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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549

FORM 8-K
CURRENT REPORT 

Pursuant to Section 13 OR 15(d) of The Securities Exchange Act of 1934 

Date of Report (Date of earliest event reported) December 12, 2018

COUNTERPATH CORPORATION
(Exact name of registrant as specified in its charter)

Nevada
(State or other jurisdiction of incorporation) 

001-35592
(Commission File Number) 

20-0004161
(IRS Employer Identification No.) 

Suite 300, One Bentall Centre, 505 Burrard Street, Vancouver, British Columbia, Canada V7X 1M3
(Address of principal executive offices and Zip Code) 

(604) 320-3344
Registrant’s telephone number, including area code

N/A
(Former name or former address, if changed since last report) 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:

[   ] Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

[   ] Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a -12)

[   ] Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d -2(b))

[   ] Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e -4(c))

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of
this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b -2 of this chapter).

Emerging growth company [   ]

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with
any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. [   ]
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Item 7.01 Regulation FD Disclosure

A News Release dated December 12, 2018 is furnished herewith.

Item
9.01

Financial Statements and Exhibits

(d) Exhibits

99.1 News Release dated December 12, 2018
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

COUNTERPATH CORPORATION

By: /s/David Karp  
 David Karp  
 Interim Chief Executive Officer and  

Chief Financial Officer  
   
   
Dated: December 12, 2018  
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CounterPath Reports Second Quarter 
Fiscal 2019 Financial Results

Year-over-Year Recurring Revenue Growth of 34%

VANCOUVER, BC, Canada — December 12, 2018 — CounterPath Corporation (NASDAQ: CPAH) (TSX: PATH) (the “Company” or
“CounterPath”), a global provider of award-winning over-the-top (OTT) Unified Communications (UC) solutions for enterprises and service
providers, today announced the financial and operating results for its quarter ended October 31, 2018, being the second quarter of fiscal year
2019.

Second Quarter Financial Highlights (unaudited)

Revenue of $2.4 million compared to revenue of $3.4 million for the second quarter of fiscal 2018.

Growth in subscription, support and maintenance revenue (revenue of a recurring nature) of 34% for the quarter compared to second
quarter of fiscal 2018.

Non-GAAP loss from operations of $2.0 million compared to non-GAAP income from operations of $0.1 million for the second quarter of
fiscal 2018.

Net loss of $2.1 million, or $0.35 per share, compared to net income of $0.2 million, or $0.03 per share, for the second quarter of fiscal
2018.

Non-GAAP net loss of $2.0 million, or $0.34 per share, compared to non-GAAP net income of $0.1 million, or $0.01 per share, for the
second quarter of fiscal 2018.

Cash of $1.8 million as of October 31, 2018 compared to cash of $2.3 million as of April 30, 2018.

Management Commentary

“Continuing with the trend we experienced in the first quarter, we had strong growth in recurring revenue” said David Karp, Interim CEO and CFO.
“Our recurring revenue business contributed to more than 50% of the total revenue, and was at the highest level ever for CounterPath. Another
milestone for the Company was achieved in the second quarter with the launch of Bria Teams. This latest Software-as-a Service (SaaS) offering
combines all of CounterPath’s core technologies with newly introduced services such as team voice and video calling; in addition to secure
corporate instant messaging, presence, message synchronization and screen sharing, all hosted by CounterPath from the cloud. This
subscription-based offering will contribute to additional recurring revenue growth and is targeted towards new users within the small and medium-
sized business (SMB) enterprise market. Furthermore, we are expanding our product portfolio to address the demand for support in virtual
desktop infrastructure (VDI) environments. This included a customer contract last quarter with one of the top ten call center service providers
looking to enable voice capability for work-at-home users across various VDI hardware clients. As more employees work remotely rather than in a
corporate office setting, implementation of cloud-based virtual desktop infrastructure (VDI) is increasing. According to the Research and Markets
report, the global desktop virtualization market is projected to grow from USD 7.83 Billion in 2017 to USD 13.45 Billion by 2022, at a Compound
Annual Growth Rate (CAGR) of 11.4% during the forecast periodi." continued Karp.
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Financial Overview

(All amounts in U.S. dollars and in accordance with accounting principles generally accepted in the United States (“GAAP”) unless otherwise
specified – unaudited).

