Consolidated Financial Statements of

POSERA — HDX Ltd.

Years ended December 31, 2014 and 2013



.

pwec

March 31, 2015

Independent Auditor’s Report

To the Shareholders of
Posera- HDX Ltd.

We have audited the accompanying consolidated financial statements of Posera-HDX Ltd. and its
subsidiaries, which comprise the consolidated statements of financial position as at December 31, 2014
and December 31, 2013 and the consolidated statements of operations and comprehensive loss, changes in
equity and cash flows for the years then ended, and the related notes, which comprise a summary of
significant accounting policies and other explanatory information.

Management’s responsibility for the consolidated financial statements

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

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated 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 the audits to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated 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 consolidated 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 consolidated financial statements.

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

PricewaterhouseCoopers LLP
95 King Street South, Suite 201, Waterloo, Ontario, Canada N2J 5A2
T: +1 519 570 5700, F: +1 519 570 5730

“PwC" refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.



.

pwec

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Posera-HDX Ltd. and its subsidiaries as at December 31, 2014 and December 31, 2013 and
their financial performance and their cash flows for the years then ended in accordance with International
Financial Reporting Standards.

%MW@/M LLP

Chartered Professional Accountants, Licensed Public Accountants



Management’s Responsibility for the Consolidated
Financial Statements

The management of Posera-HDX Ltd. is responsiblé&i® preparation of all information included insth
annual report. The consolidated financial statembate been prepared in accordance with Interration
Financial Reporting Standards, and necessarilydeclsome amounts that are based on management’s
best estimates and judgments. Financial informatioluded elsewhere in this annual report is ctests

with that in the consolidated financial statements.

Management maintains a system of internal accogiiimtrols to provide reasonable assurance that the
consolidated financial statements are accurateeiable and that the assets are safeguarded &ssrolr
unauthorized use.

The Company's external auditors, appointed by $twdders, have prepared their report, which outlines
the scope of their examination and expressesadp@iion on the consolidated financial statements.

The Board of Directors, through its Audit Committeeresponsible for assuring that managementlfulfi
its financial reporting responsibilities. The Audibmmittee is composed of independent directors who
are not employees of the Company.

The Audit Committee meets periodically with managatrand with the auditors to review and to discuss
accounting policy, auditing and financial reportingatters. The Committee reports its findings to the
Board of Directors for their consideration in revieg and approving the consolidated financial

statements for issuance to shareholders.

Signed “Paul Howell”
Paul Howell — Chief Executive Officer

Signed “Kevin Mills”
Kevin Mills — Chief Financial Officer

March 24, 2015



POSERA-HDX LTD.
Consolidated Statements of Financial Position

Asat December 31, 2014 and December 31, 2013
(in Canadian dollars)

December 31, 2014

December 31, 2013

ASSETS (Notes 11, 15, 20, 21)

CURRENT
Cash and cash equivalents [Notes 4, 21(a)] $ 1,442,686 $ 2,954,115
Accounts receivable [Notes 19, 21(a)] 3,112,671 3,554,848
Current portion of lease receivable (Note 5) 20,579 10,667
Inventory (Note 7) 890,416 813,746
Investment credits receivable - refundable (Note 6) 771,782 775,447
Income taxes receivable (Note 17) 35,272 -
Prepaid expenses and deposits 258,645 269,040
6,532,051 8,377,863
NON-CURRENT
Property, plant and equipment (Note 8) 283,257 290,312
Deposit on leased premises 39,581 39,581
Lease receivable (Note 5) 32,513 36,916
Investment tax credits receivable - non-refundgliete 6) 1,056,042 1,217,686
Deferred income tax assets (Note 17) 76,210 44,922
Intangible assets (Note 9) 3,658,176 3,825,790
Goodwill (Note 10) 7,422,911 6,600,883
$ 19,100,741 $ 20,433,953
LIABILITIES (Notes 20, 21)
CURRENT
Bank indebtedness (Note 11) $ 207,103 $ 207,101
Accounts payable and accrued liabilities (Notes1B3, 3,042,102 2,777,542
Provisions (Note 13) 207,224 210,000
Current portion of vehicle loans and capital legdeste 16) 58,201 51,321
Current portion of notes payable (Note 15) 1,165,967 2,178,163
Income taxes payable (Note 17) 2,721 342,407
Deferred revenue 1,582,005 2,015,836
6,265,323 7,782,370
NON-CURRENT
Deferred income tax liability (Note 17) 650,925 740,274
Vehicle loans and capital leases (Note 16) 136,899 165,824
Notes payable (Note 15) 1,585,238 396,697
8,638,385 9,085,165
EQUITY (Note 23)
SHARE CAPITAL [Note 18(a)] 53,656,082 53,319,143
CONTRIBUTED SURPLUS [Note 18(b, c)] 7,142,111 6,782,106
WARRANTS [Note 18(d)] 36,137 36,137
DEFICIT (50,597,187) (48,736,669)
ACCUMULATED OTHER COMPREHENSIVE INCOME(LOSS) 225,213 (51,929)
10,462,356 11,348,788
$ 19,100,741 $ 20,433,953
APPROVED BY THE BOARD
Signed "Louden Owen" Director
Signed "David Del Chiart Directol

See accompanying notes to the consolidated finesteitements

Commitments [Note 21(b)]



POSERA-HDX LTD.
Consolidated Statements of Operations and Comprehensive L oss

For the years ended December 31, 2014 and 2013
(in Canadian dollars, except for number of common shares)

Year ended December 31,

2014 2013
REVENUE (Note 19)
Point of sale revenue 18,709,858 $ 19,350,796
Payment processing revel [ Gross payment processing fees $15,336,661 (2013 -
$722,511)] (Note 2) 1,404,592 160,616
TOTAL REVENUE 20,114,450 19,511,412
COST OF SALES (Notes 19, 22)
Cost of inventory (Note 7) 4,330,495 5,001,125
Technology (Note 6) 1,721,069 1,791,176
Operations and support 5,388,022 4,785,559
TOTAL COST OF SALES 11,439,586 11,577,860
GROSS PROFIT 8,674,864 7,933,552
OPERATING EXPENSES (Notes 19, 22)
Sales and marketing 5,069,083 3,337,638
General and administrative (Note 3) 5,529,033 5,066,151
Impairment of assets (Notes 8, 9, and 10) - 262,275
TOTAL OPERATING EXPENSES 10,598,116 8,666,064
(1,923,252) (732,512)
OTHER EXPENSES (INCOME)
Interest expense (Notes 11, 14, 15, 16) 416,567 228,514
Realized and unrealized loss(gain) on foreign exgha 20,480 (198,586)
Interest and other income (18,096) (10,262)
Loss on revaluation of financial instruments (Nb#e - 98,786
TOTAL OTHER EXPENSES (INCOME) 418,951 118,452
NET LOSSBEFORE INCOME TAXES (2,342,203) (850,964)
INCOME TAX EXPENSE (RECOVERY)
Current (Note 17) (262,022) 542,666
Deferred (Note 17) (219,663) (401,192)
NET LOSS $ (1,860,518) $ (992,438)
Itemsthat may bereclassified subsequently to net income
Other comprehensive gain on foreign translation 277,142 36,193
NET COMPREHENSIVE LOSS $ (1,583,376) $ (956,245)
BASIC AND DILUTED LOSS PER SHARE
(Note 18(e $ (0.03 $ (0.02;
BASIC AND DILUTED WEIGHTED AVERAGE NUMBER
OF COMMON SHARES (in 000’ 59,36 48,96

See accompanying notes to the consolidated finbsigiglements



POSERA-HDX LTD.
Consolidated Statements of Changesin Equity

For the yearsended December 31, 2014 and 2013
(in Canadian dollars)

Year ended December 31,
2014 2013

DEFICIT BEGINNING OF YEAR

(48,736,669) $

(47,744,231)

Net loss (1,860,518) (992,438)
DEFICIT END OF YEAR (50,597,187) $ (48,736,669)
ACCUMULATED OTHER COMPREHENSIVE

INCOME(LOSS) BEGINNING OF YEAR (51,929) $ (88,122)

Other comprehensive gain on foreign translation 277,142 36,193
ACCUMULATED OTHER COMPREHENSIVE

INCOME(LOSS) END OF YEAR 225213 $ (51,929)
NET COMPREHENSIVE LOSS (1,583,376) $ (956,245)
SHARE CAPITAL BEGINNING OF YEAR 53,319,143 $ 50,790,093

Non-cash issuance upon acquisitions (Note 3) 330,733 840,000

Exercise of stock compensation 13,020 -

Issued for cash consideration - 2,147,200

Issuance costs - Cash (6,814) (163,899)

Issuance costs - Compensation Warrants - (32,092)

Cancellation of Common Shares - (262,159)
SHARE CAPITAL END OF YEAR [Note 18(a)] 53,656,082 $ 53,319,143
CONTRIBUTED SURPLUS BEGINNING OF YEAR 6,782,106 $ 6,529,278

Issuance of convertible debenture (Note 15) 92,000 -

Stock based compensation 273,275 28,169

Exercise of stock compensation (5,270) -

Purchase of Common Shares for cancellation - 224,659
CONTRIBUTED SURPLUSEND OF YEAR [Note 18(b, c)] 7,142,111 $ 6,782,106
WARRANTS BEGINNING OF YEAR 36,137 $ -

Compensation Warrants - 36,137
WARRANTSEND OF YEAR [Note 18(d)] 36,137 $ 36,137

See accompanying notes to the consolidated finbstei@ments



POSERA-HDX LTD.
Consolidated Statements of Cash Flows

For the years ended December 31, 2014 and 2013
(in Canadian dollars)

Year ended December 31,

2014 2013
NET (OUTFLOW) INFLOW OF CASH RELATED
TO THE FOLLOWING ACTIVITIES
OPERATING
Net loss (1,860,518) $ (992,438)
Items not affecting cash
Amortization of property, plant & equipment (Note 8) 92,215 111,097
Amortization of intangible assets (Note 9) 1,042,712 1,302,736
Deferred income tax recovery (Note 17) (219,663) (401,192)
Loss on revaluation of financial instruments (Note 14) - 98,786
Impairment of assets (Notes 8,9, 10) - 262,275
Stock-based compensation expense [Note 18(b,c)] 273,275 28,169
Interest accretion (Notes 14, 15, 170,05( 122,76¢
Reduction of notes payable principle (Note (292,947 -
Unrealized loss(gain) on foreign exchange 18,776 (173,978)
(776,100) 358,223
Changes in working capital items (Note 24) (228,394) 242,142
(1,004,494) 600,365
FINANCING
Proceeds from issuance of Common Shares [Note 18(a)] - 2,147,200
Issuance costs paid for Common Shares [Notes 18(a,d)] (6,815) (163,899)
Repayment of vehicle loans and capital leases (Note 16) (69,381) (18,028)
Issuance of vehicle loans (Note 16) 34,205 28,680
Proceeds from the exercise of stock options (Notes 18(a,b, c)) 7,750 -
Issuance of notes payable (Note 15) 1,350,000 -
Issuance costs of notes payable (Note 15) (108,228) 1,485,000
Purchase of Common Shares for cancellation [Note 18(a)] - (37,500)
Payment of royalties (Note 14) - (229,140)
Repayment of notes payable (Note 15) (1,658,064) (107,228)
(450,533) 3,105,085
INVESTING
Acquisition of Zomaron Inc., net of Cash (Note 3) - (1,694,237)
Acquisition of Terminal Management Concepts Ltd, net of Caske(Bp 4,903 -
Acquisition of property, plant and equipment (Note 8) (80,924) (59,305)
Acquisition of intangible assets (Note 9) (44,188) (29,730)
(120,209) (1,783,272)
Foreign exchange gain on net cash and cash equivalents
held in a foreign currency 63,805 31,179
NET CASH AND CASH EQUIVALENTS INFLOW (OUTFLOW) (1,511,431) $ 1,953,357
NET CASH AND CASH EQUIVALENTS,
BEGINNING OF PERIOD 2,747,014 793,657
NET CASH AND CASH EQUIVALENTS,
END OF PERIOD 1,235,583 $ 2,747,014
FOR THE PURPOSE OF THIS STATEMENT, NET CASH AND
CASH EQUIVALENTS COMPRISE THE FOLLOWING
Cash and cash equivalents (Note 4) 1,442,686 $ 2,954,115
Bank indebtedness (Note 11) (207,103) (207,101)
1,235583 $ 2,747,014
SUPPLEMENTAL OPERATING CASH FLOW INFORMATION
Interest paid 246,517 $ 91,250
Interest received 18,096 10,262
Income taxes (received) paid 82,980 208,043
Investment credits and investment tax credits receivable received 558,840 831,333

See accompanying notes to the consolidated financial statements



POSERA — HDX Ltd.

