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Acceleware Ltd.

Management’s Report to Shareholders

The accompanying financial statements of Acceleware Ltd. (the “Company” or “Acceleware”) have been prepared by
management in accordance with International Financial Reporting Standards (“IFRS”). The financial statements and
other financial information have been prepared using the accounting policies described in Note 4 to the financial
statements and reflect management’s best estimates and judgements based on available information.

The Company's accounting procedures and related systems of internal control are designed to provide reasonable
assurance that its assets are safeguarded and its financial records are reliable. Management is satisfied that these
financial statements have been prepared accordingly and within reasonable limits of materiality. Further,
management is satisfied that the financial information throughout the balance of this report is consistent with the
information presented in the financial statements.

MNP, LLP, an independent firm of Chartered Accountants, was engaged to audit the financial statements in
accordance with IFRS and their independent professional opinion is provided herein.

The Audit Committee, consisting of independent members of the Board of Directors, has reviewed these financial
statements with management and the auditors and has reported the results of this review to the Board of Directors.
The Board of Directors has approved the financial statements.

(Signed) (Signed)

Geoff Clark Michal Okoniewski
Chief Executive Officer Chief Scientific Officer
April 17,2013

Page 2



Acceleware Ltd.

Independent Auditors’ Report

To the Shareholders of Acceleware Ltd.:

We have audited the accompanying financial statements of Acceleware Ltd., which comprise the statements of
financial position as at December 31, 2012 and 2011 and the statements of comprehensive (loss) income, changes in
shareholders’ equity and cash flows for the years then ended and a summary of significant accounting policies and
other explanatory information.

Management’s Responsibility for Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with Canadian generally accepted auditing standards. Those standards require that we comply
with ethical requirements and plan and perform an audit to obtain reasonable assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’ judgment including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe the audit evidence we have obtained during our audits is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Acceleware Ltd.
as at December 31, 2012 and 2011, and its financial performance and its cash flows for the years then ended in
accordance with International Financial Reporting Standards.

Emphasis of Matter

Without qualifying our opinion, we draw attention to Note 3 in the financial statements which indicates that
Acceleware Ltd. has accumulated losses of $21,764,842 as at December 31, 2012 (2011- $21,281,027). These
conditions, along with other matters as set forth in Note 3, indicate the existence of a material uncertainty that may
cast significant doubt on Acceleware Ltd.’s ability to continue as a going concern.

Calgary, Alberta M A/ 73 LLP

April 17, 2013 Chartered Accountants

Suite 1500, 640 — 5 Ave. S.W., Calgary, Alberta T2P 3G4 Tel: (403) 263-3385 Fax: (403) 269-8450 MNP
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Acceleware Ltd.

Statements of Financial Position
(in Canadian dollars)

As at December 31,

2012 2011
Assets
Current
Cash and cash equivalents $ 341,897 $ 876,386
Trade and other receivables (note 6) 697,906 496,926
Alberta SR&ED tax credits receivable (note 7) 155,580 160,465
Deposits and prepaid expenses 113,870 33,794
1,309,253 1,567,571
Non-current
Property and equipment (note 8) 196,880 92,873
Total assets 1,506,133 § 1,660,444
Liabilities
Current
Accounts payable and accrued liabilities (note 9) $ 604,028 $ 386,282
Deferred revenue 79,873 98,925
Finance lease (note 10) 20,625 —
704,526 485,207
Non-current
Finance lease (note 10) 35,533 —
740,059 485,207
Going concern (note 3)
Commitments (note 19)
Subsequent event (note 21)
Shareholders’ Equity
Share capital (note 11a) 16,544,812 16,544,812
Contributed surplus (note 11c) 5,986,104 5,911,452
Deficit (21,764,842) (21,281,027)
766,074 1,175,237
Total liabilities and shareholders’ equity $ 1,506,133 $ 1,660,444

Approved on behalf of the Board:

(signed) “Bohdan Romaniuk”

Director

(signed) “Dennis Nerland”

Director
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Acceleware Ltd.

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

Statements of Comprehensive (Loss) Income
(in Canadian dollars)

For the years ended December 31,

2012 2011

Revenue (note 12) $ 2,910,580 $ 2,762,348
Expenses

Cost of revenue (note 13) 716,606 544,114

General and administrative (note 14) 1,488,497 1,304,680

Research and development (note 15) 1,230,959 1,373,085

Loss (gain) on disposal of property and equipment (note 8) (41,667) 5,409

3,394,395 3,227,288

Loss before income tax (483,815) (464,940)
Deferred tax recovery (note 16) — 917,196
Total comprehensive (loss) income for the year
attributable to shareholders $ (483,815) §$ 452,256
(Loss) earnings per share

Basic and diluted $ (0.009) $ 0.008

Weighted average shares outstanding — basic and diluted 55,950,266 54,281,855

The accompanying notes are an integral part of these financial statements.
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Acceleware Ltd.

Statements of Changes in Shareholders’ Equity

(in Canadian dollars)

Total

Contributed Shareholders’

Share Capital Surplus Deficit Equity

Balance at December 31, 2010 $ 16,474,036 $ 5874106 $§  (21,733,283) $ 614,859
Net comprehensive income — — 452,256 452,256
Share-based payments — 37,346 — 37,346
Share issuances 70,776 — — 70,776
Balance at December 31, 2011 $ 16,544,812 § 5911452 §  (21,281,027) $ 1,175,237
Balance at December 31, 2011 $ 16,544,812 § 5911452 §  (21,281,027) $ 1,175,237
Net comprehensive loss — — (483,815) (483,815)
Share-based payments — 74,652 — 74,652
Balance at December 31, 2012 $ 16,544,812 § 5,986,104 $  (21,764,842) $ 766,074

The accompanying notes are an integral part of these financial statements.
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Acceleware Ltd.

Statements of Cash Flows
(in Canadian dollars)

For the years ended December 31,

2012 2011
Cash flows from (used for) operating activities
Comprehensive loss before tax $ (483,815)  §$ (464,940)
Items not involving cash:
Amortization (note 8) 106,180 224,772
Loss (gain) on disposal of property and equipment (note 8) (41,667) 5,409
Share-based payments (note 11c) 74,652 37,346
Non-monetary transaction (notes 8, 12) (47141) —
(391,791) (197,413)
Changes in non-cash working capital items
Trade and other receivables (200,980) 20,657
Alberta SR&ED tax credit receivable 4,885 (51,164)
Deposits and prepaid expenses (note 12) (31,076) (11,046)
Accounts payable and accrued liabilities 217,746 (79,595)
Deferred revenue (27,872) (25,020)
(429,088) (343,581)
Cash flows from financing activities
Repayment of finance lease (note 10) (6,726) —
Proceeds from plan of arrangement (note 1) — 1,200,545
Costs associated with plan of arrangement (note 1) — (283,349)
(6,726) 917,196
Cash flows from investing activities
Proceeds from sale of property and equipment 48,876 8,233
Purchase of property and equipment (note 8) (147,551) (59,046)
(98,675) (50,813)
Increase (decrease) in cash and cash equivalents (534,489) 522,802
Cash and cash equivalents, beginning of year 876,386 353,584
Cash and cash equivalents, end of year $ 341,897 $ 876,386
Comprised of:
Cash on deposit $ 301,796 $ 836,285
Cash equivalents 40,101 40,101
$ 341,897 $ 876,386
Interest received $ - $ 20
Interest paid $ 1,159 $ 310
Income taxes paid $ — $ —

The accompanying notes are an integral part of these financial statements.
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Acceleware Ltd.

