
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 6-K

Report of Foreign Private Issuer
Pursuant to Rule 13a-16 or 15d-16 of
the Securities Exchange Act of 1934

For the month of
May

 
2016

Commission File Number 001-37400   

 Shopify Inc.
(Translation of registrant’s name into English)

150 Elgin Street, 8th Floor
Ottawa, Ontario, Canada K2P 1L4

(Address of principal executive offices)

Indicate by check mark whether the registrant files or will file annual reports under cover of Form 20-F or Form 40-F:

Form 20-F X Form 40-F
 

Indicate by check mark if the registrant is submitting the Form 6-K in paper as permitted by Regulation S-T Rule 101(b)(1):           

         Indicate by check mark if the registrant is submitting the Form 6-K in paper as permitted by Regulation S-T Rule 101(b)(7):           



 

DOCUMENTS INCLUDED AS PART OF THIS REPORT

Exhibit
 

99.1 Shopify Inc. – Interim Financial Statements for the First Quarter ended March 31, 2016
  

99.2 Shopify Inc. – Interim Management’s Discussion and Analysis for the First Quarter ended March 31, 2016
  

99.3 Shopify Inc. – Form 52-109F2 Certificate of Interim Filings by CEO (pursuant to Canadian regulations)
  

99.4 Shopify Inc. – Form 52-109F2 Certificate of Interim Filings by CFO (pursuant to Canadian regulations)

This Report on Form 6-K is incorporated by reference into the Registration Statement on Form S-8 of the Registrant, which was originally filed with the
Securities and Exchange Commission on May 29, 2015 (File No. 333-204568).



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, thereunto duly authorized.

 Shopify Inc.
 (Registrant)
Date:  May 4, 2016  By: /s/ Joseph A. Frasca

 
Name: Joseph A. Frasca
Title: General Counsel and Secretary



EXHIBIT 99.1

Condensed Consolidated
Financial Statements

(unaudited)
March 31, 2016



Shopify Inc.
Condensed Consolidated Balance Sheets

(unaudited)
Expressed in US $000’s except share amounts

   As at  

   March 31, 2016  December 31, 2015

 Note  $  $
Assets      

Current assets      
Cash and cash equivalents 4  83,864  110,070
Marketable securities 4  105,600  80,103
Trade and other receivables   6,548  6,089
Other current assets   7,149  6,203

   203,161  202,465
Long term assets      
Property and equipment   34,558  33,048
Intangible assets   5,182  5,826
Goodwill   2,373  2,373

   42,113  41,247
Total assets   245,274  243,712

Liabilities and shareholders’ equity      
Current liabilities      
Accounts payable and accrued liabilities   27,070  23,689
Current portion of deferred revenue   14,522  12,726
Current portion of lease incentives   935  822

   42,527  37,237
Long term liabilities      
Deferred revenue   777  661
Lease incentives   10,993  10,497

   11,770  11,158
Commitments and contingencies 6   

Shareholders’ equity      
Common stock, unlimited Class A subordinate voting shares authorized, 63,814,554 and

56,877,089 issued and outstanding; unlimited Class B multiple voting shares
authorized, 17,215,321 and 23,212,769 issued and outstanding 8  233,411  231,452

Additional paid-in capital   14,128  11,719
Accumulated other comprehensive income 4  221 —
Accumulated deficit   (56,783)  (47,854)
Total shareholders’ equity   190,977  195,317

Total liabilities and shareholders’ equity   245,274  243,712

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Shopify Inc.
Condensed Consolidated Statements of Operations and Comprehensive Loss

(unaudited)
Expressed in US $000’s, except share and per share amounts

   Three months ended

   March 31, 2016  March 31, 2015

 Note  $  $
Revenues      

Subscription solutions   38,706  22,352
Merchant solutions   34,016  14,996

   72,722  37,348
Cost of revenues      

Subscription solutions   8,232  5,033
Merchant solutions   25,219  10,749

   33,451  15,782
Gross profit   39,271  21,566
Operating expenses      

Sales and marketing   28,008  13,540
Research and development   13,670  7,313
General and administrative   7,305  4,189

Total operating expenses   48,983  25,042
Loss from operations   (9,712)  (3,476)
Other income (expense)      

Interest income, net   203  11
Foreign exchange gain / (loss)   580  (1,065)

   783  (1,054)
Net loss   (8,929)  (4,530)

Other comprehensive income, net of tax      
Unrealized gain on foreign exchange 7  221  —

Comprehensive loss   (8,708)  (4,530)

      
Basic and diluted net loss per share attributable to shareholders 9  $ (0.11)  $ (0.12)
Weighted average shares used to compute basic and diluted net loss per share attributable to

shareholders 9  80,488,495  39,344,619

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Shopify Inc.
Condensed Consolidated Statements of Changes in Shareholders’ Equity

(unaudited)
Expressed in US $000’s except share amounts

 
Convertible 

Preferred Shares   Common Stock   Additional 
Paid-In
Capital

$  

Accumulated
Other

Comprehensive
Income

$  

Accumulated
Deficit

$  
Total

$ Shares  Amount $  Shares  Amount $  
As at December 31, 2014 27,159,277  87,056  39,310,446  4,055  5,685  —  (29,064)  67,732
Exercise of stock options —  —  115,546  153  (98)  —  —  55
Stock-based compensation —  —  —  —  1,403  —  —  1,403
Vesting of restricted shares —  —  38,052  95  —  —  —  95
Other comprehensive income —  —  —  —  —  —  —  —
Net loss for the period —  —  —  —  —  —  (4,530)  (4,530)
As at March 31, 2015 27,159,277  87,056  39,464,044  4,303  6,990  —  (33,594)  64,755

 
Convertible 

Preferred Shares   Common Stock   Additional 
Paid-In
Capital

$  

Accumulated
Other

Comprehensive
Income

$  

Accumulated
Deficit

$  
Total

$ Shares  Amount $  Shares  Amount $  
As at December 31, 2015 —  —  80,089,858  231,452  11,719  —  (47,854)  195,317
Exercise of stock options —  —  919,344  1,873  (1,029)  —  —  844
Stock-based compensation —  —  —  —  3,438  —  —  3,438
Vesting of restricted shares —  —  20,673  86  —  —  —  86
Other comprehensive income —  —  —  —  —  221  —  221
Net loss for the period —  —  —  —  —  —  (8,929)  (8,929)
As at March 31, 2016 —  —  81,029,875  233,411  14,128  221  (56,783)  190,977

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

3



Shopify Inc.
Condensed Consolidated Statements of Cash Flows

(unaudited)
Expressed in US $000’s

   Three months ended

   March 31, 2016  March 31, 2015

 Note  $  $
Cash flows from operating activities      
Net loss for the period   (8,929)  (4,530)
Adjustments to reconcile net loss to net cash provided by operating activities:      

Amortization and depreciation   3,058  1,470
Stock-based compensation   3,374  1,345
Vesting of restricted shares   86  95
Unrealized foreign exchange (gain) / loss   (978)  1,191

Change in lease incentives   609  539
Change in deferred revenue   1,912  1,137
Changes in non-cash working capital items 10  1,523  2,719
Net cash provided by operating activities   655  3,966
Cash flows from investing activities      
Purchase of marketable securities   (46,439)  —
Maturity of marketable securities   20,700  4,696
Acquisitions of property and equipment   (2,715)  (2,524)
Acquisitions of intangible assets   (330)  (1,020)
Net cash (used in) provided by investing activities   (28,784)  1,152
Cash flows from financing activities      
Proceeds from the exercise of stock options   844  55
Net cash provided by financing activities   844  55
Effect of foreign exchange on cash and cash equivalents   1,079  (978)
Net increase (decrease) in cash and cash equivalents   (26,206)  4,195
Cash and cash equivalents – Beginning of Period   110,070  41,953
Cash and cash equivalents – End of Period   83,864  46,148

      

Supplemental non-cash items 10     

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Shopify Inc.
Notes to the Condensed Consolidated Financial Statements

(unaudited)
Expressed in US $000's except share and per share amounts

1. Nature of Business

Shopify  Inc.  (“Shopify”  or  “the  Company”)  was  incorporated  as  a  Canadian  corporation  on  September  28,  2004.  The  Company’s  mission  is  to  make
commerce better for everyone. The Company provides the leading cloud-based, multi-channel commerce platform designed for small and medium-sized
businesses. Using a single interface, the Company’s merchants can design, set up and manage their business across multiple sales channels, including web
and mobile  storefronts,  social  media  storefronts  and physical  retail  locations.  The Company’s  platform provides merchants  with a  single  view of  their
business and customers across all of their sales channels and enables them to manage products and inventory, process orders and payments, ship orders,
build customer relationships and leverage analytics and reporting. The Company’s platform is engineered to enterprise-level standards and functionality
while designed for simplicity and ease-of-use.

The Company’s headquarters and principal place of business are in Ottawa, Canada.

Initial Public Offering

In May 2015, the Company completed its  initial  public offering,  or IPO, in which it  issued and sold 8,855,000 Class A subordinate voting shares at  a
public  offering  price  of $17.00 per  share  (including  the 1,155,000 Class  A  subordinate  voting  shares  purchased  by  the  underwriters  pursuant  to  the
exercise  of  the  over-allotment  option).  The  Company  received  net  proceeds  of $136,251 after  deducting  underwriting  discounts  and  commissions  of
$10,537 and  other  offering  expenses  of $3,747 .  Immediately  prior  to  consummation  of  the  IPO,  all  of  the  then-outstanding  common  shares  were
redesignated as an aggregate of 39,780,952 Class B multiple voting shares, and upon consummation of the IPO, all of the then-outstanding convertible
preferred stock automatically converted into an aggregate of 27,159,277 Class B multiple voting shares.

2. Basis of Presentation and Consolidation

These  unaudited  condensed  consolidated  financial  statements  include  the  accounts  of  the  Company  and  its  directly  and  indirectly  wholly  owned
subsidiaries: Shopify Payments (Canada) Inc., incorporated in Canada; Shopify International Ltd., incorporated in Ireland; Shopify (Australia) Pty Ltd.,
incorporated  in  Australia;  and  the  following  United  States  subsidiaries  each  incorporated  in  Delaware:  Shopify  Payments  (USA)  Inc.,  Shopify  Data
Processing  (USA)  Inc.,  Shopify  LLC  and  Shopify  Holdings  (USA)  Inc.  All  intercompany  accounts  and  transactions  have  been  eliminated  upon
consolidation.

These  unaudited  condensed  consolidated  financial  statements  of  the  Company  have  been  presented  in  United  States  dollars  (USD)  and  have  been
prepared in accordance with accounting principles generally accepted in the United States of America (“U.S. GAAP”), including the applicable rules and
regulations  of  the  Securities  and  Exchange  Commission  (“SEC”)  regarding  financial  reporting.  Certain  information  and  note  disclosures  normally
included in annual financial statements prepared in accordance with U.S. GAAP have been condensed or omitted pursuant to such rules and regulations.

In  the  opinion  of  the  Company,  the  accompanying  unaudited  condensed  consolidated  financial  statements  contain  all  adjustments,  consisting  of  only
normal recurring adjustments, necessary for a fair statement of its financial position, results of operations and comprehensive loss, cash flows and changes
in shareholders’ equity for the interim periods. The financial statements should be read in conjunction with the audited consolidated financial statements
and notes thereto for the year ended December 31, 2015 . The unaudited condensed consolidated balance sheet at December 31, 2015 was derived from
the audited annual financial statements, but does not contain all of the footnote disclosures from the annual financial statements.

The results for the three months ended March 31, 2016 are not necessarily indicative of the results expected for the full fiscal year.
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Shopify Inc.
Notes to the Condensed Consolidated Financial Statements

(unaudited)
Expressed in US $000's except share and per share amounts

3. Significant Accounting Policies

The  unaudited  condensed  consolidated  financial  statements  follow  the  same  accounting  policies  as  the  most  recent  annual  consolidated  financial
statements. New accounting policies adopted in the three months ended March 31, 2016 are discussed below.