Notes to the Consolidated Financial Statements
December 31, 2014 and 2013

(in Canadian dollars, except as noted)

1. DESCRIPTION OF BUSINESS

Posera-HDX Ltd. (“Posera — HDX”, “HDX" or the “Corapy”), is domiciled in Canada and is in
the business of managing merchant transactions withsumers and facilitating payments
emphasizing transaction speed, simplicity and amgurPosera - HDX develops and deploys touch
screen point-of-sale (“POS”) system software argbeiated enterprise management tools and has
developed and deployed numerous POS applicatiaser® - HDX also provides system hardware
integration services, merchant staff training, eystinstallation services, distribution of electioni
cash registers to a network of value added reselleross Canada and post-sale software and
hardware support services. Through Posera Inc.itansubsidiaries, collectively (“Posera”), the
Company licenses, distributes and markets its talgpi POS software throughout the Americas,
Europe & Asia. Finally, as a result of the acqiosis of Zomaron Inc. (“Zomaron”) and Terminal
Management Concepts Ltd. (“TMC"), the Company hddea to its suite of product offerings by
offering debit and credit card merchant processrgyices and POS integration.

Posera - HDX was founded in 2001 and is headqeattar 350 Bay Street, Suite 700, in Toronto,
Canada M5H 2S6. The Company’s common shares (“Conmiares”) are listed on the Toronto
Stock Exchange under the symbol “HDX”.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation in accordance with IFRS

These consolidated financial statements have beepaped in accordance with International
Financial Reporting Standards and IFRIC interpretat (collectively “IFRS”) issued that are
effective on December 31, 2014. These consolidétethcial statements were approved by the
Board of Directors on March 24, 2015. These codatdid financial statements have been prepared
on the historical cost basis, except for certainvalue through profit and loss financial instrums
which are carried at fair market values.

The preparation of consolidated financial statesé@ntonformity with IFRS requires management
to make judgments, estimates and assumptions fieat ¢he application of policies and reported
amounts of assets and liabilities, income and esg®nActual results may differ from these
estimates.

Consolidation

These consolidated financial statements includeattoeunts of Posera — HDX Ltd. and its wholly
owned subsidiaries. These subsidiaries are A&A tRafirsale Solutions Inc. (“A&A"); Posera Inc.
and its subsidiaries: Posera France SAS; Poseop&litd.; Posera Software Inc.; Posera Singapore
and Posera USA Inc. (“Posera”); Century Cash Reglst. (“Century”); HDX Payment Processing
Ltd. ("HDX Payment Processing”); Posera — HDX Salled Inc. (“Posera — HDX Scheduler”);
Zomaron; and TMC. Zomaron and TMC have been indudéhe consolidated financial statements
since the date of acquisition, being December 2320hd December 31, 2014 respectively.



POSERA — HDX Ltd.

Notes to the Consolidated Financial Statements
December 31, 2014 and 2013

(in Canadian dollars, except as noted)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Subsidiaries are those entities (including spemimpose entities) over which the Company has the
power to govern financial and operating policiegsbSdiaries are fully consolidated from the date
on which control is obtained and are de-consoliifiem the date that control ceases. Intercompany
transactions, balances, income and expenditurdsgains and losses are eliminated.

Presentation Currency
These consolidated financial statements are pregémiCanadian Dollars (“CAD”).
Foreign Currency Translation

The functional currencies of all consolidated ézgiare CAD, with the exception of Posera Inc. and
certain of its subsidiaries, which have functionatrencies of the United States Dollar (“USD")
(Posera Inc. and Posera USA Inc.), the U.K. PotiddR") (Posera Europe Ltd.), the Euro (Posera
France SAS), and the Singapore dollar (“SGD") (Posgingapore). The Company translates the
assets and liabilities of consolidated entitieshwdiffering functional currencies to CAD at theeat

of exchange prevailing at the statement of findnaaition date and revenues and expenses of those
operations using the average rates of exchangegthie period. Gains and losses resulting from
this translation are recorded in accumulated otleenprehensive income(loss), a component of
shareholders’ equity.

Foreign Currency Transactions

Foreign currency transactions are translated imoftinctional currency using the exchange rates
prevailing at the dates of the transactions. Eoreixchange gains and losses resulting from the
settlement of foreign currency transactions andhftbe translation at exchange rates of monetary
assets and liabilities denominated in currenciderothan an entities’ functional currency are
recognized in the consolidated statements of opestexcept for gains and losses resulting from
intercompany balances included in the net investnerforeign operations, for which foreign
exchange gains and losses are recorded in acceuiwtiter comprehensive income(loss).

Segments

The Company has organized its business aroundretiffeoroducts and services. Each acquired
business is a separate operating segment. The @grtigen aggregates the operating segments into
reportable segments based on the similarities efptftoducts and services that are offered to its
customers, the types of customers that productsandces are provided to, and the methods used
to distribute products and provide services. Théfckecision maker of the company was
determined to be the Company’s Chief Executive deffi(the “CEO”), and as such the Company
determined its reportable segments based uponeiharts the chief decision maker utilized to
evaluate performance and allocate resources. Resdmm external customers are geographically
allocated to countries based upon the place whereustomers are located.



POSERA — HDX Ltd.

Notes to the Consolidated Financial Statements
December 31, 2014 and 2013

(in Canadian dollars, except as noted)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
Business Combinations

Business combinations have been accounted forciordance with IFRS 3, Business Combinations
(“IFRS 3"), whereby acquisitions of subsidiariesdabusinesses are accounted for using the
purchase method. The cost of the business combiméti measured as the aggregate of the fair
values (at the acquisition date) of assets givéhilities incurred or assumed, contingent

consideration and equity instruments issued byCiti@pany in exchange for control of the acquiree.
Acquisition related costs are expensed as incumeckpt for incremental costs of issuance of debt
or equity instruments. The acquired identifiablseds and liabilities are recognized at their fair

values at the acquisition date. Goodwill arisingaaquisition is recognized as an asset and initiall

measured at cost, being the excess of the costeobtisiness combination over the Company’s
interest in the net fair value of the identifiabkesets acquired and liabilities assumed.

If the Company’s interest in the net fair valuetbé acquired identifiable assets and liabilities
exceeds the cost of the business combination, xbesse is recognized immediately as a bargain
purchase gain in the consolidated statements ahtipes.

Subsequent to initial recognition, measurementoofingent consideration depends on whether it is
an equity instrument or a financial asset or lighilSubsequent changes in the fair value of the
contingent consideration that is deemed to be anfiral asset or liability is recognized in the

statement of operations as a gain or loss. Comingensideration that is classified as equity i no

re-measured, and its subsequent settlement is ratecbfor within equity.

Financial assets and liabilities

Financial assets and liabilities are recognizednithe Company becomes a party to the contractual
provisions of the instrument. Financial assets lemd classified into the following specified
categories: loans and receivables, and at faieviitough profit and loss.

Financial liabilities held are classified into tfedlowing specified categories: other liabilitieschat
fair value through profit and loss. The classificsatdepends on the nature and purpose of the
financial assets or liabilities and is determinetha time of initial recognition.

Accounts receivable, cash and cash equivalentsjranedtment credits receivable are classified as
loans and receivables. Loans and receivables #igdljnmeasured at fair-value, and subsequently at
amortized cost less any impairment. Interest inc@amecognized by applying the effective interest
rate, except for short-term receivables when thegsition of interest would be immaterial.



POSERA — HDX Ltd.

Notes to the Consolidated Financial Statements
December 31, 2014 and 2013

(in Canadian dollars, except as noted)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Accounts payable and accrued liabilities, bank liwel@ness, vehicle loans, royalty payable and
notes payable are all classified as other liabditiand initially measured at fair-value and
subsequently at amortized cost using the effedtiterest method. Interest expense is recognized by
applying the effective interest rate, except foorsterm payables when the recognition of interest
would be immaterial.

Financial assets are derecognized when the righeceive cash flows from the assets have expired
or have been transferred and the Company has eragdfsubstantially all risks and rewards of
ownership. Financial liabilities are derecognizedew the obligation specified in the contract is
discharged, cancelled or expires.

Financial assets - impairment

Financial assets are assessed for indicators diimpnt at each financial position reporting date.
Financial assets are impaired where there is dbgeevidence that, as a result of one or more svent
that occurred after the initial recognition of fireancial asset, the estimated future cash flowthef
asset have been impacted. Objective evidence @iimpnt could include:

« significant financial difficulty of the issuer aounterparty; or

« default or delinquency in interest or principayments; or

« it becoming probable that the borrower will erttankruptcy or financial re-organization.

The carrying amount of the financial asset is reduay the impairment loss directly for all finaricia
assets with the exception of accounts receivalierevthe carrying amount is reduced through the
use of an allowance account. When an accountsvedsieiis considered uncollectible, it is written
off against the allowance account. Subsequent ez@s/ of amounts previously written off are
credited against the allowance account. Changé®inarrying amount of the allowance account are
recognized in the consolidated statements of opasatlf, in a subsequent period, the amount of the
impairment loss decreases and the decrease catabedrobjectively to an event occurring after the
impairment was recognized, the previously recoghizmpairment loss is reversed in the
consolidated statements of operations to the exbentthe carrying amount of the asset at the date
the impairment is reversed does not exceed whatathertized cost would have been had the
impairment not been recognized.

Cash and cash equivalents

Cash and cash equivalents consist primarily of ageheccounts on deposit at financial institutions
and short-term liquid investments that are readhigvertible to known amounts of cash and subject
to insignificant risk of changes in value.

Inventory

Inventory consists of point-of-sale equipment fesale and service parts, which are required to
fulfill HDX's contractual obligations and have beealued at the lower of average cost and net
realizable value. Net realizable value is the egtét selling price in the ordinary course of bussne
less the estimated costs of completion and thenattd costs necessary to make the sale. Inventory
cost is substantially comprised of the costs paiourchase equipment.



POSERA — HDX Ltd.