Notes to Financial Statements
December 31, 2012 and 2011

(in Canadian dollars)
1. General information

Acceleware Ltd. (the “Company” or “Acceleware”) is a technology company based in Calgary, Alberta, that
specializes in the development and marketing of special purpose software accelerators used to reduce
engineering design simulation and data processing run times. The Company also provides specialized software
development consulting services and training programs in the field of high performance computing. The Company
is incorporated under the Alberta Business Corporations Act, has its registered offices at 2800 715 fifth avenue
SW, Calgary, Alberta, Canada, and trades on the TSX Venture Exchange under the symbol AXE.

On April 26, 2011 (the “Effective Date”), the Company completed a court supervised plan of arrangement (the
“‘Arrangement”) involving, among others, the Company and an arm’s length private company, pursuant to which
the Company completed a reorganization transaction to create a new company named Acceleware Ltd. (formerly
Acceleware Corp).

Pursuant to the Arrangement and on the Effective Date of the Arrangement: (i) Acceleware Corp. transferred all of
its assets (with the exception of the benefit of its tax pools which by their nature cannot be transferred) and
liabilities to the Company, a new company incorporated under and governed by the Business Corporations Act
(Alberta); (i) holders of the Acceleware Corp.’s common shares received common shares of the Company on a
pro rata basis consistent with their relative percentage holdings of common shares of Acceleware Corp.
immediately prior to giving effect to the Arrangement. As such, pursuant to the Arrangement: (i) the Company
conducts exactly the same business as formerly conducted by Acceleware Corp. with the same assets and
liabilities of Acceleware Corp. (with the exception of the benefit of certain of the Acceleware Corp.’s tax pools
which, by their nature, cannot be transferred and have remained with the Acceleware Corp.); (ii) the shareholders
of the Company are the same as the former shareholders of the Acceleware Corp., holding the same number of
common shares of the Company as that number of common shares each held in Acceleware Corp. immediately
prior to the closing of the Arrangement; (iii) the Company is a reporting issuer and the common shares of the
Company are listed on the TSX Venture Exchange (the “TSXV”) under the trading symbol “AXE”; and (iv) the
Company received net proceeds of $917,196.

2. Basis of presentation
(a) Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS"), as issued by the International Accounting Standards Board (“IASB”).

These financial statements were approved by the Board of Directors on April 17, 2013.
(b) Functional and presentation currency

The financial statements are presented in Canadian dollars, which is the Company'’s functional and presentation
currency.

(c) Basis of measurement

The financial statements have been prepared on the historical cost basis except for financial instruments
classified as fair value through profit or loss which are measured at fair value with changes in fair value recorded
in earnings. The method used to measure fair values is discussed in note 4(k).
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Acceleware Ltd.

Notes to Financial Statements
December 31, 2012 and 2011

(in Canadian dollars)
2. Basis of Presentation (cont’d)
(d) Use of estimates and judgements

The preparation of financial statements requires management to make estimates and judgements that affect the
reported amounts of assets and liabilities at the date of the financial statements. Judgement is used in situations
where there is a choice or assessment required by management. Estimates and underlying assumptions are
required on an ongoing basis and revisions are recognized in the year in which such estimates are revised.

The determination of the amount of the Scientific Research and Development claim, and hence the relevant
receivable amount, requires management to make calculations based on its interpretation of eligible expenditures
in accordance with the terms of the programs. The reimbursement claims submitted by the Company are subject
to review by the relevant government agencies. Although the Company has used its best judgment and
understanding of the related program agreements in determining the receivable amount, it is possible that the
amounts could increase or decrease by a material amount in the near term dependent on the review and audit by
the government agency.

Estimates are used when accounting for revenue recognition both in terms of contracts with multiple deliverables,
and in consulting contracts recognized using percentage of completion. The Company evaluates each element of
a contract with multiple elements in order to estimate the fair value of each separable component of the
transaction. The Company’s Management (“Management”) applies judgement when assessing whether certain
deliverables in a customer arrangement should be included or excluded from a unit of account to which contract
accounting is applied. The judgement is typically related to the sale and inclusion of software, maintenance, and
consulting services in a customer arrangement and involves an assessment that principally addresses whether
the deliverable has stand-alone to the customer that is not dependent upon other components of the
arrangement.

The Company makes use of estimates when making allowances for uncollectible trade and other receivables.
The Company evaluates each receivable at year end using factors such as age of receivable, payment history,
and credit risk to estimate when determining if an allowance is required, and the amount of the allowance.

The Company must make estimates in regards to assets. The useful life of assets must be estimated when
calculating amortization. Where possible, the Company uses its own history with assets of similar classes to
determine useful lives. The Company must make use of estimates when determining if an asset is impaired (see
note 4 (e)).

The Company must make use of estimates in calculating the fair value of share-based payments. Amounts
recorded for share-based payments are subject to the inputs used in the Black-Scholes option pricing model,
including assumptions such as volatility, dividend yield, risk-free interest rates, forfeiture rate estimates, and
expected option life.

Other estimates employed are related to taxes and related provisions (note 4 (f) and note 4 (h)) and other
provisions and contingencies. Actual results could differ from these and other estimates. The recognition of
deferred tax assets is based on forecasts of future taxable profit. The measurement of future taxable profit for the
purposes of determining whether or not to recognize deferred tax assets depends on many factors, including the
Company's ability to generate such profits and the implementation of effective tax planning strategies. The
occurrence or non-occurrence of such events in the future may lead to significant changes in the measurement of
deferred tax assets.
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Acceleware Ltd.

Notes to Financial Statements
December 31, 2012 and 2011

(in Canadian dollars)

2. Basis of Presentation (cont’d)
(d) Use of estimates and judgements

In recognizing provisions, the Company evaluates the extent to which it is probable that it has incurred a legal or
constructive obligation in respect of past events and the probability that there will be an outflow of benefits as a
result. The estimates used to recognize provisions are based on currently known factors which may vary over
time, resulting in changes in the measurement of recorded amounts.

Management uses judgement when accounting for debt settled by the issuance of common shares. Management
assesses the value of the common shares issued in such arrangements using the most recent closing price of the
Company’s common shares on the TSX-V immediately preceding the settlement. Assessment of the value of the
debt settled is based on the management's assessment of the fair value of services rendered.

3. Going concern

These financial statements have been prepared on a going concern basis, which assumes that the Company will
be able to realize its assets and discharge its liabilities in the normal course of business. The Company has
accumulated losses amounting to $21,764,842 (December 31, 2011 - $21,281,027), including the loss of
$483,815 in the year ended December 31, 2012, largely due to investments in new product development and in
the penetration of new markets.

The Company actively manages its cash flow and investment in new products to match its cash requirements to
cash generated from operations. In order to maximize cash generated from operations, the Company plans to
continue to focus on high gross margin revenue streams such as a software products, consulting services and
training; focus on selected core vertical markets; minimize operating expenses where possible; and limit capital
expenditure. Management believes that successful execution of its business plan will result in sufficient cash flow
to fund projected operational and investment requirements. However, no assurances can be given that the
Company will be able to achieve all or part of the objectives discussed above, or that sufficient financing from
outside sources will be available. Further, if the Company’s operations are unable to generate cash flow levels at
or above current projections, the Company may not have sufficient funds to meet its obligations over the next
twelve months.

Should such events occur, Management is committed to implementing all or a portion of its contingency plan.
This plan has been developed and designed to provide additional cash flow, and includes, but is not limited to,
deferring certain additional product development initiatives, and further reducing sales, marketing and general
and administrative expenses, and seeking outside financing.

The failure of the Company to achieve one or all of the above items may have a material adverse impact on the
Company’s financial position, results of financial performance and cash flows.

