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Management’s Responsibility for the Consolidated
Financial Statements

The management of Posera-HDX Ltd. is responsibilénf® preparation of all information included insth
annual report. The consolidated financial statembate been prepared in accordance with Interration
Financial Reporting Standards, and necessarilydgclsome 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 accogirmtimtrols to provide reasonable assurance that the
consolidated financial statements are accurateeliable and that the assets are safeguarded &rssmolr
unauthorized use.

The Company’s external auditors, appointed by $twdders, have prepared their report, which outlines
the scope of their examination and expresses ap@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 reportinmtters. 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 “Loudon Owen”
Loudon Owen — Chief Executive Officer
Signed “Kevin Mills”

Kevin Mills — Chief Financial Officer

March 28, 2016
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March 29, 2016

Independent Auditor’s Report

To the Shareholders of
Posera-HDX Litd.

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, 2015
and December 31, 2014 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 audit 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: 519 570 5700, F:519 570 5730, www.pwc.com/ca

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


http://www.pwc.com/ca
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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, 2015 and December 31, 2014 and
their financial performance and their cash flows for the years then ended in accordance with International
Financial Reporting Standards.

%WW&@@M LLAP

Chartered Professional Accountants, Licensed Public Accountants



POSERA-HDX Limited

Consolidated Statements of Financial Position

Asat December 31, 2015 and December 31, 2014

(in Canadian dollars)

POSLERA

December 31, 2015

December 31, 2014

ASSETS (Notes 11, 14, 15, 19 and 20)

CURRENT
Cash and cash equivalents [Notes 4 and 20(a)] $ 1,702,972 $ 1,442,686
Accounts receivable [Notes 18 and 20(a)] 3,592,954 3,112,671
Current portion of lease receivable (Note 5) 15,206 20,579
Inventory (Note 7) 989,544 890,416
Investment credits receivable - refundable (Note 6) 186,999 771,782
Income taxes receivable (Note 16) 35,272 35,272
Prepaid expenses and deposits 251,782 258,645
6,774,729 6,532,051
NON-CURRENT
Property, plant and equipment (Note 8) 202,572 283,257
Deposit on leased premises 39,581 39,581
Lease receivable (Note 5) 15,978 32,513
Investment tax credits receivable - non-refundéiiete 6) 819,986 1,056,042
Deferred income tax assets (Note 16) - 76,210
Intangible assets (Note 9) 2,476,006 3,658,176
Goodwill (Note 10) 6,462,056 7,422,911
$ 16,790,908 $ 19,100,741
LIABILITIES (Notes 19 and 20)
CURRENT
Bank indebtedness (Note 11) $ - $ 207,103
Accounts payable and accrued liabilities (Notesi@ 18) 3,394,862 3,042,102
Provisions (Note 13) 622,218 207,224
Current portion of vehicle loans and capital legbéste 15) 47,157 58,201
Current portion of notes payable (Note 14) 419,614 1,165,967
Income taxes payable (Note 16) 52,057 2,721
Deferred revenue 1,783,116 1,582,005
6,319,024 6,265,323
NON-CURRENT
Deferred income tax liability (Note 16) 115,889 650,925
Vehicle loans and capital leases (Note 15) 92,186 136,899
Notes payable (Note 14) 1,353,442 1,585,238
7,880,541 8,638,385
EQUITY (Note 22)
SHARE CAPITAL [Note 17(a)] 56,882,021 53,656,082
CONTRIBUTED SURPLUS [Note 17(b, c)] 7,196,429 7,142,111
WARRANTS [Note 17(d)] 80,133 36,137
DEFICIT (56,164,366) (50,597,187)
ACCUMULATED OTHER COMPREHENSIVE INCOME 916,150 225,213
8,910,367 10,462,356
$ 16,790,908 $ 19,100,741
APPROVED BY THE BOARD
Signed "Loudon Owen" Director
Signed "David Del Chiar Directol

See accompanying notes to the consolidated finbstei®ements

Commitments [Note 20(b)]
Subsequent events (Note 25)
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POSERA-HDX Limited

Consolidated Statements of Operations and Comprehensive L oss

For the Year ended December 31, 2015 and 2014

(in Canadian dollars, except for number of common shar es)

POSERA

Year ended December 31,

REVENUE (Notes 18 and 24)