Use
of
Estimates

The preparation of condensed consolidated financial statements, in accordance with U.S. GAAP, requires management to make estimates, judgments and
assumptions  that  affect  the  reported  amounts  of  assets  and  liabilities  at  the  date  of  the  condensed  consolidated  financial  statements  and  the  reported
amounts of revenues and expenses during the reporting period. Significant items that are subject to estimation and assumptions include: estimates related
to  contingencies  and  refundable  tax  credits;  chargebacks  on  Shopify  Payments  transactions  that  are  unrecoverable  from  merchants;  recoverability  of
deferred tax assets; fair values of assets and liabilities acquired in business combinations; capitalization of software development costs; estimated useful
lives  of  property  and  equipment  and  intangible  assets;  estimates  relating  to  the  recoverability  of  lease  inducements;  and  assumptions  used  when
employing the Black-Scholes valuation model to estimate the fair value of shares and stock-based awards. Actual results may differ from the estimates
made by management.

Concentration
of
Credit
Risk

The  Company’s  cash  and  cash  equivalents,  marketable  securities,  trade  and  other  receivables,  and  foreign  exchange  forward  contracts  subject  the
Company to concentrations of credit risk. Management mitigates this risk associated with cash and cash equivalents by making deposits and entering into
foreign exchange forward contracts  only with large Canadian and United States banks and financial  institutions that  are considered to be highly credit
worthy. Management mitigates the risks associated with marketable securities by complying with its investment policy, which stipulates minimum rating
requirements,  maximum  investment  exposures  and  maximum  maturities.  Due  to  the  Company’s  diversified  merchant  base,  there  is  no  particular
concentration of credit risk related to the Company’s trade receivables. Trade and other receivables are monitored on an ongoing basis to ensure timely
collection of amounts. There are no receivables from individual merchants accounting for 10% or more of revenues or receivables.

Interest
Rate
Risk

Certain  of  the  Company’s  cash  equivalents  and  marketable  securities  earn  interest.  The  Company’s  trade  and  other  receivables,  accounts  payable  and
accrued liabilities and lease liabilities do not bear interest. The Company is not exposed to material interest rate risk.

Foreign
Exchange
Risk,
Derivatives
and
Hedging

The  Company’s  exposure  to  foreign  exchange  risk  is  primarily  related  to  fluctuations  between  the  Canadian  dollar  and  the  United  States  dollar.  The
Company  is  exposed  to  foreign  exchange  fluctuations  on  the  revaluation  of  foreign  currency  assets  and  liabilities.  The  Company  may  use  foreign
exchange  derivative  products  to  manage  the  impact  of  foreign  exchange  fluctuations.  By  their  nature,  derivative  financial  instruments  involve  risk,
including the credit risk related to non-performance by counter parties.

Cash
Flow
Hedges

The Company's foreign exchange forward contracts are designated as cash flow hedges consist of foreign currency forecasted revenue, cost of revenue
and operating expenses. By their nature, derivative financial instruments involve risk, including the credit risk of non-performance by counter parties. The
Company may hold foreign exchange forward contracts  to mitigate  the risk of  future  foreign exchange rate  volatility  related to future Canadian dollar
denominated costs and current and future obligations.
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Shopify Inc.
Notes to the Condensed Consolidated Financial Statements

(unaudited)
Expressed in US $000's except share and per share amounts

Our foreign currency forward contracts generally have maturities of twelve months or less. The critical terms match is used when the key terms of the
hedging instrument and that of the hedged item are aligned; therefore, the changes in fair value of the forward contracts are recorded in accumulated other
comprehensive income ("AOCI").The effective portion of the gain or loss on each forward contract is reported as a component of AOCI and reclassified
into earnings to either revenue, cost of revenue, or operating expense in the same period, or periods during which the hedged transaction affects earnings.
The ineffective portion of the gains or losses, if any, is recorded immediately in other income (expense), net.

For  hedges  that  do  not  qualify  for  the  critical  terms  match  method  of  accounting,  a  formal  assessment  is  performed  to  verify  that  derivatives  used  in
hedging  transactions  continue  to  be  highly  effective  in  offsetting  the  changes  in  fair  value  or  cash  flows  of  the  hedged  item.  Hedge  accounting  is
discontinued  if  a  derivative  ceases  to  be  highly  effective,  matures,  is  terminated  or  sold,  if  a  hedged  forecasted  transaction  is  no  longer  probable  of
occurring,  or  if  the  Company  removes  the  derivative's  hedge  designation.  For  discontinued  cash  flow  hedges,  the  accumulated  gain  or  loss  on  the
derivative remains in AOCI and is reclassified into earnings in the period in which the previously hedged forecasted transaction impacts earnings or is no
longer probable of occurring.

In addition, the Company has a master netting agreement with each of our counterparties, which permits net settlement of multiple, separate derivative
contracts with a single payment. The Company has elected to present its derivative instruments on a net basis in the consolidated financial statements.

Accounting
Pronouncements
Adopted
in
the
Quarter

In May 2015, the Financial Accounting Standards Board issued ASU 2015-07, “Disclosures for Investments in Certain Entities That Calculate Net Asset
Value Per Share (or Its Equivalent)”, which amends ASC 820, Fair Value Measurement. The standard removes the requirement to categorize within the
fair  value  hierarchy  investments  for  which  fair  value  is  measured  using  the  net  asset  value  per  share  practical  expedient  and  removes  certain  related
disclosure requirements.  The amendment is effective for interim and annual periods beginning after December 15, 2015. The adoption of this standard
eliminated the requirement to disclose investments measured at Net Asset Value per Share in the fair value hierarchy table.

Recent
Accounting
Pronouncements
Not
Yet
Adopted

In  May  2014,  the  Financial  Accounting  Standards  Board  issued  Accounting  Standards  Update  (“ASU”)  No.  2014-9  “Revenue  from  Contracts  with
Customers.” The new accounting standards update requires an entity to apply a five step model to recognize revenue to depict the transfer of promised
goods and services  to customers in an amount that  reflects  the consideration to which the entity  expects  to be entitled in exchange for  those goods or
services, as well as a cohesive set of disclosure requirements that would result in an entity providing comprehensive information about the nature, timing,
and uncertainty of revenue and cash flows arising from an entity’s contracts with customers. In August 2015 the Financial Accounting Standards Board
issued ASU No. 2015-14, which deferred the effective date for all entities by one year. The standard becomes effective for reporting periods beginning
after December 15, 2017. Early adoption is permitted starting January 1, 2017. In March 2016, the Financial Accounting Standards Board issued ASU
No.  2016-08,  “Revenue  from  Contracts  with  Customers  (Topic  606),  Principal  versus  Agent  Considerations  (Reporting  Revenue  Gross  versus  Net)”,
updating the implementation guidance on principal versus agent considerations in the new revenue recognition standard. This standard clarifies that an
entity  is  a  principal  if  it  controls  the  specified  good  or  service  before  that  good  or  service  is  transferred  to  a  customer.  The  standard  also  includes
indicators to assist an entity in determining whether it controls a specified good or service before it is transferred to the customer. This standard has the
same effective date as ASU 2014-09. The Company is currently assessing the impact of these standards.

In February 2016, the Financial Accounting Standards Board issued ASU No. 2016-02, "Leases", which requires a lessee to record a right-of-use asset
and a corresponding lease liability, initially measured at the present value of the lease payments, on the balance sheet for all leases with terms longer than
12 months, as
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Shopify Inc.
Notes to the Condensed Consolidated Financial Statements

(unaudited)
Expressed in US $000's except share and per share amounts

well as the disclosure of key information about leasing arrangements. The standard requires recognition in the statement of operations of a single lease
cost, calculated so that the cost of the lease is allocated over the lease term, generally on a straight-line basis. This standard also requires classification of
all cash payments within operating activities in the statement of cash flows. A modified retrospective transition approach is required for operating leases
existing at, or entered into after, the beginning of the earliest comparative period presented in the financial statements, with certain practical expedients
available.  The  standard  is  effective  for  annual  periods  beginning  after  December  15,  2018.  Early  adoption  is  permitted.  The  Company  is  currently
assessing the impact of this standard.

In March 2016, the Financial Accounting Standards Board issued ASU No. 2016-09 "Compensation - Stock Compensation (Topic 718): Improvements to
Employee Share-Based Payment Accounting", which simplifies the accounting for stock based compensation, including forfeitures and the classification
of employee taxes paid on the statement of cash flows. The standard is effective for annual periods beginning after December 15, 2016. The Company is
currently assessing the impact of this standard.

4. Financial Instruments

As of March 31, 2016 , the Company’s financial instruments, measured at fair value on a recurring basis, were as follows:

 

Amount at 
Fair Value 

$

 Fair Value Measurements Using  

 
Level 1     

$  
Level 2     

$  
Level 3     

$

Assets:        
Cash equivalents:        

U.S. term deposits 1,250  1,250  —  —
Marketable securities:        

U.S. federal bonds 43,407  43,407  —  —
Corporate bonds 62,181  —  62,181  —

Derivatives:        
Foreign exchange forward contracts 221  —  221  —

All cash equivalents and marketable securities mature within one year of the consolidated balance sheet date.

As of December 31, 2015 , the Company’s financial instruments, measured at fair value on a recurring basis, were as follows:  

 

Amount at 
Fair Value 

$

 Fair Value Measurements Using  

 
Level 1    

$  
Level 2 

$  
Level 3 

$

Assets:        
Cash equivalents:        

U.S. term deposits 21,259  21,259  —  —
Marketable securities:        

U.S. federal bonds 35,970  35,970  —  —
Corporate bonds 44,028  —  44,028  —

Derivatives:        
Foreign exchange forward contracts —  —  —  —
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Shopify Inc.
Notes to the Condensed Consolidated Financial Statements

(unaudited)
Expressed in US $000's except share and per share amounts

As at March 31, 2016 the Company held foreign exchange forward contracts to convert USD into CAD to fund a portion of its operations. The fair value
of foreign exchange forward contracts and corporate bonds was based upon Level 2 inputs, which included period-end mid-market quotations for each
underlying contract as calculated by the financial institution with which the Company has transacted. The quotations are based on bid/ask quotations and
represent  the discounted future  settlement  amounts  based on current  market  rates.  There were no transfers  between Levels  1,  2  and 3 during the three
months ended March 31, 2016 . As at December 31, 2015 the Company did not hold any foreign exchange forward contracts.

Derivative
Instruments
and
Hedging

In March 2016, the Company implemented a hedging program to mitigate the impact of foreign currency fluctuations on future cash flows and earnings.
The Company entered into foreign exchange forward contracts with certain financial institutions and designated those hedges as cash flow hedges. As of
March 31, 2016 , $221 of unrealized gains related to the effective portion of changes in the fair value of foreign exchange forward contracts designated as
cash  flow hedges  were  included  in  accumulated  other  comprehensive  income  and  other  current  assets  on  the  balance  sheet.  The  Company  expects  to
reclassify $221 from accumulated other comprehensive loss into earnings over the next twelve months associated with its cash flow hedges. In the period
ended March 31, 2016, $330 of realized gains related to the maturity of foreign exchange forward contracts designated as cash flow hedges were included
in operating expenses. Under the current hedging program, the Company is hedging payroll and facilities costs.

The Company's foreign exchange forward contracts had a total notional value of $44,463 as of March 31, 2016 and have maturities of nine months or less.
There were no derivative assets or liabilities on the Company's consolidated balance sheet as of December 31, 2015 .

All derivatives have been designated as hedging instruments. There were no gains or losses on derivative instruments for the three months ended March
31, 2015 .

5. Credit Facilities

In March 2015, the Company entered into a credit facility with Silicon Valley Bank, which provides for a $25,000 revolving line of credit bearing interest
at  the  U.S.  prime rate,  as  published  by the  Wall  Street  Journal  plus  or  minus 25 basis points per  annum.  As at March 31, 2016 the effective rate was
3.25% .  The  credit  facility  was  renewed  on  March  11,  2016,  has  a  maturity  date  of  March  10,  2017,  and  is  collateralized  by  substantially  all  of  the
Company’s assets, including the stock of its subsidiaries named in the agreement as guarantors, but excluding the Company’s intellectual property, which
is subject to a negative pledge. As of March 31, 2016 , no amounts have been drawn under this credit facility and the Company is in compliance with all
of the covenants contained therein.

6. Commitments and Contingencies

Operating
Leases

The  Company  leases  space  for  its  offices  in  Ottawa,  Toronto  and  Kitchener-Waterloo,  Ontario,  Canada  and  Montreal,  Quebec,  Canada.  In  the three
months ended March 31, 2016 and 2015 , rent expense totalled $1,853 and $1,285 , respectively.