The ability of the Company to continue as a going concern is dependent upon successful execution of its plans
noted above. The outcome of these initiatives cannot be predicted at this time. These financial statements do
not include any adjustments relating to the recoverability and classification of recorded asset amounts or the
amounts and classification of liabilities that might be necessary should the Company be unable to continue as a
going concern for a reasonable period of time.
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Acceleware Ltd.

Notes to Financial Statements
December 31, 2012 and 2011

(in Canadian dollars)

4. Significant Accounting Policies

The accounting policies set out below have been applied consistently to all years presented in these financial
statements, unless otherwise indicated.

(a) Foreign currency translation

Transactions denominated in foreign currencies are translated into the functional currency of the Company at
exchange rates prevailing at the transaction dates (spot exchange rates). Monetary assets and liabilities are
retranslated at the exchange rates at the reporting date. Exchange gains and losses on translation or settlement
are recognized in the statement of comprehensive (loss) income for the current year.

Non-monetary items that are measured at historical cost are translated using the exchange rates at the date of
the transaction and non-monetary items that are measured at fair value are translated using the exchange rates
at the date when the items’ fair value was determined.

(b) Revenue recognition

Revenue from product sales is recognized when persuasive evidence of an arrangement exists, the product has
been shipped, the price is fixed and determinable, and collection is reasonably assured.

Revenue from consulting revenue is recognized when services have been completed.

Maintenance revenue is deferred and recognized on a pro-rata basis over the term of the maintenance contract,
typically 12 months.

Revenues from interest are recognized when earned.

Contracts with multiple-element arrangements, such as those including both product sales and maintenance
contracts, are accounted as separate units of accounting and are recognized as each element is earned based
on the relative fair value of each element and only when there are no undelivered elements that are essential to
the functionality of the delivered elements.

Work in progress represents the gross unbilled amount expected to be collected from customers for contract work
performed to date. It is measured at cost plus profit recognized to date less progress billings and recognized
losses, if any. Work in progress is presented in the statement of financial position for all contracts in which costs
incurred plus recognized profits exceed progress billings. If progress billings exceed costs incurred plus
recognized profits, then this excess is presented as deferred revenue in the statement of financial position.

(c) Cash and cash equivalents
Cash and cash equivalents comprise of cash on hand and guaranteed investment certificates which are subject

to insignificant risk of changes in value and that have original maturity at date of purchase of three months or
less.
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Acceleware Ltd.

Notes to Financial Statements
December 31, 2012 and 2011

(in Canadian dollars)
4. Significant Accounting Policies (cont’d)
(d) Property and equipment

Property and equipment are recorded at cost less accumulated amortization and impairment or write-down, if
applicable. Cost is determined as the expenditure directly attributable to the asset at acquisition, only when it is
probable that future economic benefits will flow to the Company and the cost can be reliably measured. All
repairs and maintenance costs are charged to the statement of comprehensive (loss) income during the financial
period in which they are incurred. Amortization over the estimated useful life of assets is provided on the following
bases and annual rates:

Furniture and fixtures 20% declining balance
Computer software 100% declining balance
Leasehold improvements five years straight-line
Computer hardware three years straight-line

The Company allocates the amount initially recognized in respect of an item of property and equipment to its
significant components and depreciates separately each such component, where applicable. The estimated
residual value and useful lives of property and equipment are reviewed at the end of each reporting period and
adjusted if required.

Gains and losses on disposals of property and equipment are determined by comparing the proceeds with the
carrying amount of the asset and are included in the statement of (loss) income.
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Acceleware Ltd.

Notes to Financial Statements
December 31, 2012 and 2011

(in Canadian dollars)
4. Significant Accounting Policies (cont’d)
(e) Impairment of assets

i Financial assets

Financial assets carried at amortized cost are assessed for impairment at each reporting date. A financial asset is
impaired if objective evidence indicates that a loss event has occurred after the initial recognition of the asset. For
financial assets measured at amortized cost, the impairment loss is the difference between the carrying amount
and the present value of the estimated future cash flows, discounted at the original effective interest rate. If
impairment has occurred, the carrying amount of the asset is reduced, with the amount of the loss recognized in
statement of comprehensive (loss) income. Impairment losses on financial assets carried at amortized cost are
reversed in subsequent periods if the amount of the loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognized.

ii. Non-financial assets

The carrying amounts of the Company’s property and equipment are assessed for impairment indicators on at
least an annual basis to determine whether there is any indication that these assets have suffered an impairment
loss. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the
extent of the impairment loss, if any.

An impairment loss is recognized for the amount by which the assets carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an asset’s or group of assets estimated fair value less costs to
sell and its value in use. For the purposes of assessing impairment, assets are grouped at the lowest levels for
which there are separately identifiable independent cash inflows (a cash generating unit or “CGU”).

Where an impairment loss subsequently reverses, the carrying amount of the asset (or CGU) is increased to the
revised estimate of its recoverable amount, but limited to the carrying that would have been determined had no
impairment loss been recognized for the asset (or CGU) in prior years. A reversal of an impairment loss is
recognized immediately in the statement of comprehensive (loss) income.

() SR&ED Investment tax credits

The Company claims federal investment tax credits as a result of incurring scientific research and experimental
development (“SR&ED”) expenditures. Federal investment tax credits are recognized when the related
expenditures are incurred and there is reasonable assurance of their realization. Federal investment tax credits
are accounted for as a reduction of research and development expense for items of a period expense nature or
as a reduction of property and equipment for items of a capital nature. Management has made a number of
estimates and assumptions in determining the expenditures eligible for the federal investment tax credit claim. It
is possible that the allowed amount of the federal investment tax credit claim could be materially different from the
recorded amount upon assessment by Canada Revenue Agency.

The Company claims provincial (Alberta) investment tax credits as a result of incurring SR&ED expenditures.
Provincial investment tax credits are recognized when the related expenditures are incurred and there is
reasonable assurance of their realization. Management has made a number of estimates and assumptions in
determining the expenditures eligible for the provincial investment tax credit claim. The provincial investment tax
credits are refundable and have been recorded as Alberta SR&ED tax credit receivable, and as a reduction in
research and development expenses on the income statement of comprehensive (loss) income. It is possible that
the allowed amount of the provincial investment tax credit claim could be materially different from the recorded
amount upon assessment by Canada Revenue Agency and the Alberta Tax and Revenue Administration.
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Acceleware Ltd.

Notes to Financial Statements
December 31, 2012 and 2011

(in Canadian dollars)
4. Significant Accounting Policies (cont’d)
(g) Research and development costs

Research costs are expensed in the period incurred. Development costs are expensed in the period incurred
unless the Company believes a development project meets generally accepted criteria for deferral and
amortization. Research and development costs are comprised of salaries, share-based payments, lab supplies,
and an allocation of office costs and amortization. No development costs have been deferred as at December
31, 2012 (December 31, 2011 - $nil).

Reimbursements of eligible costs pursuant to government assistance programs are recorded as a reduction of
research and development costs when the related costs are incurred. Claims not settled by the reporting date
are recorded as trade and other receivables on the statement of financial position when there is reasonable
assurance of recovery. As at December 31, 2012 there was $nil (December 31, 2011 - $nil) included in trade and
other receivables pursuant to government assistance programs.