Point of sale revenue 18,492,206 $ 18,709,858
Payment processing revenue 2,260,669 1,404,592
TOTAL REVENUE 20,752,875 20,114,450
COST OF SALES (Notes 18 and 21)
Cost of inventory (Note 7) 4,428,026 4,330,495
Technology (Note 6) 2,046,625 1,721,069
Operations and support 5,743,498 5,388,022
TOTAL COST OF SALES 12,218,149 11,439,586
GROSSPROFIT 8,534,726 8,674,864
OPERATING EXPENSES (Note 18 and 21)
Sales and marketing 5,660,251 5,069,083
General and administrative 5,798,563 5,529,033
Restructuring costs (Note 13 and 25) 662,512 -
Impairment of assets (Note 10) 1,562,675 -
TOTAL OPERATING EXPENSES 13,684,001 10,598,116
(5,149,275) (1,923,252)
OTHER EXPENSES (INCOME)
Interest expense (Notes 11, 14 and 15) 407,898 416,567
Realized and unrealized (gain)loss on foreign exgban (10,402) 20,480
Interest and other income (31,933) (18,096)
TOTAL OTHER EXPENSES 365,563 418,951
NET LOSSBEFORE INCOME TAXES (5,514,838) (2,342,203)
INCOME TAX EXPENSE (RECOVERY)
Current (Note 16) 555,952 (262,022)
Deferred (Note 16) (503,611) (219,663)
NET LOSS (Note 24) (5,567,179) $ (1,860,518)
Itemsthat may bereclassified subsequently to net income
Other comprehensive gain on foreign translation 690,937 277,142
NET COMPREHENSIVE LOSS (4,876,242) $ (1,583,376)
BASIC AND DILUTED LOSS PER SHARE
(Note 17(e (0.08, $ (0.03
BASIC AND DILUTED WEIGHTED AVERAGE NUMBER
OF COMMON SHARES (in 000' 71,22¢ 59,36

See accompanying notes to the consolidated finbstei®ments
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POSERA-HDX Limited

Consolidated Statements of Changesin Equity

For the Year ended December 31, 2015 and 2014
(in Canadian dollars)

POSERA

Year ended December 31,

2015 2014
DEFICIT BEGINNING OF YEAR $ (50,597,187) $ (48,736,669)
Net loss (5,567,179) (1,860,518)
DEFICIT END OF YEAR $ (56,164,366) $ (50,597,187)
ACCUMULATED OTHER COMPREHENSIVE
INCOME(LOSS) BEGINNING OF YEAR $ 225,213 $ (51,929)
Other comprehensive gain on foreign translation 690,937 277,142
ACCUMULATED OTHER COMPREHENSIVE
INCOME END OF YEAR $ 916,150 $ 225,213
NET COMPREHENSIVE LOSS $ (4,876,242) $ (1,583,376)
SHARE CAPITAL BEGINNING OF YEAR $ 53,656,082 $ 53,319,143
Non-cash issuance upon acquisitions (Note 3) - 330,733
Exercise of stock compensation - 13,020
Issued for cash consideration 3,579,000 -
Issuance costs - Cash (272,928) (6,814)
Issuance costs - Compensation Warrants (80,133) -
SHARE CAPITAL END OF YEAR [Note 17(a)] $ 56,882,021 $ 53,656,082
CONTRIBUTED SURPLUS BEGINNING OF YEAR $ 7,142,111 $ 6,782,106
Expiry of warrants 36,137 -
Stock based compensation 18,181 273,275
Exercise of stock compensation - (5,270)
Issuance of convertible debenture - 92,000
CONTRIBUTED SURPLUSEND OF YEAR [Note 17(b, c)] $ 7,196,429 $ 7,142,111
WARRANTS BEGINNING OF YEAR $ 36,137 $ 36,137
Expiry of warrants (36,137) -
Compensation warrants 80,133 -
WARRANTS END OF YEAR [Note 17(d)] $ 80,133 $ 36,137

See accompanying notes to the consolidated financial statements
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POSERA-HDX Limited
Consolidated Statements of Cash Flows

For the Year ended December 31, 2015 and 2014
(in Canadian dallars)