Revenue was $2.4 million for the quarter ended October 31, 2018 compared to $3.4 million for the same quarter in the last fiscal year. Software
revenue was $0.9 million compared to $1.8 million for the same quarter in the last fiscal year, subscription, support and maintenance revenue was
$1.3 million compared to $1.0 million for the same quarter in the last fiscal year, and professional services and other revenue was $0.2 million
compared to $0.6 million for the same quarter in the last fiscal year.

Operating expenses for the quarter ended October 31, 2018 were $4.5 million compared to $3.5 million for the same quarter in the last fiscal year.
Operating expenses for the quarter ended October 31, 2018 included a non-cash stock-based compensation expense of $0.1 million (2017 - $0.1
million) and a one-time accrual of $0.3 million related to the departure of the Company’s former chief executive officer. Cost of sales were $0.6
million for the quarter ended October 31, 2018 compared to $0.4 million for the same quarter in the last fiscal year. Sales and marketing expenses
were $1.0 million for the quarter ended October 31, 2018 compared to $1.0 million for the same quarter last fiscal year. For the quarter ended
October 31, 2018, research and development expenses were $1.4 million and general and administrative expenses were $1.6 million compared to
$1.3 million and $0.7 million, respectively, for the same quarter in the last fiscal year.

Foreign exchange gain for the quarter ended October 31, 2018 was $0.04 million compared to $0.2 million for the same quarter last fiscal year.
The foreign exchange gain (loss) represents the gain (loss) on account of translation of the intercompany accounts of the Company’s subsidiary
which are maintained in Canadian dollars and transactional gains and losses resulting from transactions denominated in currencies other than
U.S. dollars.

The net loss for the quarter ended October 31, 2018 was $2.1 million, or $0.35 per share, compared to a net income of $0.2 million, or $0.03 per
share, for the same quarter in the last fiscal year. As of October 31, 2018, the Company had $1.8 million in cash, compared to $2.3 million at April
30, 2018.

Forward-Looking Statements

This news release contains "forward-looking statements". Statements in this news release which are not purely historical are forward-looking
statements and include any statements regarding beliefs, plans, outlook, expectations or intentions regarding the future, including (1) the
statement that the launch of the Bria Teams will contribute to additional recurring revenue growth and is targeted towards new users within the
small and medium-sized business (SMB) enterprise market; (2) the Company’s plan to expand its product portfolio to address the demand for
support in virtual desktop infrastructure (VDI) environments; and (3) the expectation that the global desktop virtualization market will grow from
USD 7.83 Billion in 2017 to USD 13.45 Billion by 2022, at a Compound Annual Growth Rate (CAGR) of 11.4% . It is important to note that actual
outcomes and the Company’s actual results could differ materially from those in such forward-looking statements. Actual results could differ from
those projected in any forward-looking statements due to numerous factors. Such factors include, among others: (1) the variability in the
Company’s sales from reporting period to reporting period due to extended sales cycles as a result of selling the Company’s products through
channel partners or the length of time of deployment of the Company’s products by its customers; (2) the Company’s ability to manage its
operating expenses, which may adversely affect its financial condition and ability to continue to operate as a going concern; (3) the Company’s
ability to remain competitive as other better financed competitors develop and release competitive products; (4) a decline in the Company’s stock
price or insufficient investor interest in the Company’s securities which may impact the Company’s ability to raise additional financing as required
or may cause the Company to be delisted from a stock exchange on which its common stock trades; (5) the impact of intellectual property litigation
that could materially and adversely affect the Company’s business; (6) the success by the Company of the sales of its current and new products;
(7) the impact of technology changes on the Company’s products and industry; (8) the failure to develop new and innovative products using the
Company’s technologies including the refresh of our Software-as-a Service (SaaS) solution; and (9) the potential dilution to shareholders or
overhang on the Company’s share price of its outstanding stock options. Readers should also refer to the risk disclosures outlined in the
Company’s quarterly reports on Form 10-Q, the Company’s annual reports on Form 10-K, and the Company’s other disclosure documents filed
from time-to-time with the Securities and Exchange Commission at http://www.sec.gov and the Company’s interim and annual filings and other
disclosure documents filed from time-to-time on SEDAR at www.sedar.com.
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About CounterPath 
CounterPath Unified Communications solutions are changing the face of telecommunications. An industry and user favorite, Bria softphones for
desktop, tablet and mobile devices, together with Stretto Platform™ server solutions, enable operators, OEMs and enterprises large and small
around the globe to offer a seamless and unified over-the-top (OTT) communications experience across both fixed and mobile networks. The Bria
and Stretto combination enables an improved user experience as an overlay to the most popular UC and IMS telephony and applications servers
on the market today. Standards-based, cost-effective and reliable, CounterPath’s award-winning solutions power the voice and video calling,
messaging, and presence offerings of customers such as AT&T, Avaya, BroadSoft, BT, Cisco Systems, Metaswitch Networks, Mitel, NEC,
Network Norway, Nokia, Ribbon Communications, Rogers and Verizon. Visit CounterPath, www.counterpath.com.