Notes to the Consolidated Financial Statements
December 31, 2014 and 2013

(in Canadian dollars, except as noted)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Investment tax credits

Investment tax credits, are earned as a resulhafriing qualifying research and development
expenditures and are accounted for using the edstction method. Under this method, investment
tax credits are treated as a reduction of the @bte acquired assets or of the related expemses i
the period that the credits become available, tiemasonable assurance that the conditions for
their receipt will be complied with and that theugr will be received and it is probable that theély w
be realized.

Long-lived assets - property plant and equipment

Property, plant and equipment (“PP&E”") are carr@dcost, less accumulated depreciation and
accumulated impairment losses. The cost of an @ERP&E consists of the purchase price, and any
costs directly attributable to bringing the assetthe location and condition necessary for its
intended use.

Depreciation is provided at rates calculated totewdff the cost of PP&E, less their estimated
residual value, using the straight-line methodipiews:

Office furniture andixtures 5 year
Computer equipme 3 year.
POS & ATM Equipmer 3-5 year
Vehicles 5 year.
Leasehold improvemet Life of the leas

An item of PP&E is derecognized upon disposal oenvho future economic benefits are expected
to arise from the continued use of the asset on ulgposal. Any gain or loss arising on disposal of
the asset, determined as the difference betweemethdisposal proceeds and the carrying amount of
the asset, is recognized in the consolidated statenof operations.

Where an item of plant and equipment comprises me@jmponents with different useful lives, the
components are accounted for as separate itemkamtf gnd equipment. Expenditures incurred to
replace a component of an item of property, plantt @quipment that is accounted for separately,
including major inspection and overhaul expendiuaee capitalized. Repairs and maintenance costs
are charged to the statement of operations duhiagperiod in which they are incurred. Residual
values, method of amortization and useful livestaf assets are reviewed at least annually and
adjusted if appropriate.

Long-lived assets - Intangible assets

Intangible assets acquired individually, are itligiZzecognized and measured at fair value, and
subsequently at their initial fair-values, lesswmalated amortization and impairment. The fair
value of a group of intangible assets acquired lpusiness combination that meet the specified
criteria for recognition apart from goodwill, isl@dated to the individual assets acquired based on
their fair values at the time of acquisition. Wihantangible assets are acquired in a transadiin t
does not constitute a business combination, the athe group is allocated to the individual
identifiable assets and liabilities on the basithefr relative fair values at the date of purchase



POSERA — HDX Ltd.

Notes to the Consolidated Financial Statements
December 31, 2014 and 2013

(in Canadian dollars, except as noted)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible assets with finite useful lives are atzed on a straight-line basis over their usefugdi
The estimated useful lives of intangible assets aarfollows:

Technology Asse 5.5-10 year
Non-Competitior Agreement 1-2years
Revenue Sharing Agreem 3 year.
Trade Name 20 year
Customer Relationshi 7.5-10 year
Development Backic 0.5 year:
Computer softwal 3 year

The method of amortization and useful lives of Hesets are reviewed at least annually and
adjusted if appropriat

Long-lived assets - Goodwill

Goodwill is not amortized, but is instead tested ifopairment annually or more frequently, if
events or changes in circumstances indicate teaitbet might be impaired.

Cash-generating units (“CGUs")

For the purposes of measuring recoverable amoasgs}s are grouped at the lowest-level for which
there are largely independent cash inflows. Gobdadquired in a business combination is
allocated to each of the Company’'s CGUs, or; grafg8GUs, that is expected to benefit from the
synergies of the combination. Each of the CommaryGUs to which goodwill is allocated
represents the lowest level within the Company &iclwv goodwill is monitored for internal
management purposes; and is not larger than amatoppsegment. The Company has determined
that the CGUs of the Company are the POS CGU [stingi of QSR, SabrePoint and Biz-Pro;
A&A Point of Sales Solutions Inc.; Century Cash R&g Inc.; and Posera Inc. (and its
subsidiaries)]; Posera — HDX Scheduler Inc.]; HDay®ent Processing Inc.; Zomaron Inc.; and
Terminal Management Concepts Ltd.

Long-lived Assets — Impairment

At each financial reporting date, the carrying amtsuof the Company’s long-lived assets (or
CGUs) are reviewed to determine whether there ysimgication that those assets (or CGUs) are
impaired. If any such indication exists, the recgabée amount of the asset (or CGU) is estimated in
order to determine the extent of the impairmengniy. For long-lived assets (or CGUs) not subject
to amortization, the recoverable amount of thetgsseCGU) is estimated at least annually; or more
frequently if there are any indications of poteintmpairment. Indicators of potential impairment
may include, but are not necessarily limited toantitipated competition; loss of a significant
customer; significant deterioration of margin; ches in the regulatory or legal framework in which
the Company operates; or product discontinuance.



POSERA — HDX Ltd.

Notes to the Consolidated Financial Statements
December 31, 2014 and 2013

(in Canadian dollars, except as noted)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

The recoverable amount of an asset or CGU is tieehiof fair value less costs to sell and value in
use. Fair value is determined as the amount thaldvoe obtained from the sale of the asset (or
CGU) in an arm’s length transaction between knogéathle and willing parties. In assessing value
in use, the estimated future cash flows are digeolto their present value using a pre-tax discount
rate that reflects current market assessmentsedirtie value of money and the risks specific to the
asset (or CGU). If the recoverable amount of artagm CGU) is estimated to be less than its
carrying amount, the carrying amount of the asse€GU) is reduced to its recoverable amount and
the impairment loss is recognized in the Statem&in@perations for the period.

If a CGU is impaired, the impairment is allocatégtfto Goodwill, with the remainder allocated
rateably to the remaining long-lived assets basgdnuthe relative carrying-value§Vhere an
impairment loss subsequently reverses, the cargmmgunt of the asset (or CGU) is increased to the
revised estimate of its recoverable amount, buthsd the increased carrying amount does not
exceed the carrying amount that would have beeerm@ied had no impairment loss been
recognized for the asset (or CGU) in prior yeargodwill impairment losses are not subsequently
reversed. A reversal of an impairment loss is razegl immediately in the consolidated statements
of operations.

Lease inducements

Lease inducements represent funds provided byathedrd for property improvements and rent-
free periods, if any. Lease inducements are apgatton a straight-line basis over the term of the
leases and the amortization is recorded as a fieduntrent expense.

Deferred revenue

Deferred revenue is comprised primarily of feesihesd for warranty for hardware and software
and support for point-of-sale solutions in advaotproviding the services covered therein.

Convertible debentures

The Company classifies a financial instrument,tercomponent parts, on initial recognition as a
financial liability or an equity instrument in agdance with the contractual arrangement’s
substance. The Company bifurcated the convertieledture arising from the Posera acquisition,
into its two components, the; (a) Note payable #ral (b) Conversion option that represents a
derivative financial liability; whereas the Serie2014 Convertible Debentures were bifurcated into
(a) Note payable and the (b) Conversion optionearesl as equity. The Company allocated the total
face value of the convertible debenture on the daissuance by determining the fair value of the
note payable, with the residual being allocatetthéoconversion option.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Royalty payable

As part of the acquisition of the Hospitality Assef 2020 ITS Inc., through its subsidiary Posera —
HDX Scheduler Inc., the Company was obligated tpgaoyalty based upon certain future sales of
a technology purchased. The royalty payable watsallyi recognized at the present value of
estimated future royalties payable under the assethase agreement. The liability will attract
interest and will be adjusted in the future formdpes in the estimated total payout under the rpyalt
agreement. Both the interest accretion and thegdsin the estimate of the total obligation wél b
recognized as charges or credits to the consolidettgements of operations in the period in which
the amounts are incurred

Income taxes

Income tax comprises current and deferred tax.nectax is recognized in the statement of income
except to the extent that it relates to items reizegl directly in other comprehensive income or
directly in equity, in which case the income taxaiso recognized directly in other comprehensive
income or equity, respectively.

Current tax is the expected tax payable on thebtaxiacome for the year, using tax rates enacted or
substantively enacted, at the end of the reponiegod, and any adjustment to tax payable in
respect of previous years.

The Company follows the liability method of accduogt for income taxes. Under this method,
deferred income tax assets and liabilities areroéted based on differences between the financial
reporting and tax basis of assets and liabilitesvell as for the benefits of losses availabledo b
carried forward for tax purposes. Deferred taxna recognized if it arises from the initial
recognition of goodwill or the initial recognitiasf an asset or liability in a transaction othemtlza
business combination that, at the time of the &atien, affects neither accounting nor taxableiprof
or loss. Deferred income tax is provided on tempowdifferences arising on investments in
subsidiaries, except where the timing of the realeséthe temporary difference is controlled by the
Company and it is probable that the temporary difiee will not reverse in the foreseeable future.
Deferred tax assets and liabilities are measurad)ube substantively enacted tax rates and laws
that will be in effect when the differences areextpd to reverse. Deferred tax assets are recafynize
to the extent that it is probable that future tdeaprofit will be available against which the
deductible temporary differences can be utilized.

Financing - Transaction Costs

Incremental costs incurred in respect of raisingtahor debt are charged against the equity ot deb
proceeds raised, unless the instrument to whichrémsaction costs relate is classified as faioeal
through profit and loss in which case the increrakebsts are expensed in the Statements of
Operations immediately.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
Equity - Share-based payments

The Company’s stock-based compensation plan igilegcin Note 18(b). The share option plan
allows Company employees and directors to acquieres of the Company. The fair value of
options granted is recognized as an employee egpeitls a corresponding increase in equity. The
fair value is measured at grant date and eachheaiscrecognized on a straight line basis over the
period during which the options vest. The fair eahf the options granted is measured using the
Black-Scholes option pricing model taking into azgbthe terms and conditions upon which the
options were granted, the estimated volatilityjnested risk-free rate and estimated forfeitures. At
each financial position reporting date, the amaanbgnized as an expense is adjusted to reflect the
actual number of share options that are expectagsb Where the Company issues share-based
payments to non-employees for services or asdesCompany measures the goods or services
received, and the corresponding increase in eqiliityctly, at the fair-value of the goods or seggic
received, unless the fair value of the goods oviees received cannot be estimated reliably, in
which case the Company measures the goods or semgceived indirectly by reference to the fair
value of the equity instruments granted.

Equity — Warrants

The Company accounts for warrants by measurindaihe’alue of the warrant at the date on which
the respective warrant is issued. When warrantsissged in conjunction with shares of the
Company, the cash proceeds received, net of céstingf costs, are prorated between share capital
and warrants based on the relative fair value ohe#@he fair value of the warrants is determined
using the Black-Scholes option-pricing model. Whearrants are exercised, cash received upon
exercise and the amounts previously credited toamss are reversed and credited to share capital.

Revenue recognition

Revenue is measured at the fair value of the cereidn received or receivable for the gross inflow
of economic benefits during the period, arisinghia ordinary course of the Company’s activities.
The Company offers certain arrangements wherehystomer can purchase products and services
together. Where such multiple element arrangemexitt, the amount of revenue is allocated to
each element based upon the relative fair valugbefvarious elements. The fair values of each
element are determined based on the current mariketof each of the elements sold separately.