POSLERA

Year ended December 31,

2015 2014
NET (OUTFLOW) INFLOW OF CASH RELATED
TO THE FOLLOWING ACTIVITIES
OPERATING
Net loss (5,567,179) $ (1,860,518)
Items not affecting cash
Amortization of property, plant & equipment (Note 8 92,925 92,215
Amortization of intangible assets (Note 9) 1,373,212 1,042,712
Deferred income tax recovery (Note 16) (503,611) (219,663)
Impairment of assets (Note 10) 1,562,675 -
Stock-based compensation expense [Note 17(b,c)] 18,180 273,275
Interest accretion (Notes 14 and 168,13: 170,05(
Reduction of notes payable principle (Not - (292,947
Unrealized loss on foreign exchange 23,775 18,776
(2,831,891) (776,100)
Changes in working capital items (Note 23) 1,253,405 (228,394)
(1,578,486) (1,004,494)
FINANCING
Proceeds from issuance of Common Shares[(Note]17(a) 3,579,000 -
Issuance costs paid for Common Shares [Note 17(a)] (272,928) (6,815)
Repayment of vehicle loans and capital leases (MNte (64,049) (69,381)
Issuance of vehicle loans (Note 15) - 34,205
Proceeds from the exercise of stock options [Nb#a,b, c)] - 7,750
Issuance of notes payable (Note 14) - 1,350,000
Issuance costs of notes payable (Note 14) - (108,228)
Repayment of notes payable (Note 14) (471,885) (1,658,064)
2,770,138 (450,533)
INVESTING
Acquisition of Terminal Management Concepts Ltd, afe€ash (Note 3 and 14) (750,000) 4,903
Acquisition of property, plant and equipment (N8je (10,004) (80,924)
Acquisition of intangible assets (Note 9) (4,056) (44,188)
(764,060) (120,209)
Foreign exchange gain on net cash and cash equivale
held in a foreign currency 39,797 63,805
NET CASH AND CASH EQUIVALENTS INFLOW(OUTFLOW) 467,389 $ (1,511,431)
NET CASH AND CASH EQUIVALENTS,
BEGINNING OF PERIOD 1,235,583 2,747,014
NET CASH AND CASH EQUIVALENTS,
END OF PERIOD 1,702,972 $ 1,235,583
FOR THE PURPOSE OF THIS STATEMENT, NET CASH AND
CASH EQUIVALENTS COMPRISE THE FOLLOWING
Cash and cash equivalents 1,702,972 $ 1,442,686
Bank indebtedness (Note 11) - (207,103)
1,702,972 $ 1,235,583
SUPPLEMENTAL OPERATING CASH FLOW INFORMATION
Interest paid 239,766 $ 246,517
Interest received 31,933 18,096
Income taxes paid 71,681 82,980
Investment credits and investment tax credits vaddé received 960,707 558,840

See accompanying notes to the consolidated finesteitements
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POSERA — HDX Ltd. pOSERA

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(in Canadian dollars, except as noted)

1. DESCRIPTION OF BUSINESS

Posera-HDX Limited (“POSERA”, or the “Company”), @domiciled in Canada and is in the
business of managing merchant transactions witswuoers and facilitating payments emphasizing
transaction speed, simplicity and accuracy. POSHER¥elops and deploys touch screen point-of-
sale (“POS") system software and associated eigerpranagement tools and has developed and
deployed numerous POS applications. POSERA alsdada® system hardware integration services,
merchant staff training, system installation segsicdistribution of electronic cash registers to a
network of value added resellers across Canada,pastisale software and hardware support
services. POSERA licenses, distributes and maristdospitality POS software, known as
Maitre’D, throughout the Americas, Europe & Asiandlly, the Company has added to its suite of
product offerings by offering debit and credit camikerchant processing, services, and POS
integration.

POSERA was founded in 2001 and is headquartere@b@tBay Street, Suite 700, in Toronto,
Canada M5H 2S6. The Company’s common shares (“ComBiares”) are listed on the Toronto
Stock Exchange under the symbol “PAY” as of OctoB@t 2015, and previously were listed as
HHDXH.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation in accordance with IFRS

These consolidated financial statements have beepaged in accordance with International
Financial Reporting Standards and IFRIC interpretat (collectively “IFRS”) issued that are
effective on December 31, 2015. These consolidétethcial statements were approved by the
Board of Directors on March 28, 2016. These codatdid financial statements have been prepared
on the historical cost basis, except for certainvalue through profit and loss financial instrumes
which are carried at fair market values.