Contacts:

David Karp 
Interim Chief Executive Officer and Chief Financial Officer, CounterPath 
dkarp@counterpath.com 

###

(TABLES TO FOLLOW)
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COUNTERPATH CORPORATION 
CONDENSED CONSOLIDATED BALANCE SHEETS

(Stated in U.S. Dollars)

  October 31,   April 30,  
  2018   2018  
       
Assets       
 Current assets:       
   Cash $  1,848,630 $  2,348,883 
   Accounts receivable (net of allowance for doubtful accounts of $1,071,383 (2018 - $322,638))  2,241,779  3,509,010 
   Deferred sales commission costs – current  103,292  – 
   Derivative assets  3,457  – 
   Prepaid expenses and deposits  177,585  191,245 
       Total current assets  4,374,743  6,049,138 
       
   Deposits  96,706  98,633 
   Deferred sales commission costs – non-current  62,253  – 
   Equipment  94,631  121,819 
   Goodwill  6,690,425  6,843,575 
   Intangibles and other assets  220,638  221,062 
Total Assets $  11,539,396 $  13,334,227 
       
Liabilities and Stockholders’ Equity       
 Current liabilities:       
   Accounts payable and accrued liabilities $  2,514,742 $  2,437,733 
   Derivative liability  13,719  – 
   Unearned revenue  2,597,465  2,565,876 
   Customer deposits  3,137  2,200 
   Accrued warranty  56,208  63,130 
       Total current liabilities  5,185,271  5,068,939 
       
   Deferred lease inducements  9,071  14,339 
   Loan payable  1,000,000  – 
   Unrecognized tax liability  9,763  9,763 
       Total liabilities  6,204,105  5,093,041 
       
 Stockholders’ equity:       
  Preferred stock, $0.001 par value 
    Authorized: 100,000,000 
    Issued and outstanding: October 31, 2018 – nil; April 30, 2018 – nil  –  – 
  Common stock, $0.001 par value 
    Authorized: 100,000,000 
    Issued: October 31, 2018 – 5,943,082; April 30, 2018 – 5,930,468  5,943  5,931 
 Additional paid-in capital  75,520,205  75,170,181 
 Accumulated deficit  (66,642,356)  (63,701,685)
 Accumulated other comprehensive loss – currency translation adjustment  (3,548,501)  (3,233,241)
     Total stockholders’ equity  5,335,291  8,241,186 
Liabilities and Stockholders’ Equity $  11,539,396 $  13,334,227 
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COUNTERPATH CORPORATION 
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS 

(Stated in U.S. Dollars) 
(Unaudited) 