(h) Income taxes

Tax expense comprises current and deferred tax. Tax is recognized in the statement of comprehensive (loss)
income except to the extent it relates to items recognized in other comprehensive income or directly in equity.

i Current Income tax

Current tax expense is based on the results for the year as adjusted for items that are not taxable or not
deductible. Current tax is calculated using tax rates and laws that were enacted or substantively enacted at the
end of the reporting year. Management periodically evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to interpretation. Provisions are established where
appropriate on the basis of amounts expected to be paid to the tax authorities.

ii. Deferred tax

Deferred taxes are the taxes expected to be payable or recoverable on differences between the carrying amounts
of assets in the statement of financial position and their corresponding tax bases used in the computation of
taxable profit, and are accounted for using the balance sheet liability method. Deferred tax liabilities are generally
recognized for all taxable temporary differences between the carrying amounts of assets and their corresponding
tax bases. Deferred tax assets are recognized to the extent that it is probable that taxable profits will be available
against which deductible temporary differences can be utilized. Such assets and liabilities are not recognized if
the temporary difference arises from the initial recognition of goodwill or from the initial recognition (other than in a
business combination) of other assets in a transaction that affects neither the taxable profit nor the accounting
profit.

() Share-based payments

The Company uses the fair value method to account for options to be granted to employees, directors and
officers. All options and similar instruments that are granted to non-employees are also accounted at the fair
value of the goods or services received unless the fair value of the goods or services cannot be estimate reliably.
The fair value method consists of recording share-based payments to the statement of comprehensive (loss)
income over the vesting period of each tranche of options granted. At the time of exercise, the consideration and
the related contributed surplus recognized to the exercise date are credited to share capital.
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Acceleware Ltd.

Notes to Financial Statements
December 31, 2012 and 2011

(in Canadian dollars)
4. Significant accounting policies (cont’d)
(i) Earnings (loss) per share

Basic (loss) earnings per share is computed by dividing the total comprehensive (loss) income attributable to
shareholders by the weighted average number of common shares outstanding during the year. The Company
uses the treasury stock method to determine the dilutive effect of stock options and warrants. The treasury stock
method assumes the notional exercise of all in-the-money stock options and warrants and that all notional
proceeds to the Company are used to repurchase the Company's stock at the average market price during the
year. No adjustment to diluted earnings (loss) per share is made if the result of this calculation is anti-dilutive or if
the Company is in a loss position.

(k) Financial instruments

Financial assets and liabilities are recognized when the Company becomes a party to the contractual provisions
of the instrument. Financial assets are derecognized when the rights to receive cash flows from the assets have
expired or have been transferred and the Company has transferred substantially all risks and rewards of
ownership. Financial liabilities are derecognized when Company'’s obligations are discharged, cancelled or expire.
Financial assets and liabilities are offset and the net amount reported in the statement of financial position when
there is a legally enforceable right to offset the recognized amounts and there is an intention to settle on a net
basis, or realize the asset and settle the liability simultaneously. At initial recognition, the company classifies its
financial instruments in the following categories depending on the purpose for which the instruments were
acquired:

(i) Financial assets and liabilities at fair value through profit or loss (“FVTPL”): A financial asset or liability is
classified in this category if acquired principally for the purpose of selling or repurchasing in the short-term.
Derivatives are also included in this category unless they are designated as hedges. Financial instruments in this
category are recognized initially and subsequently at fair value. Transaction costs are expensed in the statement
of comprehensive (loss) income. Gains and losses arising from changes in fair value are presented in the
statement of comprehensive (loss) income within other gains and losses in the year in which they arise. Financial
assets and liabilities that are FVTPL are classified as current except for the portion expected to be realized or
paid beyond twelve months of the reporting date, which is classified as non-current. The Company’s financial
assets that are classified as FVTPL are its cash and cash equivalents.

(ii) Loans and receivables: Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. The company’s trade and other receivables are classified as
loans and receivables and are included in current assets due to their short-term nature. Loans and receivables
are initially recognized at the amount expected to be received less, when material, a discount to reduce the loans
and receivables to fair value. Subsequently, loans and receivables are measured at amortized cost using the
effective interest method less a provision for impairment.

(iii) Financial liabilities at amortized cost: Financial liabilities at amortized cost include accounts payables and
accrued liabilities. Financial liabilities are initially recognized at the amount required to be paid less, when
material, a discount to reduce the payables to fair value. Subsequently, financial liabilities are measured at
amortized cost using the effective interest method. Financial liabilities are classified as current liabilities if
payment is due within twelve months. Otherwise, they are presented as non-current liabilities.
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Acceleware Ltd.

Notes to Financial Statements
December 31, 2012 and 2011

(in Canadian dollars)

4. Significant accounting policies (cont’d)
(k) Financial instruments (cont’d)

All non-monetary transactions are measured at the fair value of the asset surrendered or the asset received,
whichever is more reliable, unless the transaction lacks commercial substance or the fair value cannot be reliably
established. The commercial substance requirement is met when the future cash flows are expected to change
significantly as a result of the transaction. When the fair value of a non-monetary transaction cannot be reliably
measured, it is recorded at the carrying amount (after reduction, when appropriate, for impairment) of the asset
given up adjusted by the fair value of any monetary consideration received or given. When the asset received or
the consideration given up is shares in an actively traded market, the value of those shares will be considered fair
value.

5. Recent Accounting Pronouncements Issued and not yet Effective

Certain new standards, interpretations, amendments and improvements to existing standards were issued by the
IASB or International Financial Reporting Interpretations Committee (‘IFRIC”) that are mandatory for accounting
periods beginning after January 1, 2013 or later periods. The standards impacted are as follows:

The amendment to IFRS 7, ‘Financial Instruments: Disclosures’ was issued in October 2010 Financial assets and
financial liabilities may be offset and the net amount presented in the statement of financial position, only when
there is a legally enforceable right to set off and there is either an intention to settle on a net basis or realize the
asset and settle the liability simultaneously. The amendment to IAS 32, issued in December 2011, clarified the
meaning of the offsetting criterion "currently has a legally enforceable right to set off" and the principle behind net
settlement, including identifying when some gross settlement systems may be considered equivalent to net
settlement.

The related amendment to IFRS 7, issued at the same time, requires new disclosures with respect to offsetting
which include gross amounts subject to rights of set off, amounts set off in accordance with the offsetting criteria,
amounts of financial instruments subject to master netting arrangements or similar agreements, and the related
net amounts. The amendment will only affect disclosure and is effective for annual periods beginning on or after
January 1, 2013.

IFRS 9, ‘Financial Instruments’ was issued in November 2009 and subsequently amended as part of an ongoing
project to replace IAS 39 Financial instruments: Recognition and measurement. The standard requires
classification of financial assets into two measurement categories based on the entity’'s business model for
managing its financial instruments and the contractual cash flow characteristics of the instrument. The categories
are those measured at fair value and those measured at amortized cost. The classification and measurement of
financial liabilities is primary unchanged from IAS 39, other than the fair value measurement option which now
addresses an entity’s own credit risk. Additional amendments are expected with respect to de-recognition of
financial instruments, impairment and hedge accounting. This new standard will also impact disclosures provided
under IFRS 7 Financial instrument: disclosures. IFRS 9 is effective for annual periods beginning on or after
January 1, 2015.
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5. Recent Accounting Pronouncements Issued and not yet Effective (cont’d)

IFRS 10, ‘Consolidated Financial Statements’ was issued in May 2011 and will supersede the consolidation
requirements in SIC-12 ‘Consolidation — Special Purpose Entities’ and IAS 27 ‘Consolidated and Separate
Financial Statements’ effective for annual periods beginning on or after January 1, 2013, with early application
permitted. IFRS 10 builds on existing principles by identifying the concept of control as the determining factor in
whether an entity should be included within the consolidated financial statements of the parent company. The
standard also provides additional guidance to assist in the determination of control where this is difficult to
assess.