Amounts of minimum future annual rental payments under non-cancellable operating leases in each of the next five years and thereafter are as follows:  
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Shopify Inc.
Notes to the Condensed Consolidated Financial Statements

(unaudited)
Expressed in US $000's except share and per share amounts

Fiscal Year  
Amount

$

Remainder of 2016  5,246
2017  9,361
2018  9,457
2019  12,844
2020  12,973
Thereafter  82,290
Total future minimum lease payments  132,171

7. Changes in Accumulated Other Comprehensive Loss
 
The following table summarizes the changes in accumulated other comprehensive loss, which is reported as a component of shareholders’ equity, for the
three months ended March 31, 2016 :

  
Gains and Losses on Cash

Flow Hedges

  $

Beginning balance, at January 1, 2016  —

Other comprehensive income before reclassifications  551
Amounts reclassified from accumulated other comprehensive income  (330)

Net current-period other comprehensive income  221

Ending balance, March 31, 2016  221

8. Shareholders’ Equity

Convertible
Preferred
Shares

Upon the completion of the Company’s IPO, all  of  the then outstanding convertible  preferred shares were converted into 27,159,277 Class B multiple
voting shares.

Common
Stock
Authorized

Immediately prior to the completion of the Company’s IPO, all of the then outstanding 39,780,952 common shares were redesignated as Class B multiple
voting  shares.  The  Company  is  authorized  to  issue  an  unlimited  number  of  Class  A  subordinate  voting  shares  and  an  unlimited  number  of  Class  B
multiple voting shares. The Class A subordinate voting shares have one vote per share and the Class B multiple voting shares have 10 votes per share.

Preferred
Shares

The  Company  is  authorized  to  issue  an  unlimited  number  of  preferred  shares  issuable  in  series.  Each  series  of  preferred  shares  shall  consist  of  such
number of shares and having such rights, privileges, restrictions and conditions as may be determined by the Company’s Board of Directors prior to the
issuance thereof. Holders of preferred shares, except as otherwise provided in the terms specific to a series of preferred shares or as required by law, will
not be entitled to vote at meetings of holders of shares.

Stock-Based
Compensation

As at March 31, 2016 there were 5,600,723 shares reserved for issuance under the Company's Stock Option Plan and LTIP.
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Shopify Inc.
Notes to the Condensed Consolidated Financial Statements

(unaudited)
Expressed in US $000's except share and per share amounts

The following table summarizes the stock option and RSU award activities under the Company's share-based compensation plans for the three months
ended March 31, 2016 :

 Shares Subject to Options Outstanding  Outstanding RSUs

 
Number of
Options  (1)  

Weighted
Average

Exercise Price
$  

Remaining
Contractual

Term (in years)  

Aggregate
Intrinsic
Value (2) 

$  

Weighted
Average

Grant Date
Fair Value 

$  
Outstanding

RSUs  

Weighted
Average

Grant Date
Fair Value 

$

December 31, 2015 11,204,026  3.65  6.99  248,119  —  428,566  32.19

Stock options granted 551,105  22.44  —  —  —  —  —

Stock options exercised (919,344)  0.92  —  —  —  —  —

Stock options forfeited (123,937)  12.42  —  —  —  —  —

RSUs granted —  —  —  —  —  762,834  22.42

RSUs settled —  —  —  —  —  —  —

RSUs forfeited —  —  —  —  —  (16,646)  30.04

March 31, 2016 10,711,850  4.76  6.94  251,193  —  1,174,754  25.89

              
Stock options exercisable as of
March 31, 2016 6,551,527  1.07  5.90  177,808       

(1) As at March 31, 2016 9,524,120 of the outstanding stock options were granted under the Company's Legacy Option Plan and are exercisable for Class B multiple voting shares,
and 1,187,730 of the outstanding stock options were granted under the Company's Stock Option Plan and are exercisable for Class A subordinate voting shares.

(2) The aggregate intrinsic value is calculated as the difference between the closing market price and exercise price on March 31, 2016 and December 31, 2015 .

The  following  table  illustrates  the  classification  of  stock-based  compensation  in  the  Consolidated  Statements  of  Operations  and  Comprehensive  Loss,
which includes both stock-based compensation and restricted share-based compensation expense.  

 Three months ended

 March 31, 2016  March 31, 2015

 $  $

Cost of revenues 105  59
Sales and marketing 564  174
Research and development 2,030  779
General and administrative 761  428

 3,460  1,440

9. Earnings per Share

The  Company  applies  the  two-class  method  to  calculate  its  basic  and  diluted  net  loss  per  share  as  both  classes  of  its  voting  shares  are  participating
securities with equal participation rights and are entitled to receive dividends on a share for share basis.

The following table summarizes the reconciliation of the basic weighted average number of shares outstanding and the diluted weighted average number
of shares outstanding.
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Shopify Inc.
Notes to the Condensed Consolidated Financial Statements

(unaudited)
Expressed in US $000's except share and per share amounts

    

 Three months ended

 March 31, 2016  March 31, 2015

Basic and diluted weighted average number of shares outstanding 80,488,495  39,344,619
The following items have been excluded from the diluted weighted average number of shares

outstanding because they are anti-dilutive:    
Stock options 10,711,850  15,245,654
Restricted share units 1,174,754  —
Restricted shares 27,565  110,262
Convertible preferred shares —  27,159,277

 11,914,169  42,515,193

In the three months ended March 31, 2016 and 2015 , the Company was in a loss position and therefore diluted loss per share is equal to basic loss per
share.

10. Supplemental Cash Flow Information Items

The following table presents the changes in non-cash working capital items.

 Three months ended

 March 31, 2016  March 31, 2015

 $  $

Trade and other receivables (53)  1,538
Other current assets (725)  (1,982)
Accounts payable and accrued liabilities 2,301  3,163

 1,523  2,719

The following table provides supplemental disclosure of non-cash investing and financing activities.

 Three months ended

 March 31, 2016  March 31, 2015

 $  $

Acquired property and equipment remaining unpaid 1,690  1,372
Acquired intangibles assets remaining unpaid —  141
Capitalized stock-based compensation 64  58

11. Comparative Figures
    
Certain comparative figures have been reclassified in order to conform to the current year presentation.

12. Subsequent Events

On  April  18,  2016,  the  Company  completed  the  acquisition  of  Kit  CRM  Inc.  (“Kit”),  a  virtual  marketing  assistant  that  leverages  messaging  to  help
businesses market their online stores. The acquisition will bolster the Company's focus on the growing trend towards "conversational commerce," paving
the way for mobile and messaging platforms to help merchants run their businesses. The Company acquired 100 percent of the
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Expressed in US $000's except share and per share amounts

outstanding shares of Kit in exchange for purchase consideration of $8,000 in cash. The acquisition will be accounted for as a business combination.
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EXHIBIT 99.2

MANAGEMENT’S DISCUSSION AND ANALYSIS

May 4, 2016

In this Management’s Discussion and Analysis (MD&A) we explain Shopify’s results of operations and cash flows for the three months ended March 31, 2016 and
our financial position as of March 31, 2016 . You should read this MD&A together with our unaudited condensed consolidated financial statements and the related
notes for the same period. You should also refer to the Company's audited consolidated financial statements and the accompanying notes for the fiscal year ended
December 31, 2015 . Additional information regarding Shopify, including our annual report on Form 20-F, is available on our website at www.shopify.com, or at
www.sedar.com and www.sec.gov.

Our unaudited condensed consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States
of America ("U.S. GAAP"). All amounts are in U.S. dollars except where otherwise indicated.

Our MD&A is  intended to enable  readers  to  gain an understanding of  Shopify’s  results  of  operations,  cash flows and financial  position.  To do so,  we provide
information and analysis comparing our results of operations, cash flows and financial position for the current quarter with the same period from the preceding
fiscal year. We also provide analysis and commentary that we believe will help investors assess our future prospects. In addition, we provide “forward-looking
statements”  that  are  not  historical  facts,  but  that  are  based  on  our  current  estimates,  beliefs  and  assumptions  and  which  are  subject  to  known  and  unknown
important  risks,  uncertainties,  assumptions  and  other  factors  that  could  cause  actual  results  to  differ  materially  from  current  expectations.  Forward-looking
statements are intended to assist readers in understanding managements’ expectations as of the date of this MD&A and may not be suitable for other purposes. See
“Forward-looking statements” below.

In this MD&A, references to our “solutions” means the combination of products and services that we offer to merchants, and references to “our merchants” as of
a particular date means the total number of unique shops that are paying for a subscription to our platform. Unless the context requires otherwise, references in
this MD&A to “Shopify”, “we”, “us”, “our”, or “the Company” include Shopify Inc. and all of its subsidiaries.

Forward-looking statements

This MD&A contains forward-looking statements under the provisions of the United States Private Securities Litigation Reform Act of 1995, Section 27A of the
U.S. Securities Act of 1933, as amended, and Section 21E of the U.S. Securities Exchange Act of 1934, and forward-looking information within the meaning of
applicable Canadian securities legislation.

In  some  cases,  you  can  identify  forward-looking  statements  by  words  such  as  “may”,  "might",  “will”,  “should”,  “could”,  “expects”,  “intends”,  “plans”,
“anticipates”,  “believes”,  “estimates”,  “predicts”,  “projects”,  “potential”,  “continue”,  or  the  negative  of  these  terms  or  other  similar  words.  In  addition,  any
statements or information that refer to expectations, beliefs, plans, projections, objectives, performance or other characterizations of future events or circumstances,
including any underlying assumptions,  are  forward-looking.  In  particular,  forward-looking statements  in  this  MD&A include,  but  are  not  limited  to,  statements
about:

• the achievement of advances in, and expansion of, our platform and our solutions;
• the intended growth of our lbusiness and making investments to drive future growth;
• our ability to generate revenue while controlling costs and expenses;
• our ability to increase sales to our merchants;
• our belief that our business may become more seasonal in the future, and that historical patterns may not be a reliable indicator of our future

performance;
• our expectation that the cost of subscription solutions will increase;
• our expectation that our subscription solutions gross margin percentage will fluctuate modestly;
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• our expectation that our gross margin percentage on subscription solutions will remain stable;
• our expectation that the cost of merchant solutions will increase;
• our expectation that our gross margin percentage on merchant solutions will stabilize in the short term, and increase in the longer term;
• our plan to continue to expand sales and marketing efforts, including adding outbound sales personnel and expanding our marketing activities;
• our expectation that sales and marketing expenses will decline over time as a percentage of total revenues;
• our expectation that research and development expenses will increase, and over the long term will decline as a percentage of total revenues;
• our expectation that general and administrative expenses will increase, but will decrease as a percentage of total revenues;
• our belief that we have sufficient liquidity to meet our current and planned financial obligations; and,
• potential selective acquisitions and investments.

The  forward-looking  statements  contained  in  this  MD&A are  based  on  our  management’s  perception  of  historic  trends,  current  conditions  and  expected  future
developments, as well as other assumptions that management believes are appropriate in the circumstances, which include, but are not limited to:

• our ability to attract new merchants;
• our ability to retain merchants as they grow their businesses on our platform;
• our ability to increase revenues from both new and existing merchants;
• assumptions about the growth of our merchants’ revenues;
• our ability to reach economies of scale;
• our ability to offer more sales channels that can connect to the platform;
• our ability to develop new, higher-margin solutions to extend the functionality of our platform;
• assumptions as to the mix of subscription plans that our merchants select;
• assumptions as to the timing of infrastructure expansion projects;
• our ability to predict future commerce trends and technology;
• our ability to enhance our ecosystem and partner programs;
• our ability to provide a high level of merchant service and support;
• our ability to hire, retain and motivate qualified personnel;
• our expectations on future costs of compliance associated with being a public company;
• our future expenses and financing requirements;
• our ability to protect against currency, interest rate and inflation risks; and
• our critical accounting policies and estimates.