The Company derives revenues from the following cest

a)Revenue from POS systems, digital video recordiiVR”) systems and POS parts and
consumables is recognized when the Company hasfeéragd to the customer the significant
risks and rewards of ownership, the Company doek retain continuing managerial
involvement with or effective control of the goodee amount of revenue can be measured
reliably, it is probable the economic benefits agsted with the sale will flow to the Company
and the costs incurred or to be incurred in respethe transaction can be measured reliably.
These conditions are generally met when the prddasteen installed. POS and DVR systems
generally include a one year support contract. Tmmpany allocates revenue to each
component of the transaction using the relative falue of each separately identifiable
component. The Company defers the fair value obthpport services under the agreement, as
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

deferred revenue at the time of sale. Revenue ®mupport services is then recognized in line
with the customer support contract policy below.

b) Revenue from customer support contracts is defaretdrecognized as revenue on a straight-
line basis over the term of the contract.

c) Software development and hosting service revenaeaecounted for as services. Revenue is
recognized when the amount of revenue can be nexhgediably, it is probable that the
economic benefits associated with the transactidirflaxw to the entity, the stage of completion
of the transaction at the end of the reportingqeeican be measured reliably and the costs
incurred for the transaction and the costs to cetephe transaction can be measured reliably.
Generally, unless a more accurate measure of #ye sif completion is available, Software
development and hosting service revenue is recedron a straight-line basis over the term of
the contract.

d) Services revenue relates to the delivery of comguland system integration services with
revenue recognized upon delivery and acceptantieebgustomer.

e) Software perpetual licenses are accounted for ks s# products as the customer has a
perpetual right to use the software freely and @menpany has no remaining obligations to
perform after delivery of the software. The reveffitom these products is recognized when the
Company has transferred to the customer the sigmifirisks and rewards of ownership of the
software, the Company does not retain continuingnagarial involvement with or effective
control over the software, the amount of revenue lma measured reliably, it is probable the
economic benefits associated with the sale willkfto the Company and the costs incurred or to
be incurred in respect of the transaction can basored reliably. These conditions generally
are met when the application software has beereadeli.

f) Revenue from processing transactions is recograzatie time the transactions are processed
(See Revenue Recognition - Gross Payment Procdssaggbelow for more information).

The Company has presented the revenues segmeliedrs Revenues and Payment Processing
Revenues. POS Revenues are those revenues eamedilprfrom the sale and service of POS
terminal hardware and software, and Payment Primgebtardware, such as Debit/Credit Card pin-
pads and ATMS; whereas Payment Processing Revanedhose revenues earned from primarily
the associated payment processing transactions.

Revenue Recognition - Gross Payment Processing Fees

The Company has disclosed Gross Payment ProceBsieg related to its Payment Processing

Revenues. Gross Payment Processing Fees repriesetdal amount of Payment Processing Fees
underlying the processing of debit and credit gaagiments transactions. The transaction fees are
paid by merchants to a third party processor, ilen remits a residual to the Company based upon
certain metrics. The Company does not have a diedationship with the merchant to process the

transactions, and is not the primary obligatorhef payment processing transaction. As a result, the
Company records the residual received as revenlikough the Company records the residual

received as revenue, the Company has disclose@rthes Payment Processing Fees underlying the
transactions, as it may be relevant informatiorbéochmark the Company against others in the
payment processing industry who may have dissimilantractual arrangements between the

merchants and payment processors.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
Cost of sales

Cost of sales includes the cost of inventory widizin the period, depreciation, amortization,
impairments, salaries, and other expenditures, wthiectly relate to the revenue recognized.

Loss per share

The Company presents basic and diluted earnings)(lper share data for its Common Shares,
calculated by dividing the net loss of the Compagythe weighted average number of Common
Shares outstanding during the period. Diluted egsvi(loss) per share is determined by adjusting
the net profit or loss and the weighted average bminof Common Shares outstanding for the
effects of all dilutive potential Common Shares.

Critical accounting judgments

The following are the significant accounting judgreethat were made in the preparation of the
financial statements.

a. Cash-generating units (“CGU"s)

In testing for impairment of certain assets thaidb have independent cash inflows, the
Company is required to group non-goodwill long-tivassets into CGUs which is the
lowest level of assets that produce cash inflowhvhre independent of other assets.

Goodwill is allocated to each CGU, or groups of GGthat is expected to benefit from the
synergies of the combination. Each unit or grofipirdts to which goodwill is allocated
represents the lowest level within the entity aticlvhgoodwill is monitored for internal
management purposes and is not larger than antimgesagment.

b. Functional currency of consolidated entities.

Under IFRS, each consolidated entity must deterrtgewn functional currency, which
becomes the currency that entity measures its tsesuld financial position in. In
determining the functional currencies of consokdaentities, the Company considered
many factors, including the currency that mainlfiuences sales prices for goods and
services, the currency of the country whose cortipetforces and regulations mainly
determine the sales prices, and the currency tllyninfluences labour material and
other costs for each consolidated entity.

Critical accounting estimates

Preparation of consolidated financial statementsoimformity with IFRS requires management to
make estimates and assumptions that affect thacapph of accounting policies. Additionally,
these estimates and assumptions affect the repamednts of assets and liabilities and disclosure
of contingent assets and liabilities at the datteffinancial statements and the reported amaifnts
revenues and expenses during the reporting pedatual results may differ from these estimates.
The following are the estimates that are subjesidnificant estimate and have a significant rifk o
causing a material adjustment to the carrying ansoohassets and liabilities:
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

a.

Intangible asset — December 31, 2014 - $3,658,D&&émber 31, 2013 - $3,825,790) and
Goodwill — December 31, 2014 - $7,422,911 (Decen8fer2013 - $6,600,883), and
related Goodwill and Intangible assets impairmefus the years ended December 31,
2014 - $Nil and $Nil respectively (December 31, 201 $76,334 and $162,278
respectively)

» Critical estimates relate to the valuation mtBihgible assets and goodwill acquired in
business combinations and the potential or actophirment of intangible assets and
goodwill as part of the CGU impairment testing. $e¢ailed disclosure surrounding
acquisitions in Note 3, and sensitivities on impent estimates in Notes 9 and 10.

Valuation of shares issued in business combinatieri3ecember 31, 2014 - $330,734

(December 31, 2013 - $840,000)

e Certain Common Shares issued in business-ceuids as disclosed in Note 3 had 2-
year hold-periods and were not freely tradable, ctvhiequired the Company to
estimate the fair-value on the date of acquisitibhe Company utilized the market
price of a freely tradable share on the date ofusitipn, and applied a discount of
30% (2013 — 30%) to estimate the fair-value ofGloenmon Shares with a 2-year hold-
period.A 5 percentage point decrease in the discounteghpibuld increase equity and
goodwill values by $25,000 (2013 - $60,000).

Useful life and amortization of intangible assets

* See detailed disclosure of intangible assefubi$ieges in Note 2 above. A decrease of
the average useful lives of intangible assets lgdr, would increase amortization by
$150,000 (2013 - $210,000)

Investment Tax Credits Receivable — non-refundablBecember 31, 2014 - $1,056,042

(December 31, 2013 - $1,217,686) and related imvest tax (expense)recovery for the

years ended December 31, 2014 — $(214,362) (Deae3itb@013 - $327,757)

* Management estimates that the non-refundalestment Tax Credits receivable will
be recoverable before expiry. See detailed disobosurrounding the expiry dates for
non-refundable Investment Tax Credits Receivabl®date 6. An annualized 2.50%
decrease in the forecasted taxable income of thity emith the Non-Refundable
Investment Tax Credits Receivable would not caused the tax credits to expire
before use.

Provision for income tax and information return péies — December 31, 2014 - $207,224

(December 31, 2013 - $210,00) and related experaditfor the years ended December 31,

2014 - $Nil (December 31, 2013 - $Nil)

*  See detailed disclosure surrounding the praviat Note 13.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
IFRS standards issued but not yet effective

Standards issued but not yet effective or amengetbuthe date of issuance of the Company’s
consolidated financial statements are listed belblis listing is of standards and interpretations
issued, which the Company reasonably expects tipphkcable at a future date. The Company has
not determined if they will early adopt any stamt$aat this time.

i) In November 2009, the IASB issued IFRS 9 as glits plan to replace IAS 39, Financial
Instruments: Recognition and Measurement (IAS 39RS 9 requires financial assets,
including hybrid contracts, to be measured at eithie value or amortized cost. In October
2010, the IASB added to IFRS 9 the requirementsclassification and measurement of
financial liabilities previously included in IAS 3th November 2013, the IASB introduced
a new hedge accounting model, and allowed earlptamoof the own credit provisions of
IFRS 9. The final version of IFRS 9 was issued uity 2014 and includes (a) a third
measurement category for financial assets — fairevinrough other comprehensive income;
(i) a single, forward-looking ‘expected loss’ inippent model, and (iii) a mandatory
effective date for IFRS 9 of the first interim pmtiwithin the year beginning on or after
January 1, 2018. The Company is evaluating the étnpleadopting this new standard.

i) IFRS 15 Revenue from contracts with customrisra,new standard on revenue recognition,
superseding IAS 18,Revenuge and IAS 11, Construction Contracts and related
interpretations. Effective for the first interimrds within years beginning on/after January
1, 2017. The Company is evaluating the impact opéidg this new standard.

Changes in Accounting Policy

The Company has adopted the following new and eevitandards, along with any consequential
amendments, effective January 1, 2014. These chamge made in accordance with the applicable
provisions to the respective standards.

i) IFRIC 21 Accounting for Levies Imposed by Governtsean interpretation was issued which
clarifies that the obligating event giving rise doliability to pay a levy is the activity
described in the relevant legislation that triggehies payment of the levy. The adoption of
this interpretation did not result in any changethe Company’'s accounting policies or
financial statements.
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3. ACQUISITIONS AND DIVESTITURES
(a) During the year ended December 31, 2014

On December 31, 2014 Posera-HDX Ltd. completedattwuisition of all the issued and outstanding

shares of TMC. The purchase price was comprisedrmfn-interest bearing notes payable (Note 15) and
Common Shares of Posera-HDX Ltd. having a holdeggethat the shares are not freely tradable until
December 31, 2016 (Note 18). The acquisition prwithe Company with technology to facilitate the

integration of multiple payment processing proveder many POS solutions, and an established custome
base.

Since the acquisition of TMC was completed on Ddwem81, 2014, there are no results of operations
from TMC included in these consolidated financtatements.

The acquisition of TMC is accounted for using tleguasition method whereby HDX is identified as the
acquirer. The net assets acquired of TMC were pifiynattributed to intangible assets and goodwill
(Notes 9 and 10). Goodwill represents the excessirgy capacity as a result of synergistic revenue
opportunities, future growth, pre-assembled woitdoand cost reductions. The consideration hatoyet
be finalized at the time of filing these financ&htements as the final adjustments for closing hyat to

be negotiated and agreed upon by the partiesatiarlto the working capital requirement as parthef
share purchase agreement.

The presentation of the TMC business acquisitioprvisional as the Company expects a potential
future adjustment to consideration, goodwill andkirrg capital.
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4.

