign currency risk at the end of the reporting period through its foreign denominated cash, 
trade receivables, contract assets, accounts payable and accrued liabilities, and operating 
facility and loans. As at December 31, 2020, a 10% depreciation or appreciation of the CAD, 
EUR, and GBP against the U.S. dollar would have resulted in an approximate $74,784 
(December 31, 2019 - $37,023) increase or decrease, respectively, in total comprehensive loss. 

Interest rate risk

The Company’s exposure to interest rate fluctuations is with its credit facility (Note 9) which 
bears interest at a floating rate. As at December 31, 2020, a change in the interest rate of 1% 
per annum would have an impact of approximately $181,499 (December 31, 2019 - $440,000) 
per annum in finance costs. The Company also entered an interest rate swap arrangement for 
its loan facility (Note 9) to manage the exposure to changes in LIBOR-rate based interest rate. 
The fair value of the interest rate swaps was estimated based on the present value of projected 
future cash flows using the LIBOR forward rate curve. The model used to value the interest rate 
swaps included inputs of readily observable market data, a Level 2 input. As described in detail 
in Note 9, the fair value of the interest rate swaps was a $628,025 (June 30, 2020 – $797,380) 
liability on December 31, 2020. 

14. Capital management

The Company’s objectives in managing capital are to safeguard the Company’s assets, to 
ensure sufficient liquidity to sustain the future development of the business via advancement of 
its significant research and development efforts, to conservatively manage financial risk and to 
maximize investor, creditor, and market confidence. The Company considers its capital 
structure to include its shareholders’ equity and operating facilities and loans. Working capital is 
optimized via stringent cash flow policies surrounding disbursement, foreign currency exchange 
and investment decision-making. There have been no changes in the Company’s approach to 

23



capital management during the year and the Company is not subject to any capital 
requirements imposed by external parties.

15. Leases: Right-of-use assets and lease obligations

The Company’s lease liabilities and right-of-use assets are presented below:  
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15. Leases: Right-of-use assets and lease obligations (continued)

16. Provisions

The provision for warranty obligations represents the Company’s best estimate of repair and/or 
replacement costs to correct product failures. The sales returns and allowances provision 
represent the Company’s best estimate of the value of the products sold in the current financial 
period that may be returned in a future period. The stock rotation provision represents the 
Company’s best estimate of the value of the products sold in the current financial period that 
may be exchanged for alternative products in a future period. The Company accrues for product 
warranties, stock rotation, and sales returns and allowances at the time the product is delivered. 
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17. Segment disclosures

The Company operates in one operating segment; development, manufacturing, distribution 
and support of voice and data connectivity components for software-based communication 
applications. The majority of the Company’s assets are located in Canada and the United 
States of America (“USA”). The Company sells into three major geographic centers: United 
States of America (“USA”), Canada and other foreign countries. The Company has determined 
that it has a single reportable segment as the Company’s decision makers review information 
on a consolidated basis.

Revenues for group of similar products and services can be summarized for the three and six 
month periods ended December 31, 2020 and 2019 as follows:

The sales, in Canadian dollars, in each of these geographic locations for the three and six 
month periods ended December 31, 2020 and 2019 as follows:

The non-current assets, in Canadian dollars, in each of the geographic locations as at 
December 31, 2020 and June 30, 2020 are below:

18. Business combinations 

⦁ On October 18, 2019, Sangoma Technologies US Inc., a wholly owned subsidiary of 
Sangoma Technologies Inc., acquired all the membership interest of VoIP Innovations 
LLC, a US based company. The total discounted consideration for the acquisition was 
$46,028,032 ($35,050,283 USD). The discounted purchase price consisted of 
$39,171,420 ($29,828,982 USD) in cash paid on
closing and the issuance of 5,500,417 common shares valued at $6,553,938 ($4,990,815 
USD) based on a share price of $1.40 ($1.066 USD) per common share on closing and a 
discount of 14.9% to reflect the 12-month lock up. Post closing the working capital 
adjustment was finalized at $302,674 ($230,486 USD). Of the cash consideration paid to 
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the vendors, $4,281,032 ($3,260,000 USD) was paid to an escrow agent to be held for 
periods ranging from 4 months to 2 years to cover potential working capital, 
indemnification and USF special indemnity adjustments.  The cash held in escrow for 
working capital and indemnification purposes was discounted using a 5.0% discount for a 
period of four to twelve months, respectively for an amount of $1,163,074 ($885,679 
USD) and $450,240 ($342,857 USD). The cash held in escrow for USF Special Indemnity 
purposes was discounted using a 1.72% and 1.64% discount for a period of one and two 
years, respectively for an amount of $2,194,691 ($1,671,254 USD) and $381,349 
($290,397 USD). The Company acquired VoIP Innovations LLC to expand its suite of 
service offerings and increase recurring revenue. 