IFRS 11, ‘Joint Arrangements’ was issued in May 2011 and will supersede existing IAS 31, ‘Joint Ventures’
effective for annual period beginning on or after January 1, 2013, with early application permitted. IFRS 11
provides for the accounting of joint arrangements by focusing on the rights and obligations of the arrangement,
rather than its legal form (as is currently the case). The standard also eliminates the option to account for jointly
controlled entities using the proportionate consolidation method.

IFRS 12, ‘Disclosure of Interests in Other Entities’ was issued in May 2011 and is a new and comprehensive
standard on disclosure requirements for all forms of interests in other entities, including subsidiaries, joint
arrangements, associates and unconsolidated structured entities. IFRS 12 is effective for annual periods
beginning on or after January 1, 2013, with earlier application permitted.

IFRS 13, ‘Fair Value Measurement’ was issued in May 2011 and sets out in a single IFRS a framework for
measuring fair value. IFRS 13 defines fair value as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date. This definition
of fair value emphasizes that fair value is a market-based measurement, not an entity-specific measurement. In
addition, IFRS 13 also requires specific disclosures about fair value measurement. IFRS 13 is effective for annual
periods beginning on or after January 1, 2013, with earlier application permitted.

IAS 1, ‘Presentation of financial statements’ was amended by the IASB in June 2011 in order to align the
presentation of items in order comprehensive income with US GAAP standards. Items in other comprehensive
income will be required to be presented in two categories: items that will be reclassified into profit or loss and
those that will not be reclassified. The flexibility to present a statement of comprehensive income as one
statement or two separate statements of profit and loss and other comprehensive income remains unchanged.
The amendments to IAS 1 are effective for annual periods beginning on or after July 1, 2012.

The amendment to IAS 16, “Property, Plant and Equipment’ was issued in May 2012, and clarified the
classification of servicing equipment and spare parts. As a result, some items previously classified as property,
plant and equipment may be reclassified as inventory and vice versa. The amendment is effective for annual
periods beginning on or after January 1, 2013.

The amendment to IAS 19, ‘Employee Benefits’ was issued in June 2011 which revises the accounting for
defined benefit plans to eliminate the option to defer recognition of actuarial gains and losses (the “corridor
approach”) by recognizing these in other comprehensive income as they occur; immediately recognize all past
service costs; replace interest cost and expected return on plan assets with a net interest amount that is
calculated by applying the discount rate to the net defined benefit liability (asset); and revise the disclosure
requirements. Accounting for termination benefits was also revised. The amendment is effective for annual
periods beginning on or after January 1, 2013.
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5. Recent Accounting Pronouncements Issued and not yet Effective (cont’d)

IAS 27, ‘Consolidated and Separate Financial Statements’ contains accounting and disclosure requirements for
investments in subsidiaries, joint ventures and associates when an entity prepares separate financial statements.
IAS 27 requires an entity preparing separate financial statements to account for those investments at cost or in
accordance with IFRS 9 Financial Instruments. IAS 27 is effective for annual periods beginning on or after
January 1, 2013. Earlier application is permitted.

IAS 28 was amended in 2011 which prescribes the accounting for investments in associates and sets out the
requirements for the application of the equity method when accounting for investments in associates and joint
ventures. IAS 28 is effective for annual periods beginning on or after January 1, 2013. Earlier application is
permitted.

The amendment to IAS 32 “Financial Instruments: Presentation,” issued in May 2012, clarified the income tax
consequences of distributions to holders of an equity instrument and of transaction costs of an equity transaction
by requiring that these items be accounted for in accordance with IAS 12 Income taxes. The amendment is
effective for annual periods beginning on or after January 1, 2013.

The amendment to IAS 34 “Interim Financial Reporting,” issued in August 2012, clarify the requirements on
segment information for total assets and total liabilities for each reportable segment. The amendment is effective
for annual periods beginning on or after January 1, 2013.

The Company is currently assessing the impact of these standards on its reporting and disclosures.

6. Trade and other receivables

December 31, 2012 December 31, 2011

Trade receivables $ 695,446 $ 557,179
Goods and services tax and other receivables 2,460 21,107
Allowance for doubtful accounts — (81,360)
$ 697,906 $ 496,926

7. Alberta SR&ED tax credit receivables

Reimbursement of eligible research and development project costs related to government assistance programs
are recorded as a reduction of research and development costs when incurred. The benefit of investment tax
credits for scientific research and experimental development expenses are recognized in the year the qualifying
expenditure is made provided there is reasonable assurance of recovery. This benefit is presented as a
reduction of the related research and development costs.
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8. Property and equipment

Furniture Computer Computer Leasehold
Cost: and fixtures hardware software improvements Total
Opening balance at January 1, 2012 $ 230,602 $ 720,299 77659 § 647,126 1,675,686
Additions 2,844 106,891 — 107,661 217,396
Disposals (144,126) (5,606) — (647,126) (796,858)
Closing balance at December 31,2012 $ 89,320 § 821,584 77,659 $ 107,661 1,096,224
Accumulated amortization and Furniture Computer Computer Leasehold
impairment: and fixtures hardware software improvements Total
Opening balance at January 1, 2012 $ 196,442 § 681,864 77659 $ 626,848 1,582,813
Amortization 4,900 70,033 — 31,247 106,180
Disposals (141,780) (743) — (647,126) (789,649)
Closing balance at December 31,2012 $ 59,562 § 751,154 77,659  § 10,969 899,344
Net book value at December 31,
2012 $ 29,758 $ 70,430 —  $ 96,692 196,880
Furniture Computer Computer Leasehold
Cost: and fixtures hardware software improvements Total
Opening balance at January 1, 2011 $ 263,377 $ 662,957 77659 % 647,126 1,651,119
Additions — 83,575 — — 83,575
Disposals (32,775) (26,233) — — (59,008)
Closing balance at December 31, 2011 $ 230,602 $ 720,299 77,659 $ 647,126 1,675,686
Accumulated amortization and Fumniture Computer Computer Leasehold
impairment; and fixtures hardware software improvements Total
Opening balance at January 1, 2011 $ 206,958 $§ 557,484 77659 § 536,777 1,378,878
Amortization 8,779 125,922 — 90,071 224,772
Disposals (19,295) (1,542) — — (20,837)
Closing balance at December 31,2011 § 196442 § 681,864 77,659 § 626,848 1,582,813
Net book value at December 31,2011  § 34160 $ 38,435 — 5 20,278 92,873

50% of amortization expense is allocated to research and development expense and 50% is allocated to general
and administrative expense. For the year ended December 31, 2012 $53,090 (2011 - $112,386) in amortization
is included in each of general and administrative and research and development expense on the statement of
comprehensive (loss) income. Property and equipment under finance lease as at December 31, 2012 had a cost
of $62,884 (December 31, 2011 - $nil), and a carrying amount of $53,758 (December 31, 2011 - $nil) net of

amortization.

Included in property and equipment is $6,961 (December 31, 2011 - $12,000) worth of computer hardware which

was exchanged for consulting services.

Page 19



Acceleware Ltd.