CASH AND CASH EQUIVALENTS

Cash and Cash equivalents is comprised of thevioilp
December 31 December 31

2014 2013
Demand accour $ 1,442,68 $ 2,954,11
Total $ 1,442,686 $ 2,954,115

LEASE RECEIVABLE

During the year ending December 31, 2014, the Campzacognized finance income of $4,838
(2013 - $5,256) in the consolidated financial estants. The Company’s net lease receivable
includes the following;

December 31 December 31

2014 2013
Total minimum lease payments receiv: $ 60,80: $ 57,43
Unearned finance incor (7,710 (9,852
Total lease receivabl $ 53,09: $ 47,58
Shor-term portiol 20,57¢ 10,667
Long-term portion $ 32,51 $ 36,91
Future minimum lease payments receivable undesdles leases are as follows;
December 31, 2(4 December 31, 2(3
201¢ $ - $ 15,47
201¢ 26,42 15,47:
2016 20,42 15,47:
2017 9,34: 6,452
2018 2,071 4,567
201¢ 2,52¢

Total $ 60,802 $ 57,435
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6.

INVESTMENT CREDITS AND INVESTMENT TAX CREDITS RE CEIVABLE

Investment tax credits related to Scientific Redeaand Experimental Design and investment

credits related to Electronic Business, were resiid the consolidated statements of operations as
a reduction in technology expenses in the amouf6#,873 during the year ended December 31,
2014 (2013 - $799,329). As of December 31, 20ldulasidiary of the Company has refundable

investment tax credits receivable totaling $771,{B2cember 31, 2013 - $775,447), and non-

refundable investment credits receivable totaliig0$6,042 (December 31, 2013 - $1,217,686)

which expire according to the schedule below:

December 31, 2(4 December 31, 2(3
202¢ 212,84¢ 160,02¢
203( 161,19¢ 161,19t
2031 288,10: 288,13
2032 327,73t 327,73t
203: 31,28 280,62:
203¢ 34,87" -
Total $ 1,056,042 $ 1,217,686

In order to receive the investment credits and stment tax credits receivable the Company must
file its tax returns no later than 18 months atfter period to which the claim relates.

INVENTORY

December 31 December 31
2014 2013
Inventory held for resa $ 582,62 $ 542,71
Inventory held as service stc 307,79t 271,02¢
Total $ €90,41¢ $ 813,746

For the year ending December 31, 2014, the Compapgnsed $4,146,595 (2013 - $4,717,182)
related to inventory consumed. Throughout theafigeriod, the Company assesses the carrying
amount of inventory on hand and determines if amemtory needs to be written-down to net
realizable value. For the year ending December2814 the Company wrote refurbished service
stock down by $5,399 (2013 - $nil). As at DecemBgr 2014 the total inventory balance was
$890,416 (2013 - $813,746). Additionally, as ac&uaber 31, 2014 $nil (December 31, 2013 -
$33,296) of inventory is secured to certain bamebtedness. This bank indebtedness has a balance
outstanding of $nil as at December 31, 2014 (2083 928).
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8. PROPERTY PLANT AND EQUIPMENT (“PP&E")

Accumulate
amortizatioranc Net bool
Cos impairmen value
December 31, 24
Office furniture an fixtures $ 116,25( $ 88,29¢ $ 77,95¢
Computer equipme 473,02t 431,62t 41,40(
POS & ATM equipmer 12,57¢ 4,361 8,217
Vehicles 395,117 200,82: 194,29!
Leesehold improvemer 53721 42 ,33: 11,38¢
Total $ 1,050,691 $ 767,434 $ 283,257
December 31, 2(3
Office furniture an fixtures $ 97,27 $ 76,15 $ 21,12
Computer equipme 444,71 408,49¢ 36,21:
POS & ATM equipmer 9,945 2,21 7,732
Vehicles 379,29: 174,71 204,57¢
Leasehold improvemer 53,11! 32,44¢ 20,66¢
Total $ 984,339 $ 694,027 $ 290,312
The following is a reconciliation of the net boakive for PP&E:
Accumulate:
amortization and Net book
Cost impairment value
Balance - December 31, 2012 $ 718,213 $ 553,661 $ 164,552
Acquisition of PP&t 59,30¢ - 59,30¢
Amortization of PP&l - 111,09 (111,097
Impairment of PP&E (Note 1 - 12,73¢ (12,734
Acquisition of Zomaron (Not3) 187,98: - 187,98:
Translation adjustme 18,83¢ 16,53¢ 2,30¢
Balance - December 31, 2013 $ 984,339 $ 694,027 $ 290,312
Acquisition of PP&t 80,92« - 80,92
Disposition of PP&lI (29,745 (24,792 (4,953
Amortization of PP&I - 9221¢ (92,219
Acquisition of TMC (Note 3 2,74: - 2,74:
Translation adjustme 12,43( 5,98¢ 6,44¢
Balance - December 31, 2014 $ 1,050,691 $ 767,434 $ 283,257
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9. INTANGIBLE ASSETS

Accumulate:
amortization and Net book

Cost impairment value

December 31, 2014
Technology assets $ 4,751,467 $ 3,974,004 $ 777,463
Trade name 934,496 351,174 583,322
Customer relationships 7,043,463 4,844,995 2,198,468
Non-compete agreements 275,407 233,157 42,250
Revenue sharing agreement 743,666 743,666 -
Development backlog 50,000 - 50,000
Computer software 411,573 404,900 6,673
Total $ 14,210,072 $ 10,551,896 $ 3,658,176

December 31, 2(3
Technology assets $ 4,254,269 $ 3,476,92: $ 777,346
Trade name 910,430 307,537 602,893
Customer relationships 6,566,991 4,215,924 2,351,067
Non-compete agreements 275,407 188,157 87,250
Revenue sharing agreement 743,666 743,666 -
Computer software 407,313 400,079 7,234
Total $ 13,158,076 $ 9,332,286 $ 3,825,790

The following is a reconciliation of the net boaddwe for Intangible Assets:

Accumulate:
amortization and

Cost impairment Net book value

Balance- December 31, 201 $ 12,435,65 $ 7,734,35 $ 4,701,30

Amortization - 1,302,36 (1,302,736

Impairment (Note 10 - 168,27¢ (168,278

Acquisition of Zomaron (Note 405,00( - 405,00(

Acquisitior 29,73( - 29,73(

Translation adjustme 287,69! 126,92: 160,77:

Balance- December 31, 201 $ 13,158,07 $ 9,332,28 $ 3,825,79

Amortization - 1,042,71: (1,042,719

Acquisition of TMC (Note 3 728,00( - 728,00(

Acquisitior 44 18¢ - 44,18¢

Translation adjustme 279,80¢ 176,89¢ 102,91(
Balance - December 31, 2014 $ 14,210,072 $ 10,551,896 $ 3,658,176
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10. GOODWILL

Goodwill by reportable segment and C

Net Book Valui Impairment
Before Impairment Loss Net Book Value
December 31, 2(4
POS Segment
POS CGL 4,698,45. $ - 4,698,45:
TMC 562,64t 562,64t
Sub-total $ 526,09 $ - $ 5,261,09
Payment Processing Segment
Zomarot 2,161,81. - 2,161,81.
Sub-total 2,161,813 - 2,161,813
Total $ 7,422,911  $ - $ 7,422,911
December 31, 20:
POS Segment and CGU $ 4,439,070 - $ 4,439,070
Payment Processing Segment
HDX Payment Processi 76,33¢ 76,33¢ -
Zomarot 2,161,81. - 2,161,81.
Sub-total 2,238,14 76,33¢ 2,161,81.
Total $ 6,677,21 $ 76,33 $ 6,600,88
Reconciliation of Goodwi
Net Book
Value
Balance — December 31, 2012 $ 4,330,746
Acquisition of Zomaron (Note 2,161,811
Goodwill impairment (i (76,334
Translation adjustme 184,65(
Balance— December 31, 201 $ 6,600,883
Acquisition of TMC (Note 3 562,64t
Translation adjustme 259,38
Balance — December 31, 2014 $ 7,422,911
0] During the year ended December 31, 2013, tmpgany assessed an impairment of

$262,275 related to the goodwill, intangible assetd property, plant and equipment
allocated to the HDX Payment Processing CGU inRhgment Processing Segment,
because of the deterioration in the higher of #leerin-use and fair-value less costs to
sell. The impairments recorded reflect fair-valassl costs to sell as it was higher than
the value-in-use. This was primarily the resulttioé decision to outsource certain
activities to which the assets relate, and a dowdwavision in the Years 1 — 5
earnings growth rate. The recoverable amount ef GiG&U was determined to be
$8,170. The key assumptions utilized to calculatehigher of value-in-use and fair-
value less costs to sell are detailed below. Thigirment is included in the operating
expenditures in the consolidated statements ofatipes.
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10.

GOODWILL (continued)

The following key assumptions were used in cal@ugpthe higher of value-in-use and fair-value
less costs to sell by CGU as at December 31, 2b&4jate of the Company’s impairment testing:

POS CGU Zomaron TMC
Years 1- 5 earnings
average growth rate (i) 14% N/A 170%
Terminal earnings growl
rate (ii) 1% N/A 2%
After-tax discount rate (i) 14% N/A 13%
Residual multiple (iv) N/A 30 months N/A
® Earnings growth was projected based on pgstrasnce, actual operating results, and
a market participant’s expected view of the 5 feegcasts of the CGUs.
(i) Earnings were extrapolated further using astamt growth rate, which does not exceed

the long-term average growth rate for the industry.

(i) The discount rate was estimated based uparsindaverage after-tax weighted cost of
capital, adjusted for the specific risks of the CGU

(iv) Residual multiple was estimated based uporassessment of marketability and
condition of the residuals.

For the Zomaron CGU, the higher of value-in-usd fair-value less costs to sell exceeded the
carrying value by $365,000. See below for the testilimpairment by CGU, if any, as a result of
the specified change to the key assumptions aliisglation.

Change POSCGU Zomaron TMC

Reduction of 2.5% (i) $nil N/A $5,00(
Reduction of 1% (ii) $nil N/A $100,00t
Increase of 1% (iii) $nil N/A $250,00t

Decrease of 25% (iv) N/A $370,000 N/A
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11.

12.

BANK INDEBTEDNESS

As at December 31, 2014, the Company through hisidiary Posera Software, has a revolving line
of credit of $207,103 (2013 - $204,173), of an e $500,000 (2013 - $500,000). The available
credit facilities relate to $200,000 (2013 - $2@@Pas an operating line of credit and $300,000
(2013 - $300,000) to finance investment tax creditsese facilities bear interest at the Canadian
bank prime rate plus 2.50%, with an effective iag¢rate of 5.50% (2013 — 5.50%). Any amounts
borrowed in relation to the investment tax credits payable in full upon receipt of the investment
tax credit receivables and are secured by a flgdim on current and future investment tax credit
receivables with a current carrying value of $782,72013 - $775,447). Additionally, the facilities
have a first ranking $1,000,000 (2013 - $1,000,00@Ving hypothec on the assets of Posera
Software. This facility has been guaranteed upQ &y Investissement Quebec for the portions
borrowed pertaining to the investment tax creditesera Software must meet certain non-IFRS
measures including Working Capital, EBITDA, Net gdle Worth and Debt ratios. As at
December 31, 2014 the Company is in full complianith these covenants.

As at December 31, 2013, the Company through hsidiary Posera Europe, had a revolving line

of credit of $2,928, with interest at 9.13% over Bank of England base rate. The effective interes
rate was 9.63% for the year ended December 31,. 203revolving line of credit was secured by a

floating lien on assets, with a carrying value @03$,489 as at December 31, 2013. Under the
current terms of this line of credit there are estrictive covenants.