The Company incurred transaction costs in the amount of $2,581,854 which was 
expensed and included in the consolidated statements of income and comprehensive 
income of the fiscal year ended June 30, 2020. The acquisition has been accounted for 
using the acquisition method under IFRS 3, Business Combinations.

On October 7, 2020, $601,823 ($449,256 USD) was released to the Company from the 
funds held in escrow in connection with the VoIP Innovations LLC acquisition for further 
payment by the Company to the Universal Service Fund (“USF”). This was the last 
payment outstanding and was made in full and final settlement of all amounts due as at 
December 31, 2019. The remaining USF escrow amount was released to the sellers and 
the escrow account closed.
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18. Business combinations (continued)

⦁ On February 29, 2020, the Company acquired e4 LLC in order to strengthen its sales 
capabilities in its FreePBX® ecosystem. Given the relative size of this transaction, no 
financial details were publicly disclosed.

Goodwill arises primarily from the ability to benefit from the assembled workforce, future 
growth, and potential synergies in the form of cost savings.
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19. Data breach

On December 24, 2020, the Company announced that it had suffered a ransomware cyber 
attack, had launched a comprehensive investigation to fully ascertain the extent of any data 
breach, and engaged third-party cybersecurity experts to support these efforts.  The 
investigation so far has confirmed that the attackers encrypted, copied, and published a 
significant number of confidential files relating to the Company’s financial information, its 
corporate development efforts, certain private employee data, as well as some customer 
information and ordering history. There continues to be no evidence that the compromised 
customer information includes bank account or payment card data. Sangoma took immediate 
action to mitigate and manage the impact of this attack, has filed a report with law enforcement 
officials and deployed additional security measures to assist in detecting and preventing any 
future attempts or incidents of unauthorized access to or malicious activity on its corporate 
network. Further, the Company has updated its employees regularly regarding the incident and 
the possible impact on the security of their personal data, has provided them with actions they 
can take to protect their personal information from misuse, and is rolling out 24 months of credit 
and dark-web monitoring and identity theft insurance at the Company’s expense. Finally, 
Sangoma has been in proactive contact with its customers (as well as other third parties whose 
data was compromised), to provide clear information as well as appropriate support, and will 
continue to do so.  The analysis of the data believed to have been published is nearing 
completion and it is expected that most all parties involved will have been notified by March 31, 
2021 and that any associated jurisdictional filing will be completed by then as well.

Sangoma has not experienced any service interruptions or outages as a result of the cyber 
attack that targeted the Company, and all customers continue to use the full suite of Sangoma’s 
products and services, normally. In addition to the Company’s own investigation, a highly 
experienced team of third-party cybersecurity experts has to date, uncovered no indication of 
security threats related to the cyber attack that could create any additional risk for Sangoma’s 
customers from using its products, nor any evidence to suggest that any intellectual property 
has been compromised.

20. Subsequent event

On January 29, 2021, the Company announced a definitive agreement to acquire StarBlue Inc. 
(dba Star2Star Communications, herein “Star2Star”) for approximately US$437 million, 
consisting of US$105 million in cash and 110 million common shares of Sangoma Technologies 
Corporation valued at approximately US$332 million based on the closing price of the 
Company’s common shares on the TSX Venture Exchange as of January 28, 2021.  22 million 
shares will be issued at closing, and the remainder are to be issued in instalments commencing 
on April 1, 2022 and continuing for the next 14 quarters.  The transaction is subject to the 
majority vote of shareholders at a Special Meeting to be held in late March or early April with 
closing expected shortly after the Meeting if the transaction is approved.  Further details of the 
contemplated transaction are available on Sedar at www.sedar.com and on the Company’s 
website.   The cash portion of the purchase price will be funded through a combination of cash 
on hand and an extension of the existing credit facility with its current lenders.

21. Authorization of the condensed consolidated interim financial statements

The condensed consolidated interim financial statements were authorized for issuance by the 
Board of Directors on February 4, 2021.
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