Notes to Financial Statements
December 31, 2012 and 2011

(in Canadian dollars)
9. Accounts payable and accrued liabilities

The Company’s accounts payable and accrued liabilities are non-interest bearing and detailed below:

December 31, 2012 December 31, 2011

Trade accounts payable $ 153,869 $ 182,792
Deferred employee salaries (note 20(c)) 163,797 24,194
Other payroll liabilities 103,770 73,037
Customer deposits 795 30,812
Accrued liabilities and other payables 181,797 75,447
$ 604,028 $ 386,282

10. Finance Lease

The Company has certain computer equipment under financial lease expiring 2015. The leases carry an annual
interest rate of 2.25%. Estimated lease payments are as follows:

December 31, 2012 December 31, 2011

2013 $ 21,696 $ —
2014 21,696 —
2015 14,542 —
Minimum lease payments 57,934 —
Less: interest portion (at a rate of 2.25%) 1,776 —
Net minimum lease payments 56,158 —
Less: current portion 20,625 —
$ 35,533 § —

The equipment under finance lease has been recognized in property and equipment at the present value of
minimum lease payments. Interest charges on leased equipment during the year was approximately $428 (2011
— $nil). Other than interest, no costs were incurred relating to this lease. The lease is secured by the assets under
lease. At year end, the net book value of equipment pledged as security for finance leases is $53,758 (2011 -

$nil).
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11. Share capital and other components of shareholders’ equity
(a) Share capital
The authorized share capital of the Company consists of an unlimited number of common shares, and unlimited

number of first preferred shares, of which conditions are to be determined; and an unlimited number of second
preferred shares, of which conditions are to be determined.

Common shares Number Amount
Balance, December 31, 2010 54,534,748 16,474,036
Issued in satisfaction of debt 1,415,518 70,776
Balance, December 31, 2011 and December 31, 2012 55,950,266 $ 16,544,812

Effective November 24, 2011, the Company settled outstanding indebtedness of $70,776 through the issuance of
common shares at a deemed price of $0.05 per common share. The deemed price of $0.05 per common share
was determined using the TSX Venture Exchange calculation of the minimum discounted market price which
cannot be less than $0.05 per common share. The outstanding debt was comprised of employee wages and
consulting fees. A total of 1,415,518 common shares were issued under the debt settlement.

(b) Share-based payments

At December 31, 2012 the Company had one equity-settled share-based compensation plan. The Company
accounts for options granted under this plan in accordance with the fair value method of accounting for share-
based compensation. The estimated fair value of the options that are ultimately expected to vest is recorded over
the option’s vesting period and charged to share-based compensation expenses.

During 2012, the Company granted to certain employees, officers, and directors options to purchase a total of
1,460,000 Common Shares at an exercise price of $0.10 per share. 486,666 of the options will vest one year
from the date of grant, 486,667 will vest two years from the date of grant and 486,667 will vest three years from
the date of grant. The options expire 5 years from the date of grant. The weighted average grant date fair value
of the stock options granted during 2012 was estimated to be $0.068 per option using the Black-Scholes option
pricing model based on the following weighted average assumptions: expected volatility of 183%, a risk-free
interest rate of 1.32%, expected dividend yield of nil%, expected forfeiture rate of 10% and expected life of 5
years. The expected volatility was determined by calculating the historical volatility of the Company’s common
share price from the date or grant back to the date one year prior to the date of grant. The estimated fair value of
each tranche of options not immediately vesting is amortized to share-based payments over the option vesting
period on a straight line basis. Total share-based payment expenses for the year ended December 31, 2012 were
$40,377 relating to general and administrative and $34,275 relating to research and development for a total of
$74,652.
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11. Share capital and other components of shareholders’ equity (cont’d)
(b) Share-based payments (cont’d)

During 2011, the Company granted to certain employees, officers, and directors, options to purchase a total of
1,240,000 Common Shares at an exercise price of $0.10 per share. 413,333 of the options will vest one year
from the date of grant, 413,333 will vest two years from the date of grant and 413,334 will vest three years from
the date of grant. The options expire 5 years from the date of grant. The weighted average grant date fair value
of the stock options granted during 2011 was estimated to be $0.063 per option using the Black-Scholes option
pricing model based on the following weighted average assumptions: expected volatility of 187%, a risk-free
interest rate of 2.48%, expected dividend yield of nil%, expected forfeiture rate of 10% and expected life of 5
years. The expected volatility was determined by calculating the historical volatility of the Company’s common
share price from the date or grant back to the date one year prior to the date of grant. The estimated fair value of
each tranche of options not immediately vesting is amortized to share-based payments over the option vesting
period on a straight line basis. Total share-based payment expenses for the year ended December 31, 2011 were
$18,919 relating to general and administrative and $18,427 relating to research and development for a total of
$37,346.

The changes to the number of options granted by Acceleware Ltd. and their weighted average exercise price are
as follows:

Weighted

Average

Number Exercise Price

Balance, December 31, 2010 3,105,900 0.256
Granted 1,240,000 0.100
Forfeited (543,000) 0.165
Expired (222,900) 0.409
Balance, December 31, 2011 3,580,000 0.206
Granted 1,460,000 0.100
Forfeited (250,000) 0.136
Expired (362,500) 1.055
Balance, December 31, 2012 4,427,500 0.105
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11. Share capital and other components of shareholders’ equity (cont’d)
(b) Share based payments (cont’d)

Summary of options outstanding and exercisable as at December 31, 2012 are as follows:

Weighted
average
remaining Weighted
Exercise price contractual life  average exercise
outstanding Number outstanding (years) price  Number exercisable
$0.10 4,390,000 2.73 $0.100 2,361,635
0.70 22,500 0.34 0.700 22,500
$0.80 15,000 0.10 0.800 15,000
4,427,500 2.1 $0.105 2,399,135
(c) Contributed surplus
Balance, December 31, 2010 $ 5,874,106
Share-based payments 37,346
Balance, December 31, 2011 $ 5,911,452
Share-based payments 74,652
Balance, December 31, 2012 $ 5,986,104

12. Segmented information
The Company operates in an international market within one reportable industry segment.

(@) Geographic segmentation is as follows:

Revenue: Canada Foreiqn Total
Countries

December 31, 2011 $ 37,592 2,724,756 $ 2,762,348

December 31, 2012 $ 83,954 2,826,626 $ 2,910,580
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12. Segmented information (cont’d)

(b) Product segmentation of revenue is as follows:

December 31, 2012 December 31, 2011

Product sales $ 384,300 $ 888,729
Consulting 2,208,335 1,487,444
Maintenance 317,945 386,094
Interest - 81
$ 2,910,580 §$ 2,762,348

During the year, the Company sponsored a research organization. The fair value of the transaction was $49,000
and the Company exchanged product sales and maintenance revenue for the sponsorship. The sponsorship is
recorded in deposits and prepaid expenses.

The Company derives significant revenues from major customers each of whom exceed 10% of total revenues for
either the year ended December 31, 2012 or 2011.

December 31, 2012 December 31, 2011

Customer A $ 1,027,936 $ 290,345
Customer B 349,161 562,487
Customer C 193,292 449,733
Customer D 141,518 378,314
$ 1,711,907 § 1,680,879

All of the Company’s assets are located in Canada.

13. Cost of revenue
The Company incurs costs directly related to the provision of its products and services. These costs include

direct salaries, benefits, repayments under an Industrial Research Assistance Program funding agreement with
the National Research Council (“NRC”) (see note 15), hardware, and travel, freight and other expenses.

December 31, 2012 December 31, 2011

Salaries and contractors $ 489,138 $ 312,090
NRC-IRAP repayments (note 15) 58,218 55,300
Cost of hardware sold to customers 89,496 93,919
Travel, freight and other 79,754 82,805

$ 716,606 544 114

Page 24



Acceleware Ltd.

Notes to Financial Statements
December 31, 2012 and 2011

(in Canadian dollars)

14. General and administrative

The Company incurs costs related to marketing and selling its products and services as well as costs related to
general and administrative activities. These costs include salaries, marketing, travel, share-based payments, a
proportionate share of rent, supplies, public company fees, amortization and professional fees.