Factors that may cause actual results to differ materially from current expectations may include, but are not limited to, risks and uncertainties that are discussed in
greater detail in the "Risk Factors" section of our Annual Report on Form 20-F for the year ended December 31, 2015 and elsewhere in this MD&A, including but
not limited to risks relating to:

• our rapid growth and managing our growth;
• we have a history of losses and we may be unable to achieve profitability;
• our limited operating history in a new and developing market;
• our ability to innovate;
• a denial of service attack or security breach;
• payments processed through Shopify Payments;
• our reliance on a single supplier to provide the technology we offer through Shopify Payments;
• the security of personally identifiable information we store relating to merchants and their customers;
• serious software errors or defects;
• exchange rate fluctuations may negatively affect our results of operations;
• we may be unable to achieve or maintain data transmission capacity;

2



• our growth depends in part on the success of our strategic relationships with third parties;
• if we fail to maintain a consistently high level of customer service;
• the limited number of data centers we use;
• if our solutions do not operate as effectively when accessed through mobile devices;
• changes to technologies used in our platform or new versions or upgrades of operating systems and internet browsers;
• the impact of worldwide economic conditions, including the resulting effect on spending by small and medium-sized businesses ("SMBs");
• we may be subject to claims by third-parties of intellectual property infringement;
• we may be unable to obtain, maintain and protect our intellectual property rights and proprietary information or prevent third-parties from making

unauthorized use of our technology;
• our use of “open source” software;
• if we are unable to generate traffic to our website through search engines and social networking sites;
• if we fail to effectively maintain, promote and enhance our brand;
• if we are unable to hire, retain and motivate qualified personnel;
• we are dependent on the continued services and performance of our senior management and other key employees;
• activities of merchants or the content of their shops;
• seasonal fluctuations;
• international sales and the use of our platform in various countries;
• changes to third-party apps and themes, or if we fail to provide desirable third-party apps and themes;
• our reliance on computer hardware, software licensed from and services rendered by third-parties, sometimes by a single-source supplier;
• we may not be able to compete successfully against current and future competitors;
• our lack of history with our solutions or pricing models;
• acquisitions and investments;
• provisions of our debt instruments;
• the possible need to raise additional funds to pursue our growth strategy or continue our operations;
• unanticipated changes in effective tax rates or adverse outcomes resulting from examination of our income or other tax returns;
• new tax laws could be enacted or existing laws could be applied to us or our merchants;
• if we are required to collect state and local business taxes and sales and use taxes in additional jurisdictions;
• our tax carryforwards;
• our dependence upon consumers’ and merchants’ willingness to use the internet for commerce;
• challenges in expanding into new geographic regions; and
• our reported financial results may be materially and adversely affected by changes in accounting principles generally accepted in the United States.

Although  we  believe  that  the  plans,  intentions,  expectations,  assumptions  and  strategies  reflected  in  our  forward-looking  statements  are  reasonable,  these
statements relate to future events or our future financial performance, and involve known and unknown risks, uncertainties and other factors which are, in some
cases,  beyond our  control.  If  one  or  more  of  these  risks  or  uncertainties  occur,  or  if  our  underlying  assumptions  prove  to  be  incorrect,  actual  results  may vary
significantly from those implied or projected by the forward-looking statements. No forward-looking statement is a guarantee of future results. You should read
this MD&A and the documents that we reference in this MD&A completely and with the understanding that our actual future results may be materially different
from any future results expressed or implied by these forward-looking statements.

The forward-looking statements  in this  MD&A represent  our views as of the date of this MD&A. We anticipate that  subsequent events and developments  may
cause our views to change. However, while we may elect to update these forward-looking statements at some point in the future, we have no current intention of
doing so except to the extent required by applicable law. Therefore, these forward-looking statements do not represent our views as of any date other than the date
of this MD&A.
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Overview

Shopify provides the leading cloud-based, multi-channel commerce platform designed for small and medium-sized businesses. Merchants use our software to run
their  business  across  all  of  their  sales  channels,  including web and mobile  storefronts,  social  media  storefronts,  and physical  retail  locations.  As the number of
channels over which merchants transact continues to expand, the importance of a multi-channel platform that is both fully integrated and easy to use increases. The
Shopify platform provides merchants with a single view of their business and customers across all of their sales channels and enables them to manage products and
inventory,  process  orders  and  payments,  ship  orders,  build  customer  relationships  and  leverage  analytics  and  reporting  all  from  one  integrated  back  office.
Merchants  can  also  use  Shopify  Mobile,  our  iPhone  and  Android  application,  to  track  and  manage  their  business  on  the  go.  The  Shopify  platform  has  been
engineered to enterprise-level standards and functionality while being designed for simplicity and ease-of-use. We have also designed our platform with a robust
technical infrastructure able to manage large spikes in traffic and an application ecosystem to integrate additional functionality. We are constantly innovating and
enhancing our platform, with our continuously deployed, multi-tenant architecture ensuring all of our merchants are always using the latest technology.

A  rich  ecosystem  of  app  developers,  theme  designers  and  other  partners  has  evolved  around  the  Shopify  platform.  With  over 9,000 active  partners  referring
merchants over the last 12 months, we have built a strong, symbiotic relationship with our partners that continues to grow. We believe this ecosystem has grown in
part due to the platform’s functionality, which is highly extensible and can be expanded through our application program interface ("API") and the more than 1,500
apps available in the Shopify App Store. This ecosystem helps drive the growth of our merchant base, which in turn further accelerates growth of the ecosystem.

Our mission is to make commerce better for everyone, and we believe we can help merchants of nearly all sizes and retail verticals realize their potential. While
our platform can scale to meet the needs of larger merchants, we focus on selling to SMBs. As of March 31, 2016 , we had more than 275,000 merchants from
approximately 150 countries using our platform, representing growth of 71.0% in the number of merchants using our platform relative to March 31, 2015 . In Q1
2016 , our platform processed Gross Merchandise Volume ("GMV") of $ 2.7 billion , representing an increase of 104.8% from the three months ended March 31,
2015 .

Our business has experienced rapid growth. During the three months ended March 31, 2016 our total revenue was $72.7 million , an increase of 94.7% versus the
three  months  ended  March  31,  2015 .  Our  business  model  has  two  revenue  streams:  a  recurring  subscription  component  we  call  subscription  solutions  and  a
merchant success-based component we call merchant solutions.

We generate  the majority  of  our revenues through the sale of  subscriptions to our platform.  In the three months ended March 31, 2016 , subscription solutions
revenues accounted for 53.2% of our total revenues ( 59.8% in the three months ended March 31, 2015 ). We offer a range of plans that increase in price depending
on additional features and economic considerations. We also offer Shopify Plus, which caters to merchants with higher-volume sales and additional functionality,
scalability and support requirements. Redbull, P&G, Tesla, RadioShack and the New York Stock Exchange are among the more than 1,000 Shopify Plus merchants
seeking a reliable, cost-effective and scalable commerce solution. The flexibility of our pricing plans is designed to help our merchants grow in a cost-effective
manner and to provide more advanced features and support as their business needs evolve.

Revenue from subscription solutions is generated through the sale of subscriptions to our platform as well as from the sale of themes, apps and the registration of
domain names. Our merchants typically enter into monthly subscription plans, so we do not believe deferred revenue is an accurate indicator of future revenue.
Instead, we believe Monthly Recurring Revenue ("MRR") is most closely correlated with the long-term value of our merchant relationships. Subscription solutions
revenues increased from $ 22.4 million in the three months ended March 31, 2015 to $ 38.7 million in the three months ended March 31, 2016 , representing an
increase of 73.2% . As of March 31, 2016 , MRR totaled $12.8 million , representing an increase of 72.7% relative to MRR at March 31, 2015 .

We offer a variety of merchant solutions that are designed to add value to our merchants and augment our subscription solutions. During the three months ended
March 31, 2016 , merchant solutions revenues accounted for 46.8% of total
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revenues ( 40.2% in the three months ended March 31, 2015 ). We principally generate merchant solutions revenues from payment processing fees from Shopify
Payments. Shopify Payments is a fully integrated payment processing service that allows our merchants to accept and process payment cards online and offline. As
a result of the launch of Shopify Payments in August 2013, we have seen significant growth in the revenues generated from our merchant solutions. In addition to
payment processing fees from Shopify Payments, we also generate merchant solutions revenue from transaction fees, Shopify Shipping, referral fees from partners,
and  sales  of  point-of-sale  ("POS")  hardware.  Our  merchant  solutions  revenues  are  directionally  correlated  with  the  level  of  GMV  that  our  merchants  process
through our platform. Merchant solutions revenues increased from $ 15.0 million in the three months ended March 31, 2015 , to $ 34.0 million in the three months
ended March 31, 2016 , representing an increase of 126.8% .

Our business model is driven by our ability to attract new merchants, retain existing merchants and increase sales to both new and existing merchants. The total
number of  merchants  using our platform grew from more than 243,000 as of December 31, 2015 to more than 275,000 as of March 31, 2016 . Our merchants
represent a wide array of retail verticals and business sizes and no single merchant has ever represented more than two percent of our total revenues in a single
reporting period.  We believe that  our future success is  dependent  on many factors,  including our ability  to expand our merchant  base,  retain merchants  as they
grow  their  businesses  on  our  platform,  offer  more  sales  channels  that  can  connect  to  the  platform,  develop  new  solutions  to  extend  the  functionality  of  our
platform, enhance our ecosystem and partner programs, provide a high level of merchant service and support, and hire, retain and motivate qualified personnel. As
of March 31, 2016 , Shopify had more than 1,200 employees and consultants.

We have focused on rapidly growing our business and plan to continue making investments to drive future growth. We believe that our investments will increase
our revenue base, improve the retention of this base and strengthen our ability to increase sales to our merchants. If we are unable to achieve our revenue growth
objectives, we may not be able to achieve profitability.

Key Performance Indicators

Key performance indicators that we use to evaluate our business, measure our performance, identify trends affecting our business, formulate financial projections
and make strategic decisions include Monthly Recurring Revenue ("MRR") and Gross Merchandise Volume ("GMV"). Our key performance indicators may be
calculated in a manner different than similar key performance indicators used by other companies.

The following table sets forth the key performance indicators that we use to evaluate our business for the three months ended March 31, 2016 , and 2015 .

 Three months ended

 March 31, 2016  March 31, 2015

 (in thousands)

Monthly Recurring Revenue $ 12,779  $ 7,400
Gross Merchandise Volume $ 2,671,801  $ 1,324,082

Monthly
Recurring
Revenue

We calculate MRR at the end of each period by multiplying the number of merchants who have subscription plans with us at the period end date by the average
monthly  subscription  plan  fee  in  effect  on  the  last  day of  that  period,  assuming they maintain  their  subscription  plans  the  following month.  MRR allows us  to
average our various pricing plans and billing periods into a single, consistent number that we can track over time. We also analyze the factors that make up MRR,
specifically the number of paying merchants using our platform and changes in our average revenue earned from subscription plan fees per paying merchant. In
addition, we use MRR to forecast monthly, quarterly and annual subscription plan revenue which makes up the majority of our subscriptions solutions revenue. We
had $ 12.8 million of MRR as at March 31, 2016 .
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Gross
Merchandise
Volume

GMV is the total dollar value of orders processed through our platform in the period, net of refunds, and inclusive of shipping and handling, duty and value-added
taxes. GMV does not represent revenue earned by us. However, the volume of GMV processed through our platform is an indicator of the success of our merchants
and the strength of our platform. Our merchant solutions revenues are also directionally correlated with the level of GMV processed through our platform. For the
three months ended March 31, 2016 , we processed GMV of $ 2.7 billion .

Factors Affecting the Comparability of our Results

Change
in
Revenue
Mix

Within  our  merchant  solutions  offerings,  we  introduced  Shopify  Payments  in  the  United  States  in  August  2013,  in  Canada  in  September  2013,  in  the  United
Kingdom  in  November  2014  and  in  Australia  in  November  2015.  As  a  result  of  introducing  Shopify  Payments,  our  revenues  from  merchant  solutions  and
associated costs have increased significantly. Merchant solutions are intended to supplement subscription solutions by providing additional value to our merchants
and increasing their use of our platform. Gross profit margins on merchant solutions are typically lower than on subscription solutions due to the associated third-
party costs of providing these solutions. As a result, the introduction of Shopify Payments and the resultant shift in the mix of revenue sources has affected our
overall  gross  margin  percentage.  More  specifically,  while  our  total  revenues  have  increased  in  recent  periods,  principally  as  a  result  of  introducing  Shopify
Payments, our overall gross margin percentage has decreased in these periods. Although Shopify Payments is an inherently lower gross margin solution, we view
this  revenue  stream  as  beneficial  to  our  operating  margins  as  Shopify  Payments  requires  significantly  less  sales  and  marketing  and  research  and  development
expense than Shopify’s core subscription business, and is also designed to drive higher retention among merchant subscribers.