The preparation of consolidated financial stateméntonformity 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 includeattewunts of POSERA. and its wholly owned
subsidiaries. These subsidiaries are A&A PointaleSolutions Inc. (“A&A”); Posera Inc.: Posera

France SAS; Posera Europe Ltd.; Posera SoftwareRonsera USA Inc.; Century Cash Register Inc.
(“Century”); HDX Payment Processing Ltd. (“HDX Pagnt Processing”); Posera — HDX

Scheduler Inc. (“Posera — HDX Scheduler”); Zomarang Terminal Management Concepts Ltd.
(“TMC"). TMC has been included in the consolidatédancial statements since the date of
acquisition, being December 31, 2014. TMC was aarmalged with Posera-HDX Ltd. on January 1,
2015.
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POSERA — HDX Ltd. pOSERA

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(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 égitare CAD, with the exception of certain

subsidiaries, which have functional currencieshef Wnited States Dollar (“USD”) (Posera Inc. and

Posera USA Inc.), the Great British Pound (“GBHPpgera Europe Ltd.), and the Euro (“EUR")

(Posera France SAS). The Company translates tleésasd liabilities of consolidated entities with

differing functional currencies to CAD at the raaé exchange prevailing at the statement of
financial position date and revenues and expenkéisose operations using the average rates of
exchange during the period. Gains and losses imguitom this translation are recorded in

accumulated other comprehensive income(loss), @opent of equity.

Foreign Currency Transactions

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

Segments

The Company has organized its business aroundratiffeoroducts and services. Each acquired
business is a separate operating segment. The @grtiEen aggregates the operating segments into
reportable segments based on the similarities efpfoducts 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. Resdnom external customers are geographically
allocated to countries based upon the place whereustomers are located.
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POSERA — HDX Ltd. pOSERA

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(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 givéahilities incurred or assumed, contingent

consideration and equity instruments issued byCimpany 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 arisingagquisition is recognized as an asset and initiall

measured at cost, being the excess of the codteobtisiness combination over the Company’s
interest in the net fair value of the identifiabksets 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, xbese is recognized immediately as a bargain
purchase gain in the consolidated statements ahtipes.

Subsequent to initial recognition, measurementofingent 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 is no

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

Financial assets and liabilities

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

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

Accounts receivable, cash and cash equivalentsjraredtment credits receivable are classified as
loans and receivables. Loans and receivables aigdlynmeasured at fair value, and subsequently at
amortized cost less any impairment. Interest inc@mecognized by applying the effective interest
rate, except for short-term receivables when thegsition of interest would be immaterial.
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POSERA — HDX Ltd. pOSERA

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(in Canadian dollars, except as noted)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Accounts payable and accrued liabilities, bank lne@ness, vehicle loans and notes payable are all
classified as other liabilities, and initially measd at fair value and subsequently at amortizest co
using the effective interest method. Interest expdn recognized by applying the effective interest
rate, except for short-term payables when the mtiog 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 derecognizekdew 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 afiimpnt 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 reduty 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 accountsvedaieiis considered uncollectible, it is written
off against the allowance account. Subsequent ez@s/ of amounts previously written off are
credited against the allowance account. Changdé®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 catatedrobjectively to an event occurring after the
impairment was recognized, the previously recoghizepairment loss is reversed in the
consolidated statements of operations to the extentthe 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 eehscounts on deposit at financial institutions
and short-term liquid investments that are reagtigvertible 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 POSERA'’s contractual obligations and haveeh valued at the lower of average cost and net
realizable value. Net realizable value is the estir selling price in the ordinary course of busine
less the estimated costs of completion and thenattd costs necessary to make the sale. Inventory
cost is substantially comprised of the costs paidurchase equipment.
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POSERA — HDX Ltd. pOSERA

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(in Canadian dollars, except as noted)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

Investment tax credits

Investment tax credits are earned as a result afrimg 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 thely 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 assettlie 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 methodpiews:

Office furniture and fixture 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. A@iy @r loss arising on disposal of the asset,

determined as the difference between the net dibjposceeds and the carrying amount of the asset,
is recognized in the consolidated statements ofadio@s.

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

Long-lived assets - Intangible assets

Intangible assets acquired individually are inijialecognized and measured at fair value, and
subsequently at their initial fair values, lessuawualated 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@ated to the individual assets acquired based on
their fair values at the time of acquisition. Wiamntangible assets are acquired in a transadiin t
does not constitute a business combination, the aothe group is allocated to the individual
identifiable assets and liabilities on the basithefr relative fair values at the date of purchase
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POSERA — HDX Ltd.

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014

(in Canadian dollars, except as noted)

POSERA

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Intangible assets with finite useful lives are atimed 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
Develoyment Backlor 0.5 year
Computer softwal 3 year

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

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 (“CGUSs")

For the purposes of measuring recoverable amoasggfs 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 &iclv 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 Direct POS C6é&J Indirect POS CGU; the ATM CGU;
the Payments CGU; and the Payments Middleware CGU.