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

December 31, 24 December 31, 2(3

Trade payables (Note ] $ 1,559,72( $ 1583,97.
Accrued charge 1,482,38. 1,193,57

Total accounts payable and accrued liabilitie $ 3,042,10 $ 2,i77,54:
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13. PROVISIONS

Provision for income te
and information return

penalties
Balance- January 1, 2023 and December 31, 201(i) $ 210,000
Paymer (34,549
Translatiol 31,77
Balance — December 31, 2014 $ 207,224

® During the year-ended December 31, 2012, thag@any became aware that certain
income tax and information returns were past-dugickvmay be subject to certain
penalties provided by legislation, the amount amdng of which is not certain. The

Company has filed a formal request for abatemeotyelver, the outcome of that
request is not certain.

14. ROYALTY PAYABLE

As part of an acquisition of certain assets of 20R®olutions Inc. during 2011, the Company

agreed to pay a royalty based on future sales tecnstomers as of the date of acquisition, of a
certain technology acquired, which was determirmmelle part of the purchase price. The fair-value
of the royalty payable was estimated on the dasqfiisition to be $471,309. The fair-value of the
royalty payable was determined utilizing a discorate of 11.00%, and was accreted for interest
utilizing the effective interest rate method, reeldidor payments, and adjusted for changes in
estimates. For the year ending December 31, 20142813 - $8,182) in accretion interest expense
and a revaluation loss of $nil (2013 — 98,786) wesorded in the consolidated statements of
operations, due to a revision in the estimated-flasis subject to royalty. During the year-ended

December 31, 2013, the Company entered into ancagnet to make a one-time payment of
$229,140 to terminate the Royalty Payable.

A reconciliation of the Royalty Payable is asdalk:
Carrying valu

Balance — January 1, 2013 $ 122,172
Interest accretic 8,18:
Revaluation los 98,78t
Royalty paymen (229,140

Balance— December 31, 201 and December 31, 201 $ Ni
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15. NOTES PAYABLE

Carrying Value
December December
# Details 31, 2014 31, 2013

Loan from prior Posera shareholders, with a nonamal effective interest ra
of 5.00%, with monthly installments of USD $33,68%luding interest, 277,193 242,034
1 commencing June 1, 2015, and is unsecured.

Convertible debenture with a nominal interest @fte3.95% and an effecti
interest rate of 9.50%, due in November, 2016, witbnthly installments of
USD $33,633 including interest, with a pause inrpegts from June 1, 2015
until January 30, 2016. The debenture was converiitto Class A Common
Shares until May 5, 2012 at $0.645 per Common SHdre conversion option
expired unexercised. The convertible debentureeured with the Posera 497,709 847,826
assets source code, all recodes, accounts, modgyraceeds derived from the
source code and any part thereof; which, as at iDeee 31, 2014 have a
carrying value of $286,222 (2013 - $577,535). Dgrithe year-ended
December 31, 2014, the principal amount was redixge8292,947 (2013 -
2 $nil) as a result of certain indemnity agreements.

Term Promissory Note with a nominal interest reté@25% and an effectiv
interest rate of 20.83%, which is unsecured. Thecjgal of $1,500,000 and - 1,485,000
3 interest is repayable on maturity, being Januarn2p44.

Series | 2014 Unsecured Convertible SubordinatdukBiire, with a principa
amount of $1,500,000, issued with a discount of0$130, with a nominal
interest rate of 10.25%, and an effective interatst of 20.77%, due on January 1,239,298 -
15, 2017, and convertible at $0.45 until January 216 and $0.60 until
4 January 15, 2017 [Note 18(c)].

Term Promissory Note from prior TMC shareholderghva nominal interes
rate of 0.00%, and an effective interest rate &0%. The principal of
$750,000 is repayable in three monthly instalmeft$250,000 commencing

January 31, 2015. The Company and prior TMC shédelmhave agreed that 737,005 i
the Company may optionally defer payment of the timigninstalments, until
5 the Company completes an equity fundraising.
Total Notes Payabl 2,751,208 2,574,86
Current portin of the Notes Payat 1,165,96° 2,178,16:
Long-term portion of the Notes Payabl $1,585,231 $ 396,69
Fair Value
# December 31, 2014 December 31, 2013
1 273,09. 226,81
2 497,47 869,94¢
3 - 1,505,40.
4 1,499,87: )
5 737,00« -

Total $ 3,007,44 $ 2,602,16
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15. NOTES PAYABLE ¢ontinued)

Principal and interest payments required in thd fie& years and thereafter are as follows:

December 31, 2014

December 31, 2013

201¢ - 2,268,90!
201¢ 1,371,99 429,26
201¢€ 521,66: 13,41:
2017 1,£19,01: -
2018 and thereatft - -
Sub-total 3,412,669 2,711,581
Less: Interest (661,464) (136,721)
Total $ 2,751,205 $ 2,574,860

For the year ending December 31, 2014, interestresgof $331,508 (2013 - $164,272) was
recorded in the consolidated statements of operatiorelation to notes payable.

VEHICLE LOANS AND CAPITAL LEASES

HDX uses vehicles in order to perform aspectsobitsiness. Commitments for future payments
of principle and interest on vehicle loans and tefeases are as follows:

Yeal December 31, 24 December 31, 2(3
201¢ $ - 65,084
2015 68,32¢ 64,01¢
2016 53,55! 46,536
2017 78,41 71,397
201¢ 9,367 2,34¢

2019 and thereaft 4,67¢ -
214,33( 249,38:

Less: Intere: (19,230 (32,236
$ 195,100 $ 217,145

Shor-Term Portiol 58,201 51,321
Lona-Term Portion $ 136,899 $ 165,824

The Company makes monthly loan and capital leagmeats of $5,558 (2013 - $4,954), which
includes interest payments. The security providedHe loans and capital leases is the acquired
vehicle related to that specific loan. Interestemge of $13,873 (2013 - $1,812) related to vehicle
loans and capital leases was recorded in the ddased statements of operations.
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17. INCOME TAXES
Certain investment tax credits were netted agdhestexpenses which were incurred to earn the
credits, see Note 6. Deferred income tax assetseamded to the extent it is probable that the
Company will be able to recover such deferred inedax assets.

Deferred tax items recognized in net income wesgiduted as follows:

December 31 December 31

2014 2013
Deferred tax recovery originated in current $ (143,45) $ (368,792
Recognition of previously unrecognized deferreckt (76,210 (32,400
Total $ (219,667 $ (401,192

A reconciliation of the deferred income tax liatids and assets is as follows:
Tax losses &

SRED Investment tax  Intangible Convertible
expenditure credits assets Debenture Other Total

Balance — January 1, 2013 $ 632,156 $ (663,000) $ (937,000) $ (37,000) 505000 $ (954,844)

Deferred income tax recovery

(expense) 42,982 8,000 330,529 29,000 (9,319) 401,192

Acquisitions (Note 3) - - (107,000) - 6,319 (208

Exchange differences 16,510 - (57,529) - - (41,019)
Balance — December 31, 2013 $ 691,648 $ (655,000) (#&'1,000) $ (8,000) $ 47,000 $ (695,352)

Deferred income tax recovery

(expense) (107,053) 105,000 260,716 (40,000) 00at, 219,663

Acquisitions (Note 3) 127,790 - (192,000) - ,(10D) (76,210)

Exchange differences 5,900 - (28,716) - - (28)8
Balance — December 31, 2014 $ 718,285 $ (550,000) (738,000) $ (48,000) $ 36,000 $ (574,715)

A reconciliation of deferred tax liabilities andsats to the statement of financial position is as

follows:
Decembe Decembe
31, 2014 31, 2013
Deferred income tax liabilities to be settled aftex next fiscal yei  $ (650,929 $ (740,274
Deferred income tax assets to be settled aftendRefiscal yee 76,21( 44,92:

Total $ (574,715) $ (695,352)
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17. INCOME TAXES (continued)

A reconciliation between the Company’s statutorg affective tax rate for the year ended December 31
is as follows:

2014 2013

Tax recovery at statutory rate of pa 26.50 ¥ 26.50 ¥
Effect of foreign ojeration: (1.26) 11.1]
Weighted average statutory tax rate 25.24 37.61
Permanent differenc (3.37 (30.70
Effect on deferred tax expense from changes imatet 0.0¢ -
Filing adjustment 5.12 5.12
Current year losses and deductible temporifferences fol
which no deferred tax asset was recognized (10.36) (35.80)
Recognition of previously unrecognized deferredasset 3.25 3.81
Othel 0.6C 3.3¢

20.57 % (16.63) %

The weighted average statutory tax rate was 25.240%3 — 37.61%), which varied largely as a resfilt o
a higher proportion of the loss being earned iisglictions with lower marginal rates compared te th
prior year.

Non-capital losses

No deferred tax has been recorded in respect wsiments in foreign subsidiaries, as there are no
anticipated distributions or transactions in theeseeable future. The company has not recognized
the deferred tax asset relating to a $557,513 (2@536,469) intangible asset deductible temporary
difference. In addition, the Company has non capitsses available for carry-forward to reduce
future years’ income for tax purposes, which, iised, will expire as follows in the respective

jurisdictions:
December 31, 2(4

Canade United State United Kingdon Singapor
202¢ $ 8,0C $ - $ - $ -
202¢ 42,00( - - -
203( 31,00( - - -
2031 1,00( - - -
203z 398,00( 226,00( - -
203¢ 674,00( 11,00( - -
203¢ 1,349,00! - - -

$ 2,503,000 $ 237,000 $ - $ -
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17. INCOME TAXES (continued)

December 31, 23

Canads United State ~ United Kingdon Singapor.
201¢ $ 2,0C $ - $ - $ -
202¢ 9,00( - - -
202¢ 8,00( - - -
203( 8,00( - - -
2031 1,00( - - -
203z 402,00( 459,00( - -
203¢ 449,00( 11,00( -

Indefinite - - - 118,00(
$ 879,000 $ 470,000 $ - $ 118,000

18. SHARE CAPITAL
(a) Authorized and issued
Authorized

An unlimited number of Class A voting common shaf&ommon Shares”), with no par
value.

An unlimited number of Class B non-voting commorargls (“Class B") — non-voting
convertible into Class A voting Common Shares at dption of the holder, on a share for
share basis, with no par value. As at Decembe@14 and December 31, 2013 there are nil
Class B issued or outstanding.

Number of
Common
Common Shares Issued Shares $
Balance - January 1, 2013 48,434,422 50,790,093
Cancellation of common shares 0] (250,000) (262,159)
Non-cash issuance upon acquisition (Note 3) (i) 4,000,000 840,000
Issued for cash consideration (i) 7,158,665 2,147,200
Issuance costs (i) - (195,991)
Balance - December 31, 2013 59,343,087 53,319,143
Non-cash issuance upon acquisition (Note3) (iv) 42,818 330,734
Issuance costs (iv) - (6,815)
Exercise of stock compensation (v) 31,000 13,020

Balance — December 31, 2014 61,521,705 53,656,082
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18.

SHARE CAPITAL (continued)

0] On August 15, 2013, the Company purchased amtelled 250,000 shares for
$37,500 or $0.15 per Common Share.

(i) As disclosed in Note 3, on December 9, 20E3Gbmpany completed the acquisition
of Zomaron. As part of the purchase price, the Camgpcompleted a non-cash
issuance of 4,000,000 Common Shares, which aredutsj a 24-month hold period.
The fair-value of the Common Shares with a 24-mdmtld period was estimated to be
$0.21 per share.