Seasonality

Our merchant  solutions  revenues  are  directionally  correlated  with  the  level  of  GMV that  our  merchants  process  through our  platform.  Our merchants  typically
process additional GMV during the holiday season. As a result,  we have historically generated higher merchant solutions revenues in our fourth quarter than in
other quarters. While we believe that this seasonality has affected and will continue to affect our quarterly results, our rapid growth has largely masked seasonal
trends to date. As a result of the continued growth of our merchant solutions offerings, we believe that our business may become more seasonal in the future and
that historical patterns in our business may not be a reliable indicator of our future performance.

Foreign
Currency
Fluctuations

While  most  of  our  revenues  are  denominated  in  U.S.  dollars,  a  significant  portion  of  our  operating  expenses  are  incurred  in  Canadian  dollars.  As a  result,  our
results  of  operations will  be adversely impacted by an increase in the value of  the Canadian dollar  relative to the U.S. dollar.  In addition,  a  portion of Shopify
Payments  revenue  is  based  on  the  local  currency  of  the  country  in  which  the  applicable  merchant  is  located  and  these  transactions  expose  us  to  currency
fluctuations to the extent non-U.S. dollar based payment processing and other merchant solutions revenues increase.

Key Components of Results of Operations

Revenues

We derive revenues from subscription solutions and merchant solutions.

Subscription Solutions

We  principally  generate  subscription  solutions  revenues  through  the  sale  of  subscriptions  to  our  platform.  We  also  generate  associated  subscription  solutions
revenues from the sale of themes, apps and registration of domain names.
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We  offer  subscription  plans  with  various  price  points,  from  entry  level  plans  to  Shopify  Plus,  a  plan  for  merchants  with  higher-volume  sales  and  additional
functionality, scalability and support requirements. Our subscription plans typically have a one-month term, although a small number of our merchants have annual
or  multi-year  subscription  terms.  Subscription  terms  automatically  renew  unless  notice  of  cancellation  is  provided  in  advance.  Most  merchants  purchase
subscription plans directly from us, although a small number of subscription plans are purchased through third-parties with whom we have reseller agreements in
place. Where we contract directly with the merchant, subscription fees are paid to us at the start of the applicable subscription period, regardless of the length of the
subscription period. As subscription fees are received in advance of providing the related services, we record deferred revenue on our consolidated balance sheet
for the unearned revenue and recognize revenue ratably over the related subscription period. These subscription fees are non-refundable. Where we have reseller
agreements  in  place,  we  bill  the  reseller  for  eligible  merchants  on  a  monthly  basis  and  do  not  record  deferred  revenues  on  our  consolidated  balance  sheet  in
connection with these subscriptions.

We  also  generate  additional  subscription  solutions  revenues  from  merchants  that  have  subscription  plans  with  us  through  the  sale  of  themes,  apps  and  the
registration of domain names.  Revenues from the sale of  themes and apps are recognized at  the time of the transaction.  The right  to  use domain names is  sold
separately and is recognized on a ratable basis over the contractual term, which is typically an annual term. Revenues from the sale of apps are recognized net of
amounts attributable to the third-party app developers, while revenues from the sale of themes and domains are recognized on a gross basis. Revenues from the sale
of themes, apps and the registration of domain names have been classified within subscription solutions on the basis that they are typically sold at  the time the
merchant enters into the subscription arrangement or because they are charged on a recurring basis.

Merchant Solutions

We generate merchant solutions revenues from payment processing fees from Shopify Payments,  transaction fees,  Shopify Shipping, referral  fees from partners
and sales of POS hardware.

The significant majority of merchant solutions revenues are generated from Shopify Payments. Revenue from processing payments is recognized at the time of the
transaction. For Shopify Payments transactions, fees are determined based in part on a percentage of the dollar amount processed plus a per transaction fee, where
applicable.

For subscription plans where the merchant does not sign up for Shopify Payments, we typically charge a transaction fee based on a percentage of GMV processed.
We bill our merchants for transaction fees at the end of a 30-day billing cycle and any fees that have not been billed are accrued as an unbilled receivable at the end
of the reporting period.

Shopify Shipping was launched in the United States in September 2015 and allows merchants to buy and print shipping labels and track orders directly within the
Shopify platform. We bill our merchants when they have purchased shipping labels in excess of predetermined billing thresholds, and any charges that have not
been billed are accrued as unbilled receivables at the end of the reporting period. For Shopify Shipping, fees are determined based on the type of labels purchased.
We recognize revenue from Shopify Shipping net of shipping costs, as we are the agent in the arrangement with merchants.

We also generate merchant solutions revenues in the form of referral fees from partners to whom we direct business. Pursuant to terms of the agreements with our
partners, these revenues can be recurring or non-recurring. Where the agreement provides for recurring payments to us, we typically earn revenues so long as the
merchant that we have referred to the partner continues to use the services of the partner. Non-recurring revenues generally take the form of one-time payments
that we receive when we initially refer the merchant to the partner. In either case, we recognize referral revenues when we are entitled to receive payment from the
partner pursuant to the terms of the underlying agreement.

In connection with Shopify POS, a mobile application that lets merchants sell their products in a physical or retail setting, we sell compatible hardware products
which  are  sourced  from third-party  vendors.  We  recognize  revenues  from the  sale  of  POS hardware  when  title  passes  to  the  merchant  in  accordance  with  the
shipping terms of the sale.
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For  a  discussion  of  how  we  expect  seasonal  factors  to  affect  our  merchant  solutions  revenue,  see  “—Factors  Affecting  the  Comparability  of  our  Results—
Seasonality.”

Cost
of
Revenues

Cost of Subscription Solutions

Cost  of  subscription  solutions  consists  primarily  of  costs  associated  with  hosting  infrastructure,  billing  processing  fees,  and  operations  and  merchant  support
expenses.  Operations  and  merchant  support  expenses  include  costs  associated  with  our  data  and  network  infrastructure  and  personnel-related  costs  directly
associated with operations and merchant support,  including salaries,  benefits and stock-based compensation, as well as allocated overhead. Overhead associated
with facilities,  information technology and depreciation is allocated to our cost of revenues and operating expenses based on headcount.  We expect that cost of
subscription solutions will increase in absolute dollars as we continue to invest in growing our business. Over time, we expect that our subscription solutions gross
margin percentage will fluctuate modestly based on the mix of subscription plans that our merchants select and the timing of infrastructure expansion projects.

Additionally, cost of subscription solutions includes costs we are required to pay to third-party developers in connection with sales of themes. Our paid themes are
primarily designed by third-party developers who earn fees for each theme sold by us. The amount paid to the third-party developer varies depending on whether
the developer has agreed to provide ongoing support to the merchant in connection with the merchant’s use of the theme.

Also included as cost of subscription solutions are domain registration fees and amortization of internal use software relating to the capitalized costs associated
with the development of the platform and data infrastructure.

We expect  that  the cost  of  subscription solutions  will  increase  in  absolute  dollars  in  future  periods  as  the number  of  merchants  utilizing the  platform increases
along with the costs of supporting those merchants. The gross margin percentage on subscription solutions is expected to remain relatively stable.
 
Cost of Merchant Solutions

Cost of merchant solutions primarily consists of costs that we incur when transactions are processed using Shopify Payments, such as credit card interchange and
network  fees  (charged  by  credit  card  providers  such  as  Visa,  Mastercard  and  American  Express)  as  well  as  third-party  processing  fees.  In  August  2013,  we
launched Shopify Payments in the United States and have since released Shopify Payments in other jurisdictions. As a result of introducing Shopify Payments, our
cost of merchant solutions has increased significantly. Cost of merchant solutions also consists of costs associated with hosting infrastructure and operations and
merchant support expenses, including personnel-related costs directly associated with merchant solutions such as salaries, benefits and stock-based compensation,
as  well  as  allocated  overhead.  Overhead  associated  with  facilities,  information  technology  and  depreciation  is  allocated  to  our  cost  of  revenues  and  operating
expenses based on headcount.

Cost of merchant solutions also includes costs associated with POS hardware, such as the cost of acquiring the hardware inventory, including hardware purchase
price,  expenses  associated  with  a  third-party  fulfillment  company,  shipping  and  handling  and  inventory  adjustments.  Also  included  within  cost  of  merchant
solutions is amortization of internal use software relating to capitalized costs associated with the development of merchant solutions.

We expect that the cost of merchant solutions will increase in absolute dollars in future periods as the number of merchants utilizing these solutions increases and
the volume processed also grows. The gross margin percentage on merchant solutions is expected to stabilize in the short term. In the longer term, we believe that
we may see increases in our gross margin percentage of merchant solutions as additional higher-margin merchant solutions offerings, such as Shopify Shipping, are
launched.
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Operating
Expenses

Sales and Marketing

Sales and marketing expenses consist primarily of marketing programs, partner referral payments related to merchant acquisitions, employee-related expenses for
marketing,  business  development  and  sales,  as  well  as  the  portion  of  merchant  support  required  for  the  onboarding  of  prospective  new merchants.  Other  costs
within sales and marketing include commissions, travel-related expenses and corporate overhead allocations. Costs to acquire merchants are expensed as incurred.
We plan to continue to expand sales and marketing efforts to attract new merchants, retain existing merchants and increase revenues from both new and existing
merchants.  This  growth  will  include  adding  sales  personnel  and  expanding  our  marketing  activities  to  continue  to  generate  additional  leads  and  build  brand
awareness. Over time, we expect sales and marketing expenses will decline as a percentage of total revenues.
 
Research and Development

Research and development expenses consist primarily of employee-related expenses for product management, product development and product design, contractor
and consultant  fees  and  corporate  overhead  allocations.  We continue  to  focus  our  research  and  development  efforts  on  adding  new features  and  solutions,  and
increasing the functionality and enhancing the ease of use of our platform. While we expect research and development expenses to increase in absolute dollars as
we continue to increase the functionality of our platform, over the long term we expect our research and development expenses will decline as a percentage of total
revenues.

General and Administrative

General and administrative expenses consist of employee-related expenses for finance and accounting, legal, data analytics, administrative, human resources and
IT personnel, professional fees, other corporate expenses and corporate overhead allocations. We expect that general and administrative expenses will increase on
an absolute dollar basis but decrease as a percentage of total revenues as we focus on processes, systems and controls to enable our internal support functions to
scale with the growth of our business. We also anticipate continued increases to general and administrative expenses as we incur the costs of compliance associated
with being a public company, including increased accounting and legal expenses.

Other
Income
(Expenses)

Other income (expenses) consists primarily of transaction gains or losses on foreign currency and interest income net of interest expense.

Quarterly Results of Operations

The following table sets forth our results of operations for the three months ended March 31, 2016 and 2015 .
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 Three months ended March 31,

 2016  2015

 (in thousands, except share and per share data)
Revenues:    

Subscription solutions $ 38,706  $ 22,352
Merchant solutions 34,016  14,996

 72,722  37,348
Cost of revenues (1) :    

Subscription solutions 8,232  5,033
Merchant solutions 25,219  10,749

 33,451  15,782
Gross profit 39,271  21,566
Operating expenses:    

Sales and marketing (1) 28,008  13,540
Research and development (1) 13,670  7,313
General and administrative (1)(2) 7,305  4,189

Total operating expenses 48,983  25,042
Loss from operations (9,712)  (3,476)
Other income (expense):    

Interest income, net 203  11
Foreign exchange gain / (loss) 580  (1,065)

 783  (1,054)
Net loss $ (8,929)  $ (4,530)
Other comprehensive income    

Unrealized gain on foreign exchange 221  —
Comprehensive loss (8,708)  (4,530)
Basic and diluted net loss per share attributable to shareholders (2)(3) $ (0.11)  $ (0.12)
Weighted average shares used to compute net loss per share attributable to shareholders 80,488,495  39,344,619

(1) Includes stock-based compensation expense and related payroll taxes as follows:
 

 Three months ended March 31,

 2016  2015

 (in thousands)
Cost of revenues $ 115  $ 59
Sales and marketing 605  174
Research and development 2,291  779
General and administrative 781  428

 $ 3,792  $ 1,440

(2) Includes sales and use taxes of nil , $566 for the three months ended March 31, 2016 and 2015 .
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(3) For the period preceding our initial public offering, does not give effect to the conversion of Series A, Series B and Series C convertible preferred shares into Class B multiple voting shares,
which occurred upon the consummation of our initial public offering on May 27, 2015.