Long-lived Assets — Impairment

At each financial reporting date, the carrying antsuof the Company’'s long-lived assets (or
CGUs) are reviewed to determine whether there ysimgdication that those assets (or CGUs) are
impaired. If any such indication exists, the regatde amount of the asset (or CGU) is estimated in
order to determine the extent of the impairmengniy. For long-lived assets (or CGUSs) not subject
to amortization, the recoverable amount of thetgsseCGU) is estimated at least annually; or more
frequently if there are any indications of potentmpairment. 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.
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POSERA — HDX Ltd. pOSERA

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(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 thaldMoe 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 assessmentsdirtie 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&inBperations for the period.

If a CGU is impaired, the impairment is allocatégtfto Goodwill, with the remainder allocated
rateably to the remaining long-lived assets basganuthe relative carrying valuesVhere an
impairment loss subsequently reverses, the cargmgunt 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 beeerméied had no impairment loss been
recognized for the asset (or CGU) in prior yearsodwill impairment losses are not subsequently
reversed. A reversal of an impairment loss is razsgl immediately in the consolidated statements
of operations.

Lease inducements

Lease inducements represent funds provided byathddrd for property improvements and rent-
free periods, if any. Lease inducements are apsatton 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 feesshesd 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 optiongaresl 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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POSERA — HDX Ltd. pOSERA

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(in Canadian dollars, except as noted)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

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 thebtaxacome for the year, using tax rates enacted or
substantively enacted, at the end of the repontiegod, and any adjustment to tax payable in
respect of previous years.

The Company follows the liability method of accdngt 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 liabilitesvall 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 &eatisn, affects neither accounting nor taxableiprof
or loss. Deferred income tax is provided on tempordifferences arising on investments in
subsidiaries, except where the timing of the realesthe 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 raisirgtahor debt are charged against the equity ot deb
proceeds raised, unless the instrument to whichrémsaction costs relate is classified as faineal

through profit and loss in which case the increrakenbsts are expensed in the Statements of
Operations immediately.
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Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(in Canadian dollars, except as noted)

2.

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

The Company’s stock-based compensation plan igilegcin Note 17(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 egpeitis 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 asdssCompany measures the goods or services
received, and the corresponding increase in edgiityctly, at the fair value of the goods or sesgic
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 measurindaiheralue 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 céestingf 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 toamts 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 recordii@VR”) systems and POS parts and
consumables is recognized when the Company hasfeéragd to the customer the significant
risks and rewards of ownership, the Company does retain continuing managerial
involvement with or effective control of the goodee amount of revenue can be measured
reliably, it is probable the economic benefits agsed with the sale will flow to the Company
and the costs incurred or to be incurred in respéthe 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. TPmmpany allocates revenue to each
component of the transaction using the relative failue of each separately identifiable
component. The Company defers the fair value obthpport services under the agreement, as
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POSERA — HDX Ltd. pOSERA

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(in Canadian dollars, except as noted)

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 defeaarnedrecognized as revenue on a straight-
line basis over the term of the contract.

c) Software development and hosting service revenaeaacounted for as services. Revenue is
recognized when the amount of revenue can be nexhgediably, it is probable that the
economic benefits associated with the transactidirflaw to the entity, the stage of completion
of the transaction at the end of the reportingqzeican 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 coimguland 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 wilkfto 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 beeneateli.

f) Revenue from processing transactions is recogrzte time the transactions are processed

The Company has presented the revenues dividedP@B Revenues and Payment Processing
Revenues. POS Revenues are those revenues eamedilprfrom the sale and service of POS
terminal hardware and software, and Payment Primcgbtardware, such as Debit/Credit Card pin-
pads and ATM’s; whereas Payment Processing Reveaareethose revenues earned from primarily
the associated payment processing transactions.
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POSERA — HDX Ltd. pOSERA

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(in Canadian dollars, except as noted)

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 judgrsethat were made in the preparation of the
financial statements.

a. Cash-generating units (“CGU”s)

In testing for impairment of certain assets thaindo 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 grotipirots 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 deterritgrewn functional currency, which
becomes the currency that entity measures its tsesuld financial position in. In
determining the functional currencies of consobdaentities, the Company considered
many factors, including the currency that mainlfluences sales prices for goods and
services, the currency of the country whose coripetiforces 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 dattheffinancial 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 rigk o
causing a material adjustment to the carrying ansoohassets and liabilities:
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POSERA — HDX Ltd. pOSERA

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(in Canadian dollars, except as noted)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

a.