(i) During the year-ended December 31, 2013 thengaomy completed a private
placement of 7,158,665 Common Shares for $0.30 @@mmon Share. Gross
proceeds from the private placement were $2,147 B6fore cash issuance costs of
$163,899, and 405,000 broker warrants with an ésenarice of $0.30 per Common
Share until December 19, 2015. The fair value efwarrants was calculated to be
$32,092 using the Black-Scholes option pricing nhodased on the following
assumptions; a risk free interest rate of 1.09%yayed expected volatility of 92%,
expected dividend yield of 0% and an expecteddif2 years.

(iv) As disclosed in Note 3, on December 31, 20t Company completed the
acquisition of TMC. As part of the purchase prite, Company completed a non-cash
issuance of 2,147,618 Common Shares, which arecuty a 24-month hold period.
The fair-value of the Common Shares with a 24-mdwild period was estimated to
be $0.15 per share, and the Company incurred $ng%Suance costs.

()] During the year-ended December 31, 2014, iceation-holders exercised their
option to purchase 31,000 shares of the Compaayeéte of $0.25 per share.

(b) Stock options and stock-based compensation

Since 2002, the Company has had a stock option(ftlae Old Plan”) to encourage ownership of
the Company's Common Shares by its key officengctbrs, employees and consultants. The
maximum number of Common Shares that may be redeimeissue under the OIld Plan is
2,000,000 Common Shares. Options under the Ol \®at over various periods from the date of
the granting of the option. All options granteddenthe Old Plan that have not been exercised
within ten years of the grant will expire, subjsztearlier termination if the optionee ceases to be
an officer, director, employee or consultant of tbempany. The majority of options granted
under the Old Plan were granted to former execsitbfehe Company.

On September 20, 2011, the shareholders of the @myngpproved a new stock option plan (the

“Plan”). The Plan has a rolling maximum number @h@non Shares that may be issued upon the
exercise of stock options, but shall not exceed dd%he issued and outstanding Common Shares
at the time of grant. Any increase in the totamiber of issued and outstanding Common Shares
will result in an increase in the available numbéroptions issuable under the Plan, and any
exercises of options will make new grants availabider the Plan. Options under the Plan vest
over various periods from the date of the grantifithe option. All options granted under the Plan
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18.  SHARE CAPITAL (continued)

that have not been exercised within ten yearseftlant will expire, subject to earlier termination
if the optionee ceases to be an officer, diregoployee or consultant of the Company. The Plan
was established on July 31, 2007, and reapproveduar 18, 2014 was enacted to encourage
ownership of the Company's Common Shares by its dffigers, directors, employees and
consultants.

The Company does not have any current intentiarobwert the options outstanding under the Old
Plan into options under the Plan. The Company dg#dn maintain the Old Plan in place until all
outstanding options under the Old Plan are exatasehave expired, at which time the Old Plan
will terminate. The Company will not grant any neptions under the Old Plan.

The following is a summary of the stock optionsngeal and changes for the years then ended.

December 31, 2014 December 31, 2013

Weighted Weighted
Average Average
Number Exercise Number Exercise
Outstanding Outstanding Price
Options outstanding, beginning of the year 3,773,60 $ 032 4,631,584 $ 042
Granted — employees and directors 1,165,500 0.32 - -
Exercised — employees and directors (31,000) (0.25) - -
Expired — employees and directors (148,681) (0.25) (857,979) (0.89)
Options outstanding, end of the year 4,759,424 $ 0.32 3,773,605 $ 0.32
Options exercisable, end of the year 4,622,924 $ 3D. 3,653,605 $ 032

The following table summarizes information abouti@ms outstanding as at;
December 31, 2014
Options outstanding

Options exercisable

Number of Weighted Weighted Number of Weighted
Exercise options average average options average
Price outstanding life (years) exercise price exercisable exercise price
0.25 1,604,656 2.46 0.25 1,604,656 0.25
0.28 250,000 2.50 0.28 250,000 0.28
0.30 400,000 0.90 0.30 400,000 0.30
0.32 1,165,500 4.30 0.32 1,029,000 0.32
0.34 637,564 1.70 0.34 637,564 0.34
0.40 290,304 0.91 0.40 290,304 0.40
0.50 400,000 0.91 0.50 400,000 0.50
2.70 11,400 0.08 2.70 11,400 2.50
4,759,424 2.45 $0.32 4,622,924 $0.32
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18. SHARE CAPITAL (continued)

December 31, 2013

Options outstanding Options exercisable
Number of Weighted Weighted Number of Weighted
Exercise options average average options average
Price outstanding life (years) exercise price exercisable exercise price
0.25 1,784,337 3.17 0.25 1,644,338 0.25
0.28 250,000 3.50 0.28 250,000 0.28
0.30 400,000 1.90 0.30 400,000 0.30
0.34 637,564 2.70 0.34 637,563 0.34
0.40 290,304 1.91 0.40 290,304 0.40
0.50 400,000 1.91 0.50 400,000 0.50
2.70 11,400 1.08 2.70 11,400 2.50
3,773,605 2.74 $0.32 3,653,605 $0.32

Of the options outstanding as at December 31, ZBX000 (2013 — 250,000) with an exercise
price of $0.28, of which 250,000 (2013 — 250,00 exercisable, are consultant compensation
options.

For the year ended December 31, 2014, the Commaognized an expense of $273,275 (2013 -
$28,169) for the vesting of options issued to does; officers, and employees, which is included in
Operating Expenditures.

The fair value of each option granted was estimatethe date of the grant using the Black-Scholes
option-pricing model with the following weightedenage assumptions for options granted in the
respective period ended:
Year ende Yeai endec
December 31, 2014 December 31, 2013

Risk-free rate of retul 1.61% 1.18%
Expected volatility (i 104% 110%
Dividend vyielc -% -%

Weighted average expected 5 year 5 year
Estimated forfeiture ra 0-5% 0-5%

(i) The Company estimated the expected volatilitthe date of grant through reference to the
historical volatility of the Company’s shares owesimilar period.

(c) Contributed Surplus

The following is a continuity schedule of contribedtsurplus.

Balance January 1, 2013 $ 6,529,278
Stocl-based compensation expense recognized during &t 28,16¢
Gain on repurchase of Common Sh [Note 18(a)(i] 224,65¢

Balance December 31, 2013 $ 6,782,106
Issuance of convertible debenture (Note 92,00(
Stock based compertion 273,27!
Exercise of stock compensat [Note 18(a)(")] (5,270

Balance December 31, 2014 $ 7,142,111
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18. SHARE CAPITAL (continued)

(d) Warrants
The warrants outstanding are as follows:

December 31, 24 December 31, 2(3
Number of Carrying Number of Carrying
Warrants value Warrants value

Outstanding share purchase warrants to purchase
Common Shares at $0.30 per share. The warrants
expire on December 19, 2015 405,000 $ 32,092 405,000 $ 32,092
Outstanding share purchase warrants to purchase
Common Shares at $0.45 per share. The warrants
expire on December 6, 2015 177,533 4,045 177,533 4,045

Total 582,533 $ 36,137 582,533 $ 36,137

(e) Loss per share

The Company uses the treasury stock method of lesilog the dilutive effect of options and warrants
on loss per share. Stock Options, Broker Comp@msaiptions, Warrants and Convertible debenture
are only included in the dilution calculation ifetexercise price is below the average market gace
the period. The following is a summary of stockiops, broker compensation options, convertible
debenture and warrants:
Number Number
Number exercisable  exercisable
issued and with dilutive with anti-

Exercise price Expiry outstanding impact dilutive impact
Stock option Note 18(b) Note 18(b) 4,759,42. - 4,622,92.
Convertible
Debenture Note 15 Note 15 3,333,333 3,333,333
Warrant: $03C December 1, 205 405,00( - 405,00(
Warrant: $0.4¢ December 6, 20: 177,53: - 177,53

A reconciliation of basic to dilutive weighted asge number of shares follows:

(in 000's’ December 31, 2(4 December 31, 2(3
Basic weighted average number of shi 59,36: 48962
Dilutive impact of ir-the-money option - -
Dilutive weighted average number of shares 59,361 48,962
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19.

20.

RELATED PARTY TRANSACTIONS

The Company recognized revenue from a companyaltat by the CEO, who is also a director of
the Company, during the year ended December 314, 2fdsed on amounts agreed upon by the
parties, in the amounts of $41,346 (2013 - $35,618)e Company recognized operating expenses
related to shared office space and employees, aruhased products of $291,253 during the year
ended December 31, 2014 (2013 - $367,862) from mp@ay controlled by the CEO at the
exchange amount based on amounts agreed to byattiesp As at December 31, 2014, the
Company has a receivable position of $30,896 (20833,015), and a payable of $97,299 (2013 -
$106,764), which will be settled between the relgtarties in the normal course of business.

During the year ended December 31, 2014, the Coymnpeceived legal fees and disbursement
invoices totaling $135,343 (2013 - $235,743) frotawa firm, a partner of which is a director of the
Company. As at December 31, 2014, the Company haesyable position of $112,075 (2013 -
$117,588) which will be settled between the relggadies in the normal course of business.

Compensation of key management

Compensation awarded to key management include€dhgpany’s directors, and members of the
Executive team, which include the Chief ExecutivBid@r, President, Chief Financial Officer,
Chief Operating Officer and Senior Vice-Presidentorporate Development, is as follows:

Year ende Year ende
December 31, 2014 December 31, 2013

Salaries and shterm employee benef $ 1,051,80 $ 969,11
Sharebasd payment 248,51. 16,71(
Total $ 1,300,318 $ 985,824

The salaries and short-term employee benefits xgrensed as occurred, whereas the share-based
payments are recorded at the date of grant ancheggeover the vesting period to the Consolidated
Statement of Operations and Comprehensive Loss.Chmepany granted 990,000 options during
the year-ended December 31, 2014 (2013 — nil) tectbirs in place of cash compensation for
directors fees earned for fiscal 2014 and 2013.

FINANCIAL INSTRUMENTS

The fair value of the financial assets and lialedit excluding notes payable approximate their
carrying value as at December 31, 2014 and Decel®beR013. The fair value of the note

payables is disclosed in Note 15, which estimateslevel 2 measurements in the fair-value
hierarchy. Fair value estimates are made at a fapgmint in time based on relevant market

information. These estimates are subjective iuneatind involve uncertainties and matters of
significant judgment and therefore cannot be ddteethwith precision. The fair-value estimates
for notes payable utilized a discounted cash-flauation method, with an estimated discount rate
of 10.00% as at December 31, 2014 (December 38 20D.25%). Changes in assumptions could
materially affect estimates.
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20.

21.

FINANCIAL INSTRUMENTS ( continued)

The Company's financial instruments have been suinetbbelow:
December 31 December 31

2014 2013

Financial asse
Loans and receivabl $6,436,27. $8,549,67'
Financial liabilitie:
Fair value through profit and Ic - -
Other financial liabilitie 6,195,51 5,776,64

FINANCIAL RISK FACTORS

The Company’s risk exposures and the impact of @wnpany’'s financial instruments are
summarized below.

a) Credit risk

Credit risk is the risk of loss associated with meuparty’s inability to fulfill its payment
obligations. The Company's credit risk is primas@igributable to cash and cash equivalents and,
accounts receivable in the aggregate amount of5$857 as at December 31, 2014 (2013
$6,508,963). Cash and cash equivalents are held egittain Canadian and European financial
institutions. The Company has adopted a creditypainder which the balance of new customers
are analyzed individually for creditworthiness befthe Company's standard payment terms and
conditions are offered. The Company's exposurerédit risk with its customers is influenced
mainly by the individual characteristics of eaclstomer. The Company's customers are primarily
located in Canada, the United States, France amdUthited Kingdom. The Company has no
significant concentration of receivables, which Woresult in unusual credit risk exposure.