Revenues

 Three Months Ended March 31, 2016 vs. 2015

 2016  2015  % Change

 (in thousands, except percentages)
Revenues:      

Subscription solutions $ 38,706  $ 22,352  73.2%
Merchant solutions 34,016  14,996  126.8%

 $ 72,722  $ 37,348  94.7 %

Percentage of revenues:      
Subscription solutions 53.2 %  59.8 %   
Merchant solutions 46.8 %  40.2 %   

Total revenues 100.0 %  100.0 %   

Subscription Solutions

Subscription solutions revenues increased $16.4 million , or 73.2% , for the three months ended March 31, 2016 compared to the same period in 2015 . The quarter
over quarter increase was primarily a result of growth in the number of merchants using our platform.

Merchant Solutions

Merchant solutions revenues increased $19.0 million , or 126.8% , for the three months ended March 31, 2016 compared to the same period in 2015 . The increase
in merchant  solutions  revenues was primarily  a  result  of  Shopify Payments  revenue growing in the three months ended March 31, 2016 compared to the same
period in 2015 . This increase was a result of growth in the number of merchants using the platform and an increase in the adoption of Shopify Payments by our
merchants, which drove additional GMV that was processed using Shopify Payments.

In addition to the increase in revenue from Shopify Payments, revenue from transaction fees, referral fees from partners and Shopify Shipping increased during the
three months ended March 31, 2016 compared to the same period in 2015 , as a result of the increase in GMV processed through our platform compared to the
same period in 2015 . Merchant solutions also includes the sale of POS hardware, which increased in the three months ended March 31, 2016 compared to the
same  period  in 2015 as  a  result  of  increased  demand  for  our  POS  solution  and  the  release  of  our  new  Tap,  Chip  and  Swipe  reader  which  began  shipping  in
December 2015.
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Cost
of
Revenues

 Three Months Ended March 31, 2016 vs. 2015

 2016  2015  % Change

 (in thousands, except percentages)
Cost of revenues:      

Cost of subscription solutions $ 8,232  $ 5,033  63.6 %
Cost of merchant solutions 25,219  10,749  134.6 %

Total cost of revenues $ 33,451  $ 15,782  112.0 %

Percentage of revenues:      
Cost of subscription solutions 11.3 %  13.5 %   
Cost of merchant solutions 34.7 %  28.8 %   

 46.0 %  42.3 %   

Cost of Subscription Solutions

Cost of subscription solutions increased $3.2 million , or 63.6% , for the three months ended March 31, 2016 compared to the same period in 2015 . The increase
was primarily due to an increase in the costs necessary to support a greater number of merchants using our platform, resulting in an increase in: employee-related
costs, payments to third-party theme developers and domain registration providers, amortization from our investment in software and hardware relating to our data
centers, credit card fees for processing merchant billings and third-party infrastructure costs. Although cost of subscription solutions increased in terms of dollars,
it decreased as a percentage of revenues from 13.5% in Q1 2015 to 11.3% in Q1 2016 . The decrease was a result of a decrease in lower-margin theme revenue as a
percentage  of  total  subscription  solutions  revenue.  Additionally,  cost  of  subscription  solutions  as  a  percentage  of  revenue  decreased  as  we  continue  to  gain
operational efficiencies as a result of investments we made in our data centers in prior periods.

Cost of Merchant Solutions

Cost of merchant solutions increased $14.5 million , or 134.6% , for the three months ended March 31, 2016 compared to the same period in 2015 . The increase
was primarily due to the increase in GMV processed through Shopify Payments, which resulted in payment processing fees, including interchange fees, increasing
for the three months ended March 31, 2016 as compared to the same period in 2015 .

Gross
Profit

 Three Months Ended March 31, 2016 vs. 2015

 2016  2015  % Change

 (in thousands, except percentages)
Gross profit $ 39,271  $ 21,566  82.1 %
Percentage of total revenues 54.0 %  57.7 %   

Gross  profit  increased $17.7 million , or 82.1% ,  for  the three  months  ended March  31, 2016 compared  to  the  same period in 2015 .  As  a  percentage  of  total
revenues, gross profit decreased from 57.7% in the three months ended March 31, 2015 to 54.0% in the  three months ended March 31, 2016 , principally due to
the faster growth of merchant solutions revenue compared to subscription solutions revenue. Merchant solutions are designed to supplement subscription solutions
by providing additional value to our merchants and increasing their use of our platform. The lower gross margin percentage on merchant solutions is primarily due
to third-party costs associated with providing payment-
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processing services such as credit card interchange and network fees charged by credit card providers, as well as third-party processing fees.

Operating
Expenses

Sales and Marketing

 Three Months Ended March 31, 2016 vs. 2015

 2016  2015  % Change

 (in thousands, except percentages)
Sales and marketing $ 28,008  $ 13,540  106.9 %
Percentage of total revenues 38.5 %  36.3 %   

Sales and marketing expenses increased $14.5 million , or 106.9% , for the three months ended March 31, 2016 compared to the same period in 2015 , primarily
due to an increase of $9.7 million in marketing programs, such as advertisements on search engines and social media, to support the growth of our business. Also
included in marketing programs in Q1 2016 were costs associated with Shopify Unite, which was Shopify's inaugural partner and developer conference, dedicated
entirely  to  those  who  build  amazing  things  on  the  Shopify  platform.  In  addition  to  external  marketing  spending,  employee-related  costs,  including  facilities
expense, increased quarter over quarter by $4.4 million ($0.4 million of which related to stock-based compensation) and professional services increased by $0.2
million quarter over quarter.

Research and Development

 Three Months Ended March 31, 2016 vs. 2015

 2016  2015  % Change

 (in thousands, except percentages)
Research and development $ 13,670  $ 7,313  86.9 %
Percentage of total revenues 18.8 %  19.6 %   

Research and development expenses increased $6.4 million , or 86.9% , for the three months ended March 31, 2016 compared to the same period in 2015 , due to
an increase of $5.1 million in employee-related costs ($1.5 million of which related to stock-based compensation),  a $0.6 million increase in allocated facilities
expenses, and an increase in depreciation relating to computer hardware and software of $0.3 million, all as a result of the growth in our employee base.

General and Administrative

 Three Months Ended March 31,  2016 vs. 2015

 2016  2015  % Change

 (in thousands, except percentages)
General and administrative $ 7,305  $ 4,189  74.4 %
Percentage of total revenues 10.0 %  11.2 %   

General and administrative expenses increased $3.1 million , or 74.4% , for the three months ended March 31, 2016 compared to the same period in 2015 , due to
an increase of $2.2 million in employee-related costs ($0.4 million of which related to stock-based compensation), $0.4 million in allocated facilities expense, $0.4
million in software license costs, $0.3 million in insurance costs, and $0.4 million in professional service fees. Those increased costs were offset by a decrease of
$0.6 million in sales tax expenses. In 2015 , we determined that we owed amounts related to sales and use taxes in various U.S. states and local jurisdictions and as
a result we recorded a sales tax liability which was included in general and administrative expense in the three months ended March 31, 2015 .
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Other
Income
(Expenses)

 Three Months Ended March 31, 2016 vs. 2015

 2016  2015  % Change

 (in thousands, except percentages)
Other income (expenses), net $ 783  $ (1,054)  *

* Not a meaningful comparison

In the three months ended March 31, 2016 we had other income of $0.8 million , compared to other expenses of $1.1 million in the same period in 2015 , a positive
change of $1.8 million . The difference was due to a $1.6 million swing from foreign exchange loss to foreign exchange gain and $0.2 million of interest income in
the three months ended March 31, 2016 .

Profit
(Loss)

 Three Months Ended March 31,  2016 vs. 2015

 2016  2015  % Change

 (in thousands, except share and per share data)
Net loss $ (8,929)  $ (4,530)     *
Basic and diluted net loss per share attributable to shareholders $ (0.11)  $ (0.12)     *
Weighted average shares used to compute basic and diluted net loss per share

attributable to shareholders 80,488,495  39,344,619   

* Not a meaningful comparison

The basic  and diluted net  loss  per  share  attributable  to  shareholders  for  the three months ended March 31, 2016 ,  is  not  necessarily  comparable  with the same
period in 2015 as a result of our Initial Public Offering (“IPO”) of Class A subordinate voting shares and the conversion of convertible preferred shares into Class
B multiple voting shares, both of which occurred in May 2015.

Summary of Quarterly Results

The following table sets forth selected unaudited quarterly results of operations data for each of the eight quarters ended March 31, 2016 . The information for each
of these quarters has been derived from unaudited condensed financial statements that were prepared on the same basis as the audited annual financial statements
and, in the opinion of management, reflects all adjustments, which includes only normal recurring adjustments, necessary for the fair presentation of the results of
operations for these periods in accordance with U.S. GAAP. This data should be read in conjunction with our interim unaudited financial statements and audited
consolidated financial statements and related notes. These quarterly operating results are not necessarily indicative of our operating results for a full year or any
future period.
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 Three Months Ended  

 Mar 31, 2016  
Dec 31, 

2015  
Sep 30, 
2015   

June 30, 
2015   

Mar 31, 
2015   

Dec 31, 
2014   

Sep 30, 
2014   

Jun 30, 
2014  

 (in thousands, except per share data)

Revenues:                

Subscription solutions $ 38,706  $ 34,608  $ 29,560  $ 25,459  $ 22,352  $ 20,358  $ 17,690  $ 15,567

Merchant solutions 34,016  35,565  23,226  19,467  14,996  14,824  9,656  8,113

 72,722  70,173  52,786  44,926  37,348  35,182  27,346  23,680

Cost of revenues: (1)                

Subscription solutions 8,232  7,662  6,414  5,422  5,033  5,049  4,615  3,842

Merchant solutions 25,219  27,001  17,629  14,252  10,749  10,520  6,492  5,523

 33,451  34,663  24,043  19,674  15,782  15,569  11,107  9,365

Gross profit 39,271  35,510  28,743  25,252  21,566  19,613  16,239  14,315

Operating expenses:                

Sales and marketing (1) 28,008  22,527  18,216  16,091  13,540  12,209  11,433  12,569

Research and development (1) 13,670  13,541  10,068  8,800  7,313  6,619  6,563  6,647

General and administrative (1)(2) 7,305  5,961  4,759  3,822  4,189  5,280  2,352  2,138

 48,983  42,029  33,043  28,713  25,042  24,108  20,348  21,354

Loss from operations (9,712)  (6,519)  (4,300)  (3,461)  (3,476)  (4,495)  (4,109)  (7,039)

Other income (expense) 783  212  (357)  165  (1,054)  (303)  (159)  159

Net loss $ (8,929)  $ (6,307)  $ (4,657)  $ (3,296)  $ (4,530)  $ (4,798)  $ (4,268)  $ (6,880)
Basic and diluted net loss per share

attributable to shareholders (3) $ (0.11)  $ (0.08)  $ (0.06)  $ (0.06)  $ (0.12)  $ (0.12)  $ (0.11)  $ (0.18)
 

(1) Includes stock-based compensation expense and related payroll taxes as follows:

 Three Months Ended

 Mar 31, 2016  
Dec 31, 

2015  
Sep 30, 
2015   

June 30, 
2015   

Mar 31, 
2015    

Dec 31, 
2014   

Sep 30, 
2014   

Jun 30, 
2014  

 (in thousands)
Cost of revenues $ 115  $ 147  $ 67  $ 72  $ 59  $ 100  $ 54  $ 65
Sales and marketing 605  670  325  182  174  245  161  157
Research and development 2,291  3,520  1,248  826  779  767  512  628
General and administrative 781  872  628  491  428  365  156  118

 $ 3,792  $ 5,209  $ 2,268  $ 1,571  $ 1,440  $ 1,477  $ 883  $ 968
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(2) Includes non-recurring sales and use tax expense as follows:

 Three Months Ended  

 Mar 31, 2016  
Dec 31, 

2015  
Sep 30, 

2015  
June 30, 

2015  
Mar 31, 

2015  
Dec 31, 

2014  
Sep 30, 

2014  
Jun 30, 

2014
 (in thousands)
Sales and use tax expense $ —  $ —  $ —  $ —  $ 566  $ 2,182  $ —  $ —

(3) For periods preceding our initial public offering, does not give effect to the conversion of our Series A, Series B and Series C convertible preferred shares into Class B multiple voting shares,
which occurred upon the consummation of our IPO on May 27, 2015.