Intangible asset — December 31, 2015 - $2,476,0@8émber 31, 2014 - $3,658,176 ) and
Goodwill — December 31, 2015 - $6,462,056 (Decen8fer2014 - $7,422,911), and
related Goodwill and Intangible assets impairmefus the years ended December 31,
2015 - $1,562,675 and $Nil respectively (Decemiie2B14 - $Nil and $Nil respectively)

» Critical estimates relate to the valuation mtBingible assets and goodwill acquired in
business combinations and the potential or actophirment of intangible assets and
goodwill as part of the CGU impairment testing. $Setailed disclosure surrounding
acquisitions in Note 3, and sensitivities on impeEnt estimates in Note 10.

Valuation of shares issued in business combinatien®ecember 31, 2015 - $Nil

(December 31, 2014 - $330,734)

e Certain Common Shares issued in business cetis 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 acquisitibme Company utilized the market
price of a freely tradable share on the date ofiaitépn, and applied a discount NfA
(2014 — 30%) to estimate the fair value of the CamnShares with a 2-year hold-
period.A 5 percentage point decrease in the discountegbpiould increase equity and
goodwill values by $Nil (2014 - $25,000).

Useful life and amortization of intangible assets

* See detailed disclosure of intangible assefubi$ees in Note 2 above. A decrease of
the average useful lives of intangible assets gak, would increase amortization by
$140,000 (2014 - $150,000)

Investment Tax Credits Receivable — non-refundab@ecember 31, 2015 - $819,986

(December 31, 2014 - $1,056,042) and related imvest tax (expense)recovery for the

years ended December 31, 2015 — $44,298 [Decenih@034 - $(214,362)]

* Management estimates that the non-refundabestment 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 causedf the tax credits to expire
before use.

Provisions — December 31, 2015 - $622,218 (DecerBbep014 - $207,224) and related

expenditures for the years ended December 31, 20$375,000 (December 31, 2014 -

$Nil)

»  See detailed disclosure surrounding the pimviat Note 13.
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Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(in Canadian dollars, except as noted)

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 tippkcable at a future date. The Company has
not determined if they will early adopt any stamt$aat this time.

)

ii)

In November 2009, the IASB issued IFRS 9 as gfits plan to replace IAS 39, Financial

Instruments: Recognition and Measurement (IAS 3BRS 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 uty 2014 and includes (a) a third

measurement category for financial assets — fdirevénrough 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.

IFRS 15 Revenue from contracts with customsra,new standard on revenue recognition,
superseding IAS 18,Revenuge and IAS 11, Construction Contracts and related
interpretations. Effective for the first interimrpms within years beginning on/after January
1, 2018. The Company is evaluating the impact opéidg this new standard.

In January 2016, the IASB issued IFRS 16 -skedq“IFRS 16”), which replaces IAS 17 —
Leases (“IAS 17") and related interpretations. IFE&Sprovides a single lessee accounting
model, requiring the recognition of assets andilitas for all leases, unless the lease term
is 12-months or less or the underlying asset hasvavalue. IFRS 16 substantially carried
forward the lessor accounting in IAS 17 with thetidiction between operating leases and
finance leases being retained. IFRS 16 will be iagpletrospectively for annual periods
beginning on or after January 1, 2019. Early adwoptis permitted under certain
circumstances. The Company is assessing the patenpact of adopting this standard on
the consolidated financial statements.

In January 2016, the IASB issued RecognitibrDeferred Tax Assets for Unrealized
Losses as an amendment to IAS 12 — Income TaxesseThmendments address the
accounting for deferred tax assets for unrealipedds on debt instruments measured at fair
value. These amendments are effective for annuadsebeginning on or after January 1,
2017. Earlier application is permitted. The Comp@nyssessing the potential impact of
adopting this standard on the consolidated findistédements.
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Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(in Canadian dollars, except as noted)

3. ACQUISITIONS AND DIVESTITURES
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 comprisedrmufn-interest bearing notes payable (Note 14) and
Common Shares of Posera-HDX Ltd. having a holdggewhereby the shares are not freely tradable
until December 31, 2016 (Note 17). The acquisipoovides the Company with technology to facilitate
the integration of multiple payment processing fexs to many POS solutions, and an established
customer base.

During the year ended December 31, 2015, Reven#84#,015 (2014 - $Nil) and a net loss of $394,211
(2014 - $Nil) was recorded in the consolidatedestegnts of operations in regards to TMC.

The acquisition of TMC is accounted for using tlegquasition method whereby POSERA is identified as
the acquirer. The net assets acquired of TMC wenaapily attributed to intangible assets and godidwi
(Notes 9 and 10). Goodwill represents the excessirgy capacity as a result of synergies for regenu
opportunities, future growth, pre-assembled worddasind cost reductions.