No financial assets are past due except for tradeivables. As at December 31, 2014, trade
receivables of $1,160,770 (December 31, 2013 - BR981) were current and not impaired,
$1,839,413 (December 31, 2013- $1,544,867) weré gas but not impaired and $144,900
(December 31, 2013 - $108,384) were impaired.

The following table summarizes the changes in th@wance for doubtful accounts for trade

receivables:
December 31 December 31

2014 2013
Balance — Beginning of year $ 108,384 $ 6429
Receivables written off euncollectible (58,619 (24,443
Net provision for impairme! 95,13( 68,53:
Balance- End of year $ 144,90( $ 108,384
Accounts receivabl- gros: 3,257,571 3,663,232
Accounts receivable — net $ 3,112,671 $ 3,554,848

b) Liquidity risk

The Company's approach to managing liquidity réstoiensure that it will have sufficient liquidity
to meet financial obligations when due throughquid monitoring of working capital balances.
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21. FINANCIAL RISK FACTORS ( continued)

As at December 31, 2014, the Company had a caahdmbf $1,442,686 (2013 - $2,954,115) and
other current assets of $5,089,365 (2013 - $5,483,% settle current liabilities of $6,265,323
(2013 - $7,782,370). All of the Company's curreimacial liabilities have contractual
maturities that range between 30 and 90 days amdsalnject to normal trade terms excluding
vehicle loans and notes payable disclosed separatellote 15 and Note 16 respectively. The
following are the commitments to be settled in ca3ihe amounts presented represent the future
undiscounted principal and interest cash flowshlie exception of the royalty payable which is
discounted due to the nature of the liability, #imerefore do not equate to the carrying amounts on
the consolidated statement of financial position.

2019 and
2015 2016 2017 2018  thereafter  Total
Bank indebtedness (Note 11) $ 207,103 - $ - % -$ - $ 207,103
Accounts payable and accrued liabilities (Note 12)3,042,102 - - - - 3,042,102
Income taxes payable (Note 17) 2,721 - - - - 342,407
Vehicle loans and capital leases (Note 16) 68,32853,551 78412 9,363 4,676 214,330
Provisions (Note 13) 207,224 - - - - 207,224
Note payable (Notes 15) 1,371,996521,661 1,519,01 - - 3,412,669
Operating leases 531,964 232,504 178,392 - - 942,860
Total $ 5,431,438 $ 807,716 $1,775,816 $ 9,363 $ 4,676 $ 8,029,009

¢) Market risk

Market risk is the risk of loss that may arise frohanges in market factors such as interest rates
and foreign currency risk.

i) Interest rate risk

The Company has cash balances and interest-batebtg The Company holds cash and cash
equivalents in deposit with certain Canadian anafean financial institutions. The Company
also holds notes payable, with largely fixed inséreates. The Corporation is sensitive to
changes in the prevalent interest rates througrdat income earned on its cash balance and
interest paid on its notes payable. Interest iakeis low as the interest rates on the Company’s
certificates of deposits, and notes payable agelafixed. Interest rates and maturity dates for
the Company's certificates of deposits are disdaseNote 4. The interest rates and maturity
dates for the notes payable are disclosed in Naite 1

i) Foreign currency risk

The Company operates on an international basis thedefore, foreign exchange risk
exposures arise from transactions denominatedfamedgn currency. The foreign exchange
risk arises primarily with respect to the USD, G&#l the Euro.

A $0.05 strengthening of the CDN dollar comparedht® USD, holding all other variables
constant, would increase net income by $62,000éPeer 31, 2013 — $67,000 increase), and
decrease comprehensive income by $70,000 (Dece®ihe2013 - $106,000 increase). The
Company has elected to not actively manage thissxe at this time.
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21. FINANCIAL RISK FACTORS ( continued)

A $0.05 strengthening of the CDN dollar comparedthte GBP pound, holding all other
variables constant, would decrease net income h@0®1(December 31, 2013 - $3,000
increase), and decrease comprehensive income b@@L@December 31, 2013 — $6,000
increase). The Company has elected to not activaelyage this exposure at this time.

A $0.05 strengthening of the CDN dollar comparedtite EUR euro, holding all other
variables constant, would increase net income byY(kB (December 31, 2013 -$1,000
decrease), and decrease comprehensive income h§0$1@december 31, 2013 - $16,000
decrease). The Company has elected to not activehage this exposure at this time.

22. EXPENDITURES BY NATURE

The following is a reconciliation of expenditurgsfanction to expenditures by nature:

Presentatior by Nature

December 31, 24 December 31, 2(3

Salaries, wages and other employee benefits (N $ 10535,21: $ 8,773,31
Changes in inventories of finished goods (No 4,118,77! 5,032,151
Outside sale 1,214,30! -
Amortizetion (Notes 8 and ! 1,134,92 1,413,83.
Office and utilitie: 1,051,89. 1,137,57!
Professional and regulatory fi 978,10° 905,83°
Travel,vehicle antmeals and entertainme 928,65¢ 781,54¢
Ren 801,08( 745,59¢
Outside servic 221,04t 332,72}
Adverlising 392,57: 293,23:
Impairment (Notes 8, 9 and : - 262,27!
Stock-based compensation (Note 18(k 273,27! 147,71
Bad dek 89,35 129,09:
Insuranc 86,39: 98,75¢
Other expenditure 212,101 190,27:
Total $ 22,037,702 $ 20,243,924
Presentation by Function

Cost of inventor $ 4,330,49! $ 5,001,12
Technolog 1,721,06¢ 1,791,171
Operations and supp 5,388,02. 4,785,55
Sales and marketil 5,069,08: 3,337,63!
General and administrati 5,529,03: 5,066,15.
Impairmentof asset - 262,27!
Total $ 22,037,70. $ 20,243,9z
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23. CAPITAL MANAGEMENT

The Company's objective when managing capital &afeguard its ability to continue as a going
concern in order to provide returns for sharehalderd benefits for other stakeholders and to
maintain an optimal capital structure to reducedcbst of capital.

In order to maintain or adjust the capital struetihe Company may issue new shares, sell assets
to reduce debt or issue new debt.

The Company monitors capital on the basis of thet de equity ratio, which is a non-IFRS
measure. This ratio is calculated as total dekitldi/ by total equity. Total debt is calculated as
the sum of bank indebtedness, and current and temg-notes payable and vehicle loans as
shown in the consolidated statements of financa@ditipn. Total equity is the equity of the
Company in the consolidated statements of finangaition. As disclosed in Note 11, the
Company is subject to certain externally imposqatabcovenants related to bank indebtedness.

The debt to equity ratios as at December 31, 2884 cember 31, 2013 were as follows:

December 31 December 31
2014 2013

Total Deb
Notes payabl $ 2,751,20¢ $ 2,574,86
Vehicle loans and capital lea 195,10( 217,14!
Bank indebtedne 207,13 207,10:
Total Debt $ 3,153,408 $ 2,999,106
Equity
Equity $10,462,35 $11,348,78
Total Equity $ 10,462,356 $ 11,348,788
Debt to Equity Ratio 30.10% 26.43%

24. CHANGES IN WORKING CAPITAL ITEMS

December 31, 24 December 31, 2(3

Accounts receivab $ 806,39: $ (41,187
Investment tax credits and investment cre

receivable 164,656 380,217
Income taxe (311,171 (131,811
Lease receivab (5,509 22,45
Inventory (70,660 405,22
Prepaid expenses and depc 14,66¢ (30,990
Accounts payable and accrued liabili (374,92() (283,956
Deferred revenu (451,84% (77,813

Total $  (228,394) $ 242,142
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25. SEGMENTED INFORMATION

The Company is divided into two reportable segmeRtsint of Sale (“POS”) and Payment
Processing, with other segments not meeting theeggtion criteria being grouped into other. The
POS segment focuses primarily on selling, instgliamd servicing POS hardware and software
directly to end-users and on developing, licensidigtributing and marketing POS software
indirectly through a dealer network. The PaymentcBssing segment focuses primarily on selling
and installing payment processing hardware andrriegupayment processing services for credit
and debit cards. The accounting policies of thenserjs are the same as those described in the
summary of significant accounting policies. The @amy evaluates performance based on the
profit and loss from operations before income tasesortization, interest, realized and unrealized
foreign exchange gains or losses, other gains s8ek and other comprehensive income. The
Company manages each segment separately and mardagenthe time of the acquisitions were
retained. Certain segmented information relatinGoodwill is provided in Note 10.

Disclosure by Segment

Operating profit for theperioc

Revenue for the period ended ended’
December 3: December 3: December 3. December 31
2014 2013 2014 2013
PO¢ $ 16,744,43 $ 19,350,79 $ 397,73 $ 2,330,17
Payment Processi 3,370,01. 160,61t (274,78) (429,125
Total $ 20,114,450 $ 19,511,412 $ 122,948 $ 1,901,048

(i) Operating profit is earnings before corporagadiquarters operating expenditures, interest eggr@nd expense,
taxes, amortization, foreign exchanges losses aim$ @nd realized currency translation gains agskls.

Reconciliation between the total consolidated atweg profit and the net income (loss) per the
consolidated financial statements is as follows:

December 31, 2(4 December 31, 2(3
Total segmented operating pr: $ 122,94t $ 1,901,0¢
Corporate headquarter operating expendi (911,273) (957,452)
Other nor-operating expenditur (1,072,19) (1,936,034

Net Loss $ (1,860,518) $ (992,438)
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25. SEGMENTED INFORMATION (continued)

Paymeni
POS Processing

Total
Consolidated

December 31, 24

Total Asset $ 15,4%6,65: 3,644,08t $ 19,100,741

Total Liabilities $ 7,995,86 642,51t $ 8,638,385
December 31, 2(3

Total Asset $ 17,367,79 3,066,15! $ 20,433,953

Total Liabilities $ 8,640,05 445,10° $ 9,085,16

Disclosure by Territory

Revenue fotheperioc endel

Operating profit for theperioc ende(™®

December 31

December 31

December 31, 2014 December 31, 2013 2014 2013
Canad $ 14,314,34 $ 13,854,18 $ 542,66: $ 2,484,15
USA 3,244,97: 3,224,933 (488,895 (819,760
Europ 2,261,04( 2,104,633 69,18: 269,19¢
Asia and othe 294,08 327,65t - (32,549
Total $ 20,114,45 $ 19,511,41 $ 122,94¢ $ 1,901,04

(i) Operating profit is earnings before corporagadiquarters operating expenditures, interest eggr@nd expense,
taxes, amortization, foreign exchanges losses aim$ @nd realized currency translation gains asske.

Canad USA Europe¢ Asia Total
December 31, 2(4
Total Asset $13,716,11 4516,43! 888,19( - $ 19,100,741
Total Liabilities $ 7,324,95¢ 1,01577: 297,65 - $8,638,38!
December 31, 2(3
Total Asset $ 14,635,85 4,797,46! 1,000,62 - $ 20,433,95
Total Liabilities $ 7,325,09 1,394,28: 365,78 - $9,085,165