  Three Months Ended   Six Months Ended  
  October 31,   October 31,  
  2018   2017   2018   2017  
Revenue:             
   Software $  923,416 $  1,816,867 $  2,279,418 $  3,515,760 
   Subscription, support and maintenance  1,319,840  981,619  2,570,860  1,948,681 
   Professional services and other  198,005  612,079  478,813  1,058,930 
             Total revenue  2,441,261  3,410,565  5,329,091  6,523,371 
Operating expenses:             
   Cost of sales (includes depreciation of $528 (2017 – $3,168))  623,811  380,822  1,219,367  769,065 
   Sales and marketing  967,689  1,031,227  1,962,649  2,035,511 
   Research and development  1,391,737  1,329,437  2,794,693  2,690,910 
   General and administrative  1,550,101  714,598  2,541,739  1,607,185 
             Total operating expenses  4,533,338  3,456,084  8,518,448  7,102,671 
Loss from operations  (2,092,077)  (45,519)  (3,189,357)  (579,300)
Interest and other income (expense), net:             
   Interest and other income             
   Interest expense  (4,661)  (162)  (4,666)  (215)
   Foreign exchange gain (loss)  43,535  204,515  124,471  (414,184)
   Change in fair value of derivative instruments  (10,554)  –  (5,152)  – 
             Total interest and other income (expense), net  28,320  204,353  114,653  (414,399)
Net income (loss) for the period $  (2,063,757) $  158,834 $  (3,074,704) $  (993,699)
             
Net income (loss) per share:             
   Basic $  (0.35) $  0.03 $  (0.52) $  (0.19)
   Diluted $  (0.35) $  0.03 $  (0.52) $  (0.19)
             
Weighted average common shares outstanding:             
   Basic  5,941,812  5,487,765  5,937,115  5,262,359 
   Diluted  5,941,812  5,892,580  5,937,115  5,262,359 
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Non-GAAP Financial Measures 
This news release contains “non-GAAP financial measures”. The non-GAAP financial measures in this news release consist of non-GAAP income
(loss) from operations which excludes non-cash stock-based compensation relative to income (loss) from operations calculated in accordance with
GAAP. The non-GAAP financial measures also include non-GAAP net income (loss) which excludes non-cash stock-based compensation, foreign
exchange gain (loss) and gain (loss) on change in fair value of derivative instruments relative to income (loss) calculated in accordance with
GAAP. Non-GAAP financial measures should not be considered as a substitute for, or superior to, measures of financial performance prepared in
accordance with GAAP. CounterPath utilizes both GAAP and non-GAAP financial measures to assess what it believes to be its core operating
performance and to evaluate and manage its internal business and assist in making financial operating decisions. CounterPath believes that the
inclusion of non-GAAP financial measures, together with GAAP measures, provides investors with an alternative presentation useful to investors'
understanding of CounterPath’s core operating results and trends.

Reconciliation to GAAP 
(Unaudited) 

  Six Months Ended   Three Months Ended  
  October 31,   October 31,  
  2018   2017   2018   2017  
Non-GAAP income (loss) from operations:             
             
   GAAP income (loss) from operations $  (3,189,357) $  (579,300) $  (2,092,077) $  (45,519)
   Plus:             
   Stock-based compensation  339,597  406,959  72,185  110,627 
   Non-GAAP income (loss) from operations $  (2,849,760) $  (172,341) $  (2,019,892) $  65,108 

  Six Months Ended   Three Months Ended  
  October 31,   October 31,  
  2018   2017   2018   2017  
Non-GAAP income (loss):             
             
   GAAP income (loss) $  (3,074,704) $  (993,699) $  (2,063,757) $  158,834 
   Plus:             
   Stock-based compensation  339,597  406,959  72,185  110,627 
   Foreign exchange gain (loss)  (124,471)  414,184  (43,535)  (204,515)
   Gain on change in fair value of derivative instruments  5,152  –  10,554  – 
   Non-GAAP net income (loss) $  (2,854,426) $  (172,556) $  (2,024,553) $  64,946 
             
             
   GAAP net income (loss) per share:             
     Basic and diluted $  (0.52) $  (0.19) $  (0.35) $  0.03 
             
   Non-GAAP net income (loss) per share:             
     Basic and diluted $  (0.48) $  (0.03) $  (0.34) $  0.01 

_______________________________________________________

i https://www.businesswire.com/news/home/20171214005583/en/Desktop-Virtualization-Market-Type-Organization-Size-Vertical
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