4. CASH AND CASH EQUIVALENTS

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

2015 2014
Demand accour $ 1,702,97 $ 1,442,68
Total $ 1,702,972 $ 1,442,686

5. LEASE RECEIVABLE

During the year ending December 31, 2015, the Campzacognized finance income of $4,446
(2014 - $4,838) in the consolidated financial estagnts. The Company’s net lease receivable
includes the following;

December 31 December 31

2015 2014
Total minimum lease payments receivi $ 34,37¢ $ 60,80:
Unearned finace incom (3,19) (7,710
Total lease receivable $ 31,184 $ 53,092
Shor-term portiol 15,20¢ 20,57¢
Long-term portion $ 15,97¢ $ 32,51i
Future minimum lease payments receivable undesdtes leases are as follows;
December 31, 2(5 Decembe 31, 204
201¢ $ - 26,42
2016 20,42 20,42
2017 9,34: 9,34:
2018 2,071 2,071
201¢ 2,52¢ 2,52¢
Total $ 34,375 $ 60,802
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(in Canadian dollars, except as noted)

6.

INVESTMENT CREDITS AND INVESTMENT TAX CREDITS RE CEIVABLE

Investment tax credits related to Scientific Redeasand Experimental Design and investment
credits related to Electronic Business, were resiid the consolidated statements of operations as
a reduction in technology expenses in the amou®Ba@D,747 during the year ended December 31,
2015 (2014 - $164,873). As of December 31, 2018ulssidiary of the Company has refundable
investment tax credits receivable totaling $186,9P@cember 31, 2014 - $771,782), and non-
refundable investment credits receivable totali@$%F986 (December 31, 2014 - $1,056,042) which
expire according to the schedule below:

December 31, 265 December 31, 24
202¢ $ - $ 212,84t
203( 94,19¢ 161,19¢
2031 288,10: 288,10:
203: 327,73t 327,73t
203¢ 31,28¢ 31,28¢
203¢ 23,13¢ 34,87¢
203t 55,53( -
Total $ 819,98t $ 1,056,04

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
2015 2014
Inventory held for resa $ 680,59 $ 582,62
Inventory held as service stc 308,94¢ 307,79¢
Total $ 989,54 $ 890,416

For the year ended December 31, 2015, the Compgmgnsed $4,327,284 (2014 - $4,146,595)

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 ended Decembef@15 the Company wrote refurbished service
stock down by $100,742 (2014 - $5,399).
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Notes to the Consolidated Financial Statements
December 31, 2015 and 2014

(in Canadian dollars, except as noted)

8. PROPERTY PLANT AND EQUIPMENT (“PP&E")

Accumulate
amortization an Net bool
Cos impairmen value
December 31, 25
Office furniture an fixtures $ 124,87: $ 107,38 $ 17,49
Computer equipme 504,76 473,89¢ 30,87:
POS & ATM equipmer 15,212 7,097 8,11¢
Vehicles 395,118 253,54 141,57¢
Leasehold improvemer 55,12¢ 50,61: 4,517
Total $ 1,095,100 $ 892,528 $ 202,572
December 31, 24
Office furniture an: fixtures $ 116,25( $ 88,29 $ 7,95¢
Computer equipme 473,02t 431,62¢ 41,40(
POS & ATM equipmer 12,57¢ 4,361 8,217
Vehicles 395,117 200,82: 194,29!
Leasehold improvemer 53721 42 ,33: 11,38¢
Total $ 1,050,691 $ 767,434 $ 283,257
The following is a reconciliation of the net boakive for PP&E:
Accumulate:
amortization and Net book
Cost impairment value
Balance - December 31, 2013 $ 984,339 $ 694,027 $ 290,312
Acquisition olPP&E 80,92« - 80,92
Disposition of PP&I (29,745 (24,792 (4,953
Amortization of PP&l - 92,21} (92,215
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
Acquisition of PP&t 10,00« - 10,00¢
Amortization of PP& - 9292t (92,925
Translation adjustme 34,40 32,16¢ 2,23¢
Balance- December 31, 205 $ 1,095,10( $ 892,52 $ 02,57
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9. INTANGIBLE ASSETS

Accumulate:
amortization and Net book

Cost impairment value

December 31, 2015
Technology assets $ 5,116,200 $ 4,745,260 $ 370,940
Trade name 1,007,640 471,540 536,100
Customer relationships 7,360,727 5,794,971 1,565,756
Non-compete agreements 275,407 275,407 -
Revenue sharing agreement 743,666 743,666 -
Development backlog 50,000 50,000 -
Computer software 415,629 412,419 3,210
Total $ 14,969,269 $ 12,493,263 $ 2,476,006