The following table sets forth selected unaudited quarterly statements of operations data as a percentage of total revenues for each of the eight quarters ended
March 31, 2016 .

 Three Months Ended  

 Mar 31, 2016  
Dec 31, 

2015  
Sep 30, 

2015  
June 30, 

2015  
Mar 31, 

2015  
Dec 31, 

2014  
Sep 30, 

2014  
Jun 30, 

2014

Revenues                

Subscription solutions 53.2  %  49.3  %  56.0  %  56.7  %  59.8  %  57.9  %  64.7  %  65.7  %

Merchant solutions 46.8  %  50.7  %  44.0  %  43.3  %  40.2  %  42.1  %  35.3  %  34.3  %

 100.0  %  100.0  %  100.0  %  100.0  %  100.0  %  100.0  %  100.0  %  100.0  %

Cost of revenues                

Subscription solutions 11.3  %  10.9  %  12.2  %  12.1  %  13.5  %  14.4  %  16.9  %  16.2  %

Merchant solutions 34.7  %  38.5  %  33.4  %  31.7  %  28.8  %  29.9  %  23.7  %  23.3  %

 46.0  %  49.4  %  45.5  %  43.8  %  42.3  %  44.3  %  40.6  %  39.5  %

Gross profit 54.0  %  50.6  %  54.5  %  56.2  %  57.7  %  55.7  %  59.4  %  60.5  %

Operating expenses:                

Sales and marketing 38.5  %  32.1  %  34.5  %  35.8  %  36.3  %  34.7  %  41.8  %  53.1  %

Research and development 18.8  %  19.3  %  19.1  %  19.6  %  19.6  %  18.8  %  24.0  %  28.1  %

General and administrative 10.0  %  8.5  %  9.0  %  8.5  %  11.2  %  15.0  %  8.6  %  9.0  %

 67.4  %  59.9  %  62.6  %  63.9  %  67.1  %  68.5  %  74.4  %  90.2  %

Loss from operations (13.4)%  (9.3)%  (8.1)%  (7.7)%  (9.3)%  (12.8)%  (15.0)%  (29.7)%

Other income (expense) 1.1 %  0.3 %  (0.7)%  0.4 %  (2.8)%  (0.9)%  (0.6)%  0.7 %

Net loss (12.3)%  (9.0)%  (8.8)%  (7.3)%  (12.1)%  (13.6)%  (15.6)%  (29.1)%

We  believe  that  year-over-year  comparisons  are  more  meaningful  than  our  sequential  results  due  to  seasonality  in  our  business.  While  we  believe  that  this
seasonality  has  affected  and  will  continue  to  affect  our  quarterly  results,  our  rapid  growth  has  largely  masked  seasonal  trends  to  date.  Our  merchant  solutions
revenues are directionally correlated with the level of GMV that our merchants process through our platform. Our merchants typically process additional GMV
during the holiday season. As a result, we have historically generated higher merchant solutions revenues in our fourth quarter than in other quarters. As a result of
the continued growth of our merchant solutions offerings, we believe that our business may become more seasonal in the future, and that historical patterns in our
business may not be a reliable indicator of our future performance.

Quarterly
Revenue
and
Gross
Margin
Trends

Our quarterly revenue increased sequentially for each period presented, primarily due to sales of new subscriptions to our platform as well as the introduction and
growth of merchant solutions. We cannot ensure that this pattern of sequential growth in revenue will continue.

Our gross margin percentage has generally declined over the past eight quarters primarily due to the impact of Shopify Payments. Merchant solutions are designed
to supplement subscription solutions by providing additional value to our merchants and increasing their use of our platform. As a result, while our total revenues
have increased in recent periods
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as a result of offering Shopify Payments, our cost of revenues has correspondingly increased in these periods. Although merchant solutions generally have a lower
gross margin than subscription solutions, we believe that our merchant solutions make it easier for our merchants to start a business and grow on our platform.

Quarterly
Operating
Expenses
Trends

Total operating expenses generally increased sequentially for each period presented primarily due to the addition of personnel in connection with the expansion of
our business as well as additional marketing initiatives to attract potential merchants.

Key Balance Sheet Information

 March 31, 2016  December 31, 2015

 (in thousands)
Cash, cash equivalents and marketable securities $ 189,464  $ 190,173
Total assets 245,274  243,712
Total liabilities 54,297  48,395

Total  assets  increased $1.6  million as  at March  31,  2016 compared  to December  31,  2015 ,  principally  due  to  an  increase  in  property  and  equipment.  Total
liabilities increased by $5.9 million, principally due to an increase in accounts payable and accrued liabilities of $3.4 and deferred revenue of $1.9 million.

Liquidity and Capital Resources

To date, we have financed our operations primarily through the sale of equity securities, raising approximately $228 million, net of issuance costs, from investors
to date.

In 2011, we established a revolving line of credit  with the Royal Bank of Canada. The credit facility is renewable annually for borrowing of up to $1.5 million
CAD. The line is collateralized by cash and cash equivalents and its interest rate is tied to the Bank of Canada prime lending rate plus 0.3% (3.0% as of March 31,
2016 and December 31, 2015 ). As of March 31, 2016 , no amounts were drawn on this credit facility and C$1.0 million under the facility was pledged as collateral
for a letter of credit.

In March 2015, we entered into a credit  facility with Silicon Valley Bank, which provides for a $25 million revolving line of credit bearing interest at the U.S.
prime rate, as published by the Wall Street Journal plus or minus 25 basis points per annum. As at March 31, 2016 the effective rate was 3.25% . The credit facility
was renewed on March 11, 2016, has a maturity date of March 10, 2017, and is collateralized by substantially all of the Company’s assets, including the stock of its
subsidiaries named in the agreement as guarantors, but excluding the Company’s intellectual property, which is subject to a negative pledge. As of March 31, 2016
, no amounts have been drawn under this credit facility and the Company is in compliance with all of the covenants contained therein.

Our principal cash requirements are for working capital and capital expenditures. Excluding current deferred revenue, working capital at March 31, 2016 was $
175.2 million .  Given the ongoing cash generated from operations and our existing cash and credit  facilities,  we believe there is sufficient liquidity to meet our
current and planned financial obligations. Our future financing requirements will depend on many factors including our growth rate, subscription renewal activity,
the timing and extent of spending to support  development of our platform and the expansion of sales and marketing activities.  Although we currently are not a
party to any undisclosed agreement and do not have any understanding with any third-parties with respect to potential investments in, or acquisitions of, businesses
or technologies, we may enter into these types of arrangements in the future, which could also require us to seek additional equity or debt financing. Additional
funds may not be available on terms favorable to us or at all.
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Cash, Cash Equivalents and Marketable Securities

Cash, cash equivalents, and marketable securities decreased by $ 0.7 million to $ 189.5 million as at March 31, 2016 from $ 190.2 million as at December 31, 2015
, as a result of the cash used in investing activities offset by the effect of foreign exchange, cash provided by operating activities and financing activities.

Cash equivalents and marketable securities include money market funds, U.S. term deposits,  U.S federal  bonds and corporate bonds, all  maturing within the 12
months of the consolidated balance sheet.

The following table summarizes our total cash, cash equivalents and marketable securities as at March 31, 2016 and 2015 as well as our operating, investing and
financing activities for the three months ended March 31, 2016 , and 2015 :  

 Three Months Ended March 31,

 2016  2015

Cash, cash equivalents and marketable securities (end of period) $ 189,464  $ 59,161
Net cash provided by (used in):    

Operating activities $ 655  $ 3,966
Investing activities (28,784)  1,152
Financing activities 844  55

Effect of foreign exchange on cash and cash equivalents 1,079  (978)
Net increase (decrease) in cash and cash equivalents (26,206)  4,195
Change in marketable securities 25,497  (4,696)
Net increase (decrease) in cash, cash equivalents and marketable securities $ (709)  $ (501)

Cash Flows From Operating Activities

Our largest source of operating cash is from subscription solutions. These payments are typically paid to us at the beginning of the applicable agreement’s term.
We also generate significant cash flows from our Shopify Payments processing fee arrangements, which are received on a daily basis as transactions are processed.
Our primary uses of cash from operating activities are for employee-related expenditures, marketing programs and leased facilities.

Net cash flows from operating activities for the three months ended March 31, 2016 as compared to the same period of 2015 decreased by $ 3.3 million primarily
as  a  result  of  our  increased  net  loss,  which  was  mainly  driven  by increases  in  selling  and marketing  expenses  and merchant  solutions  costs  as  a  percentage  of
revenue as compared to the same period in the prior fiscal year. In the three months ended March 31, 2016 , the Company's net loss included non-cash charges of $
3.1  million of  amortization  and  depreciation,  $ 3.4  million of  stock-based  compensation  expense,  and  $ 0.1  million from the  vesting  of  restricted  shares.  The
changes in our operating assets and liabilities resulted in a net source of cash of $ 4.0 million as compared to $ 4.4 million in the same period of 2015 . The change
in the three months ended March 31, 2016 was primarily attributable to an increase of $ 2.3 million in accounts payable and accrued liabilities due to an increase in
payment  processing  costs,  marketing  costs  and third-party  partner  commissions;  a  $ 1.9 million increase  in  deferred  revenue  due to  the  growth in  sales  of  our
subscription solutions; and a $ 0.6 million increase of lease incentives related to our facilities in Ottawa, Toronto, and Montreal, offset by a $ 0.7 million increase
in other current assets driven primarily by an increase in prepaid expenses.
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Cash Flows From Investing Activities

To  date,  cash  flows  used  in  investing  activities  have  primarily  related  to  the  purchase  and  sale  of  marketable  securities,  purchases  of  computer  and  hosting
equipment,  leasehold  improvements  and  furniture  and  fixtures  to  support  our  expanding  infrastructure  and  workforce,  as  well  as  software  development  costs
eligible for capitalization.

Net  cash  used  in  investing  activities  in  the three  months  ended  March  31, 2016 was  $ 28.8  million ,  reflecting  net  purchases  of $25.7  million in marketable
securities.  Cash  used  in  investing  activities  also  included  $ 2.7  million used  to  purchase  property  and  equipment,  which  primarily  consists  of  expenditures  on
leasehold improvements, equipment used in our data centers to support our expanding merchant base and equipment to support our growing workforce.

Net cash from investing activities in the three months ended March 31, 2015 was $ 1.2 million , reflecting the maturity of $4.7 million in marketable securities.
Cash  used  in  investing  activities  also  included  $2.5  million  used  to  purchase  property  and  equipment,  which  primarily  consists  of  expenditures  on  leasehold
improvements, equipment used in our data centers to support our expanding customer base and equipment to support our growing workforce. Additionally, $0.4
million was spent on software development costs which were eligible for capitalization associated with internal use software and software to support the growth of
the business, while a further $0.6 million was used to purchase intangible assets to complement our platform.

Cash Flows From Financing Activities

To date, cash flows from financing activities have related to proceeds from private placements, our initial public offering and exercises of stock options.

Net cash provided by financing activities in the three months ended March 31, 2016 was $ 0.8 million in proceeds from the issuance of Class B multiple voting
shares as a result of stock option exercises. This compares to $0.1 million for the same period in 2015.

Contractual Obligations and Contingencies

Our principal commitments consist of obligations under our credit facility and operating leases for equipment and office space. The following table summarizes
our contractual obligations as of March 31, 2016 :  

 Payments Due by Period   

 Less Than 1 Year  1 to 3 Years  3 to 5 Years  
More Than 5

Years  Total

 (in thousands)
Bank indebtedness $ —  $ —  $ —  $ —  $ —
Operating lease obligations (1) 5,246  18,818  25,817  82,290  132,171

Total contractual obligations $ 5,246  $ 18,818  $ 25,817  $ 82,290  $ 132,171
 

(1) Consists of payment obligations under our office leases in Ottawa, Toronto, Montreal, and Kitchener-Waterloo.

Off-Balance Sheet Arrangements

We have no material off-balance sheet arrangements, other than operating leases (which have been disclosed under “Contractual Obligations and Contingencies”).