December 31, 2012 December 31, 2011

Salaries $ 827,499 § 612,987
Marketing 91,170 79,660
Travel 63,031 48,211
Share-based payments (note 11b) 40,377 18,919
Rent, supplies and public company fees 341,158 281,669
Amortization (note 8) 53,090 112,386
Professional fees 72,172 69,488
Bad debt expense — 81,360
$ 1,488,497 § 1,304,680

15.Research and development

The Company incurs costs related to its research and development activities. To date, all of the costs relating to
the Company's projects under development have been expensed as incurred. These costs include a portion of
salaries, share-based payments, R&D lab supplies, a proportionate share of rent and office supplies, and
amortization and other expenses. Research and development costs incurred during the year are as follows:

December 31, 2012 December 31, 2011

Salaries $ 891,367 $ 994,069
Consultants 269,118 235,065
R&D lab supplies and other 64,183 116,513
Share-based payments (note 11b) 34,275 18,427
Rent and overhead allocation 74,506 69,105
Amortization (note 8) 53,090 112,386
Non-refundable government assistance - (12,015)
Alberta SR&ED tax credits (155,580) (160,465)

$ 1,230,959 1,373,085

During the year ended December 31, 2007, the Company completed its Industrial Research Assistance Program
funding agreement with the National Research Council (“NRC”) which funded certain research and development
costs relating to hardware acceleration products. The Company received a total of $294,375, which was
recorded as a reduction against research and development costs of $127,288 for 2007 and $167,087 for 2006.
The funding is repayable quarterly, based on 2% of revenues, commencing July 1, 2008 and ending on the earlier
of September 30, 2012 and the date total repayments equal 150% ($441,563) of the funding advanced. Since
the total payments made by the Company as of September 30, 2012 are less than 100% of the funding
advanced, payments will continue until the earlier of December 31, 2018 and the date total repayments equal
100% of the funding advanced. The Company’s assistance from NRC IRAP and Alberta Ingenuity Fund for the
year ended December 31, 2011 is non-refundable.
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15. Research and development (cont’d)

As of December 31, 2012, $255,677 in IRAP repayments have been made. As of December 31, 2012, of that
total, $215,653 has been paid in cash and $40,024 was accrued. The total repayment amount (cash, payable and
accrued) is based on 2% of revenue as of December 31, 2012. Future payments will be made based on the 2%
of revenue repayment term. Future payments are accrued when revenue amounts are known, at the end of each
quarter. Future payments become payable once IRAP provides an invoice based on a quarterly revenue report.

16. Income taxes
The provision for income taxes differs from the result which would be obtained by applying the combined

Canadian federal and provincial statutory income tax rate of 25.0% (December 31, 2011 - 26.5%) to loss before
income taxes. The difference results from the following:

December 31, 2012 December 31, 2011

Loss before income tax $ 483,815 $ 464,940
Computed expected recovery 120,954 123,209
Tax rate changes and other (85,801) (6,435)
Non-deductible expenses (20,879) (66,465)
Deferred tax assets disposed of on plan of arrangement - (4,256,051)
Change in deferred tax assets not recognized (258,341) 4,975,095
SR&ED investment tax credits 244,067 147,843
Deferred tax recovery $ — 917,196

The components of the deferred tax asset are as follows:

December 31, 2012 December 31, 2011

Deferred tax assets:

Non-capital losses carried forward $ — 44,430
SR&ED tax pools 151,880 —
SR&ED investment tax credits 350,519 147,843
Property and equipment and other 185 51,970
Deferred tax assets not recognized (502,584) (244,243)
Net deferred tax asset $ — $ —

The Company has $nil (December 31, 2011 - $177,721) in non-capital losses available to claim against future
taxable income. The Company has $607,521 (December 31, 2011 - $nil) in deductible SR&ED expenditures and
$467,358 (December 31, 2011 - $147,843) of SR&ED investment tax credits available to claim against future
taxable income or income taxes. The investment tax credits begin to expire in 2031. The Company recorded
$155,580 in refundable Alberta SR&ED tax credits for the year ended December 31, 2012 (2011 - $160,465). The
Alberta SR&ED tax credits are recorded as a reduction of research and development expenses.
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17. Financial Instruments
(a) Fair Value

The carrying value of cash and cash equivalents, trade and other receivables, accounts payable and accrued
liabilities approximates their fair values due to the immediate or short-term maturity of these financial instruments.
The Company uses three input levels to measure fair value:

Level 1 - unadjusted quoted prices in active markets for identical assets or liabilities. An active market for
the asset or liability is a market in which transactions for the asset or liability occur with sufficient frequency
and volume to provide pricing information on an ongoing basis;

Level 2 - quoted prices for similar assets or liabilities; quoted prices in markets that are not active; or other
inputs that are observable or can be corroborated by observable market data for substantially the full term of
the assets or liabilities;

Level 3 - unobservable inputs that are supported by little or no market activity and that are significant to the
fair value of the assets or liabilities.

The fair value of cash and cash equivalents is considered to be level 1.
(b) Interest Rate Risk

The Company is exposed to interest rate risk in that changes in market interest rates will cause fluctuations in the
fair value of or future cash flows from its cash equivalents. The short term nature of these instruments, a maturity
within three months of their purchase date and the highly liquid nature of these investments significantly mitigate
the Company’s interest rate risk.

() Currency Risk
A significant portion of the Company's revenues is made from sales to customers in foreign countries, and is
denominated in United States dollars (“USD”). Accordingly, the Company is exposed to related foreign currency
risk arising from fluctuations in USD exchange rates. The Company does not engage in any foreign currency
hedging at this time.

The USD working capital exposure as at year end is as follows:

December 31, 2012 December 31, 2011
Cash and cash equivalents $ 217,085 § 280,745
Trade and other receivables 677,116 462,895
Accounts payable and accrued liabilities (36,265) (17,416)
Net exposure $ 857,936 $ 726,224
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17. Financial Instruments (cont’d)
(c) Currency Risk (cont’d)

The USD denominated revenue and expenses for the year are as follows:

December 31, 2012 December 31, 2011

Revenue $ 2,826,626 $ 2,724,756
Expenses (227,272) (208,132)
Net exposure $ 2,599,354 § 2,576,624

The table below depicts the average and ending USD to Canadian dollar exchange rates for the year.

Average exchange  Average exchange

rate for the year rate for the year Exchange rate as at Exchange rate as at
ended ended December 31,2012 December 31, 2011
December 31,2012 December 31, 2011
USD per one
Canadian dollar $ 1.0004 $ 1.0110 $ 1.0051 $ 0.9833

The table below depicts the annual impact to net and comprehensive loss of varying the above USD to Canadian
dollar exchange rate by one cent.

decrease/(increase) in decrease/(increase) in
comprehensive (loss) comprehensive loss for
income for the year the year ended
ended December 31, 2011
December 31, 2012
1 cent strengthening in the Canadian dollar $ (34,519) $ (31,907)
1 cent weakening in the Canadian dollar $ 34,519 $ 31,907

(d) Credit Risk

Credit risk reflects the risk that the Company may be unable to recover its trade and other receivables. The
Company is exposed to credit risk as a substantial portion of its revenue is predominately generated from a small
number of customers. The Company manages its credit risk by closely monitoring the granting of credit. Trade
and other receivables that are greater than 30 days are considered past due but not impaired. Based on the
status of trade and other receivables, no allowance for doubtful accounts has been recorded as at December 31,

2012 (December 31, 2011 - $81,360).
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17. Financial Instruments (cont’d)
(d) Credit risk (cont’d)

The aging of trade and other receivables as at year end is as follows:

December 31, 2012 December 31, 2011
1-30 days $ 512,133 § 284,827
31 - 60 days 98,374 74,354
61-90 days 15,605 2,609
91 -120 days — —
Over 120 days 71,794 216,496
Allowance for doubtful accounts — (81,360)
$ 697,906 $ 496,926

The following table shows the customers whose trade receivables exceed 15% of the total trade and other
receivables at each year end:

December 31, 2012 December 31, 2011

Customer V 198,914 —
Customer W 129,044 408
Customer X 67,951 97,048
Customer Y 63,564 72,722
Customer Z 43,297 130,913
$ 502,770 $ 301,091

(e) Liquidity risk

Liquidity risk is defined as the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilities. Liquidity risk is the risk that the Company is not able to meet its financial obligations as they
become due or that it can only do so at an abnormally high cost.