Quantitative and Qualitative Disclosures about Market Risk

We are  exposed to  a  variety  of  risks,  including foreign  currency exchange  fluctuations,  changes  in  interest  rates,  concentration  of  credit  and inflation  risk.  We
regularly assess currency, interest rate and inflation risks to minimize any adverse effects on our business as a result of those factors.
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Foreign
Currency
Exchange
Risk

While  most  of  our  revenues  are  denominated  in  U.S.  dollars,  a  significant  portion  of  our  operating  expenses  are  incurred  in  Canadian  dollars.  As a  result,  our
results  of  operations will  be adversely impacted by an increase in the value of  the Canadian dollar  relative to the U.S. dollar.  In addition,  a  portion of Shopify
Payments  revenue  is  based  on  the  local  currency  of  the  country  in  which  the  applicable  merchant  is  located  and  these  transactions  expose  us  to  currency
fluctuations to the extent non-U.S. dollar based payment processing and other merchant solutions revenues increase.
 
Interest
Rate
Sensitivity

We had cash, cash equivalents and marketable securities totaling $ 189.5 million as of March 31, 2016 , of which $139.9 million was invested in money market
funds,  federal  and  corporate  bonds.  The cash  and cash  equivalents  are  held  for  operations  and  working capital  purposes.  Our  investments  are  made for  capital
preservation purposes. We do not enter into investments for trading or speculative purposes.

Our  cash equivalents  and our  portfolio  of  marketable  securities  are  subject  to  market  risk  due  to  changes  in  interest  rates.  Fixed rate  securities  may have  their
market value adversely affected due to a rise in interest rates. Our future investment income may fall short of our expectations due to changes in interest rates or we
may suffer losses in principal if we are forced to sell securities that decline in market value due to changes in interest rates. However, because we classify our debt
securities as “held to maturity,” no gains or losses are recognized due to changes in interest rates unless such securities are sold prior to maturity or declines in fair
value are determined to be other than temporary.

Concentration
of
Credit
Risk

The Company’s  cash  and  cash  equivalents,  marketable  securities,  trade  and  other  receivables,  and  foreign  exchange  forward  contracts  subject  the  Company to
concentrations  of  credit  risk.  Management  mitigates  this  risk associated with cash and cash equivalents  by making deposits  and entering into foreign exchange
forward contracts only with large Canadian and United States banks and financial institutions that are considered to be highly credit worthy. Management mitigates
the  risks  associated  with  marketable  securities  by  complying  with  its  investment  policy,  which  stipulates  minimum  rating  requirements,  maximum  investment
exposures and maximum maturities. Due to the Company’s diversified merchant base, there is no particular concentration of credit risk related to the Company’s
trade receivables. Trade and other receivables are monitored on an ongoing basis to ensure timely collection of amounts. There are no receivables from individual
merchants accounting for 10% or more of revenues or receivables.

Inflation
Risk

We do  not  believe  that  inflation  has  had  a  material  effect  on  our  business,  financial  condition  or  results  of  operations.  If  our  costs  were  to  become  subject  to
significant  inflationary pressures,  we may not be able to fully offset  such higher costs  through price increases.  Our inability  or failure to do so could harm our
business, financial condition and results of operations.

Controls and Procedures

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

During three months ended March 31, 2016 there were no changes to our internal controls over financial reporting that have materially affected or are reasonably
likely to materially affect our internal control over financial reporting.
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Critical Accounting Policies and Estimates

We  prepare  our  unaudited  condensed  consolidated  financial  statements  in  accordance  with  U.S.  GAAP.  In  the  preparation  of  these  unaudited  condensed
consolidated  financial  statements,  we  are  required  to  make  estimates  and  assumptions  that  affect  the  reported  amounts  of  assets,  liabilities,  revenue,  costs  and
expenses and related disclosures. To the extent that there are material differences between these estimates and actual results, our financial condition or results of
operations would be affected.  We base our estimates on past experience and other assumptions that  we believe are reasonable under the circumstances,  and we
reevaluate these estimates on an ongoing basis. We refer to accounting estimates of this type as critical accounting policies and estimates, which we discuss below.

There have been no significant changes in our critical accounting policies and estimates during the three months ended March 31, 2016 as compared to the critical
accounting policies and estimates described in our most recent annual consolidated financial statements.

Recently Issued Accounting Standards not yet Adopted

In May 2014, the Financial Accounting Standards Board issued Accounting Standards Update (“ASU”) No. 2014-9 “Revenue from Contracts with Customers.”
The new accounting standards update requires an entity to apply a five step model to recognize revenue to depict the transfer of promised goods and services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services, as well as a cohesive set of
disclosure requirements that would result in an entity providing comprehensive information about the nature, timing, and uncertainty of revenue and cash flows
arising  from  an  entity’s  contracts  with  customers.  In  August  2015,  the  Financial  Accounting  Standards  Board  issued  ASU  No.  2015-14,  which  deferred  the
effective date for all entities by one year. The standard becomes effective for reporting periods beginning after December 15, 2017. Early adoption is permitted
starting January 1, 2017. In March 2016, the Financial Accounting Standards Board issued ASU No. 2016-08, “Revenue from Contracts with Customers (Topic
606),  Principal  versus  Agent  Considerations  (Reporting  Revenue  Gross  versus  Net)”,  updating  the  implementation  guidance  on  principal  versus  agent
considerations in the new revenue recognition standard. This standard clarifies that an entity is a principal if it controls the specified good or service before that
good or service is transferred to a customer. The standard also includes indicators to assist an entity in determining whether it controls a specified good or service
before  it  is  transferred  to  the  customer.  This  standard  has  the  same  effective  date  as  ASU  2014-09.  The  Company  is  currently  assessing  the  impact  of  these
standards.

In  February  2016,  the  Financial  Accounting  Standards  Board  issued  ASU No.  2016-02,  "Leases",  which  requires  a  lessee  to  record  a  right-of-use  asset  and  a
corresponding lease liability, initially measured at the present value of the lease payments, on the balance sheet for all leases with terms longer than 12 months, as
well  as  the  disclosure  of  key  information  about  leasing  arrangements.  The  standard  requires  recognition  in  the  statement  of  operations  of  a  single  lease  cost,
calculated  so  that  the  cost  of  the  lease  is  allocated  over  the  lease  term,  generally  on  a  straight-line  basis.  This  standard  also  requires  classification  of  all  cash
payments  within operating activities  in the statement  of  cash flows.  A modified retrospective  transition approach is  required for  operating leases existing at,  or
entered into after, the beginning of the earliest comparative period presented in the financial statements, with certain practical expedients available. The standard is
effective for annual periods beginning after December 15, 2018. Early adoption is permitted. The Company is currently assessing the impact of this standard and
expects it to have a material impact on our Consolidated Balance Sheets.

In  March  2016,  the  Financial  Accounting  Standards  Board  issued  ASU  No.  2016-09  "Compensation  -  Stock  Compensation  (Topic  718):  Improvements  to
Employee  Share-Based  Payment  Accounting",  which  simplifies  the  accounting  for  stock  based  compensation,  including  forfeitures  and  the  classification  of
employee taxes paid on the statement of cash flows. The standard is effective for annual periods beginning after December 15, 2016. The Company is currently
assessing the impact of this standard.
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Shares Outstanding

Shopify is a publicly traded company listed on the New York Stock Exchange (NYSE: SHOP) and on the Toronto Stock Exchange (TSX: SH). As of April 29,
2016 there were 63,964,613 Class A subordinate voting shares issued and outstanding, and 17,153,343 Class B multiple voting shares issued and outstanding.

As of April 29, 2016 there were 9,443,835 options outstanding under the Company’s Legacy Option Plan, 6,657,144 of which were vested as of such date. Each
such  option  is  or  will  become  exercisable  for  one  Class  B  multiple  voting  share.  As  of April  29,  2016 there  were 1,172,618 options  outstanding  under  the
Company’s  new Stock Option Plan, 24,428 of  which were vested as  of  such date.  Each such option is  or  will  become exercisable  for  one Class  A subordinate
voting share.

As of April 29, 2016 there were 1,171,352 RSUs outstanding under the Company’s Long Term Incentive Plan.
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EXHIBIT 99.3

FORM 52-109F2
CERTIFICATION OF INTERIM FILINGS

FULL CERTIFICATE

I, Tobias Lütke, Chief Executive Officer of Shopify Inc. , certify the following:

1. Review
: I have reviewed the interim financial report and interim MD&A (together, the “interim filings”) of Shopify Inc. (the “issuer”) for the interim period
ended March 31, 2016 .

2. No
misrepresentations
: Based on my knowledge, having exercised reasonable diligence, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a statement not misleading in light of the circumstances under which it
was made, with respect to the period covered by the interim filings.

3. Fair
presentation
: Based on my knowledge, having exercised reasonable diligence, the interim financial report together with the other financial information
included in the interim filings fairly present in all material respects the financial condition, financial performance and cash flows of the issuer, as of the date of
and for the periods presented in the interim filings.

4. Responsibility
: The issuer's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (DC&P) and
internal control over financial reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of Disclosure in Issuer's Annual and
Interim Filings , for the issuer.

5. Design
: Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer's other certifying officer and I have, as at the end of the period
covered by the interim filings

(a) designed DC&P, or caused it to be designed under our supervision, to provide reasonable assurance that

(i) material information relating to the issuer is made known to us by others, particularly during the period in which the interim filings are
being prepared; and

(ii) information required to be disclosed by the issuer in its annual filings, interim filing or other reports filed or submitted by it under
securities legislation is recorded, processed, summarized and reported within the time periods specified in securities legislation; and

(b) designed ICFR, or caused it to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with the issuer's GAAP.

5.1 Control framework : The control framework the issuer's other certifying officer and I used to design the issuer's ICFR is the Internal Control-
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

5.2 N/A

5.3 N/A

6. Reporting
changes
in
ICFR
: The issuer has disclosed in its interim MD&A any change in the issuer's ICFR that occurred during the period beginning on
January 1, 2016 and ended on March 31, 2016 that has materially affected, or is reasonably likely to materially affect, the issuer's ICFR.

Date: May 4, 2016

/s/ Tobias Lütke

Tobias Lütke
Chief Executive Officer



EXHIBIT 99.4

FORM 52-109F2
CERTIFICATION OF INTERIM FILINGS

FULL CERTIFICATE

I, Russell Jones, Chief Financial Officer of Shopify Inc. , certify the following:

1. Review
: I have reviewed the interim financial report and interim MD&A (together, the “interim filings”) of Shopify Inc. (the “issuer”) for the interim period
ended March 31, 2016 .

2. No
misrepresentations
: Based on my knowledge, having exercised reasonable diligence, the interim filings do not contain any untrue statement of a material
fact or omit to state a material fact required to be stated or that is necessary to make a statement not misleading in light of the circumstances under which it
was made, with respect to the period covered by the interim filings.

3. Fair
presentation
: Based on my knowledge, having exercised reasonable diligence, the interim financial report together with the other financial information
included in the interim filings fairly present in all material respects the financial condition, financial performance and cash flows of the issuer, as of the date of
and for the periods presented in the interim filings.

4. Responsibility
: The issuer's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (DC&P) and
internal control over financial reporting (ICFR), as those terms are defined in National Instrument 52-109 Certification of Disclosure in Issuer's Annual and
Interim Filings, for the issuer.

5. Design
: Subject to the limitations, if any, described in paragraphs 5.2 and 5.3, the issuer's other certifying officer and I have, as at the end of the period
covered by the interim filings

(a) designed DC&P, or caused it to be designed under our supervision, to provide reasonable assurance that

(i) material information relating to the issuer is made known to us by others, particularly during the period in which the interim filings are
being prepared; and

(ii) information required to be disclosed by the issuer in its annual filings, interim filing or other reports filed or submitted by it under
securities legislation is recorded, processed, summarized and reported within the time periods specified in securities legislation; and

(b) designed ICFR, or caused it to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with the issuer's GAAP.

5.1 Control framework : The control framework the issuer's other certifying officer and I used to design the issuer's ICFR is the Internal Control-
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

5.2 N/A

5.3 N/A

6. Reporting
changes
in
ICFR
: The issuer has disclosed in its interim MD&A any change in the issuer's ICFR that occurred during the period beginning on
January 1, 2016 and ended on March 31, 2016 that has materially affected, or is reasonably likely to materially affect, the issuer's ICFR.

Date: May 4, 2016

/s/ Russell Jones

Russell Jones
Chief Financial Officer