The Company plans to manage its cash flow and investment in new products to match the cash requirements to
cash generated from operations. Management believes that successful execution of its business plan will result
in sufficient cash flow to fund projected operational and investment requirements. However, no assurances can
be given that the Company will be able to achieve all or part of the objectives discussed above, or that sufficient
financing from outside sources will be available.

Management strives to maintain an optimum level of liquidity by actively managing assets, liabilities and cash
flows. Management prepares regular budgets and cash flow forecasts to help predict future changes in liquidity.
Based on the Company’s aggregate liquid assets as compared to its liabilities and commitments, management
assesses liquidity risk to be low, subject to the ability to generate positive cash flows from operations.

Acceleware’s financial liabilities are all due within one year, with the exception of finance leases.
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17. Capital Risk Management

Capital disclosures provide information about (i) the Company’s objectives, policies, and processes for managing
capital, (i) quantitative data about what the Company regards as capital, (iii) whether the Company has complied
with any capital requirements, and (iv) if it has not complied, the consequences of such non-compliance.

The Company’s objectives for managing capital are:

i. To safeguard the Company’s ability to continue as a going concern, so that it can provide
adequate returns for shareholders and benefits for other stakeholders.

ii. To ensure sufficient liquidity to enable the internal financing of capital thereby facilitating its
ability to continue operations and eventually achieve profitable operations.

iii. To maintain a strong capital base so as to maintain investor, creditor and market confidence.

The Company considers the items included in capital to include shareholders’ equity, and long-term debt. The
Company manages its capital structure and makes adjustments to it in light of changes in economic and business
conditions, financing environment and the risk characteristics of the underlying assets. In order to maintain or
adjust its capital structure, the Company may issue new shares, new debt, draw on lines of credit, or scale back
the size and nature of its operations. The Company’s management of its capital is dependent upon cost
containment and on its ongoing efforts to focus on core vertical markets and achieve profitable operations. The
Company is not subject to externally imposed capital requirements. As at December 31, 2012, shareholders’
equity was $766,074 (December 31, 2011 - $1,175,237) and the Company had $35,533 in long term debt in the
form of finance leases (December 31, 2011 - $nil).

18. Indemnifications
(a) Directors and Officers

Under the terms of certain agreements and Acceleware’s by-laws, the individuals who have acted at the
Company’s request as directors and/or officers are indemnified to the extent permitted by law, against any and all
damages, liabilities, costs, charges or expenses suffered by or incurred by the individuals as a result of their
service. The claims covered by such indemnifications are subject to statutory and other legal limitation periods.
The nature of the indemnification agreements prevents the Company from making a reasonable estimate of the
maximum potential amount it could be required to pay to beneficiaries of such indemnification agreements. The
Company has mitigated this risk by obtaining directors’ and officers’ liability insurance.

(b) Other

In the ordinary course of business, the Company enters contracts which contain indemnification provisions such
as loan agreements, purchase contracts, service agreements, licensing agreements, asset purchase and sale
agreements, operating agreements, leasing agreements, asset use agreements etc. In such contracts, the
Company may indemnify counterparties to the contracts if certain events occur. These indemnification provisions
vary on an agreement by agreement basis. In some cases, there are no pre-determined amounts or limits
included in the indemnification provisions and the occurrence of contingent events that will trigger payment under
them is difficult to predict. Therefore, the maximum potential future amount that the Company could be required
to pay cannot be estimated.
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19. Commitments

Acceleware entered into a premise lease on 9,262 square feet of office space commencing June 1, 2007, which
ended on May 31, 2012, a period of five years. The Company secured an additional 2,015 square feet of office
space commencing January 1, 2008 for balance of the term, ending May 31, 2012. A rent inducement of $46,310
was received and included in accounts payable and accrued liabilities. It was amortized over the term of the lease
and recorded as a reduction to rent expense. At December 31, 2012, $nil of the rent inducement remained
(December 31, 2011 - $3,859).

On February 29, 2012, Acceleware entered into a premise lease agreement to lease 5,244 square feet of office
space commencing August 1, 2012 and ending July 31, 2017, a period of five years. A rent inducement of
$103,420 was received and included in accounts payable and accrued liabilities. It will be amortized over the term
of the lease and recorded as a reduction to rent expense. At December 31, 2012, $91,924 of the rent inducement
remains (December 31, 2011 - $nil).

In addition to the basic monthly rents, the Company must pay a proportionate share of property taxes, operating
costs, utilities and additional services.

The minimum annual basic rent commitments are as follows:

2013 $ 148,563
2014 150,748
2015 153,807
2016 155,992
2017 79,525

$ 688,635

20.Related Party Transactions

(a) Forthe year ended December 31, 2012, the Company incurred expenses in the amount of $154,114 (2011 -
$134,268) with a company controlled by an officer of the Company as fees for duties performed in managing
operations, and is included in research and development. Of the total, $8,219 was included in accounts
payable and accrued liabilities as at December 31, 2012 (December 31, 2011 - $13,770). These fees
occurred in the normal course of operations and in the opinion of management represent fair value for
services rendered.
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20. Related Party Transactions (cont’d)

(b) For the year ended December 31, 2012, the Company incurred expenses in the amount of $7,453 (2011 -
$256,510) with a company controlled by a director of the Company for legal fees, and is included in general
and administrative. Of the total, $1,675 was included in accounts payable and accrued liabilities as at
December 31, 2012 (December 31, 2011 - $1,916). These fees occurred in the normal course of operations
and in the opinion of management approximates fair value for services rendered.

(c) Four officers of the Company have advanced $163,797 (December 31, 2011 - $24,194) to the Company in
the form of deferred salaries and consulting fees. These amounts are non-interest bearing, unsecured and
are to be repaid no later than December 31, 2013. These amounts are recorded in accounts payable and
accrued liabilities.

(d) Key management includes the Company’s directors and members of the executive management team.
Compensation awarded to key management included:

2012 2011

Salaries and short-term employee benefits $ 742,284 § 775,551
Share-based payments 44,098 22,247
$ 786,382 $ 797,798

21. Subsequent Event

Subsequent to the year end, the Company received a disbursement of $54,480 from third-party Asset-Backed
Commercial Paper (“ABCP”) settlement funds. This payment is pursuant to the ABCP settlement distribution plan
announced by the Ontario Securities Commission and Investment Industry Regulatory Organization of Canada in
2012.

The Company held an investment in third party ABCP with a face amount of approximately $1.4 million, which it
acquired in 2007. The investment was made on a short term basis. However, due to liquidity issues experienced in
and the collapse of the Canadian ABCP market in 2007, the Company continued to hold the investment into 2009. As
liquidity developed throughout 2009, the Company was able to liquidate the investment for gross proceeds of
$752,466 on December 9, 2009. The ABCP settlement funds were collected in enforcement settiements agreed to by
certain investment dealers who sold ABCP products prior to the collapse of the market in 2007.
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