December 31, 24
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

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

Accumulate:
amortization and

Cost impairment Net book value

Balance - December 31, 2013 $ 13,158,076 $ 9,332,286 $ 3,825,790
Amortization - 1,042,711 (1,042,712
Acquisition of TMC(Note ?) 728,00( - 728,00(
Acquisitior 44,18t - 44,18t
Translation adjustme 279,80t 176,89¢ 102,91(

Balance - December 31, 2014 $ 14,210,072 $ 10,551,896 $ 3,658,176
Amortization - 1,373,21 (1,373,21)
Acquisitior 4,05€ - 4,05¢
Translation adjustme 755,14 568,15! 186,98¢
Balance- December 31, 205 $ 14,969,26¢ $ 12,493,26. $ 2,476,000
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10. GOODWILL

(@) Goodwill by reportable segment and CGU

Net Book Valui Impairment

Before Impairment Loss Net Book Value

December 31, 2(5
POS Segment
DirectPOS CGL $ 1,580,220 $ 1,562,67 $ 17,54
Indirect POS CGl! 3,720,04 - 3,720,04
Paymnts Middleware CG! 562,64¢ - 562,64t
Sub-total $ 5862918 $ 1,562,67 $ 4,300,243
Payments Segment
Payments CG 2,161,81. - 2,161,81.
Sub-total 2,161,81: - 2,161,81.
Total $ 8,024,73. $ 1,562,67 $ 6,462,05

Net Book Value Impairment

Before Impairment Loss Net Book Value

December 31, 24
POS Segment
DirectPOS CGL $ 1580,22 $ - $ 1,580,22.
Indirect POS CGl! 3,118,22! - 3,118,22!
Payments Middleware CC 562,64t - 562,64t
Sub-total $ 5,261,098 $ - $ 5,261,098
Payments Segment
Payments CG 2,161,81. - 2,161,81
Sub-total 2,161,813 - 2,161,813
Total $ 7422911  $ - $ 7,422,911

(b) Reconciliation of Goodwiill

Net Book
Value
Balance — December 31, 2013 $ 6,600,883
Acquisition of TMC Note 3) 562,64t
Translation adjustme 259,38
Balance — December 31, 2014 $ 7,422,911
Impairmeni[Note 1((c)] (1,562,675
Translation adjustme 601,82(
Balance — December 31, 2015 $ 6,462,056
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POSERA

10.

GOODWILL (continued)

(¢) Impairment

During the year ended December 31, 2015, the Coynpasessed an impairment of
$1,562,675 of the Goodwill allocated to the DirB@S CGU in the POS Segment, because
of the deterioration in the higher of the valueig® and fair value less costs to sell. This was
primarily the result of a downward revision in tl&U’s revenue growth and earnings.
The recoverable amount of the CGU was determindukt$346,000, being the fair-value
less costs to sell. The key assumptions utilizedaloulate the higher of value in use and
fair value less costs to sell are detailed belokis Tmpairment is included in the operating
expenditures in the consolidated statements ofatipes.

(d) Key Assumptions

The following key assumptions were used in caldudathe higher of value in use and fair value
less costs to sell by CGU as at December 31, 2B&5Jate of the Company’s impairment testing:

PAYMENTS
POS SEGMENT SEGMENT
Payment:
Direct POS Indirect POS  Middleware Payments
CGU CGU CGU CGU
Terminal earnings growl
rate (i) 0% 3% 2% N/A
After-tax discount rate (ii) 15% 15% 13% N/A
Residual multiple (iii) N/A N/A N/A 30 months
® Earnings were extrapolated using a constamittyr 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
(i) Residual multiple was estimated based uporassessment of marketability and
condition of the residuals.

For the Indirect POS CGU, the higher of value-se-and fair value less costs to sell exceeded the
carrying value by $294,000. The Direct POS CGUByag value was written down to the higher
of value-in-use and fair value less costs to sgltl as such exceeds the carrying value by $Nil. See
below for the resulting impairment, or additionalpairment, by CGU, if any, as a result of the
specified change to the key assumptions abovegplation.

Payment:
Direct POS Indirect POS  Middleware Payments
Change CGU CGU CGU CcGU
Reduction of 2% (i) $60,000 $250,000 $SNil N/A
Increase of 1% (i)  $30,000 $120,000 $Nil N/A
Decrease of 25% (iii) N/A N/A N/A $Nil
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11.

12.

13.

BANK INDEBTEDNESS

As at December 31, 2015, the Company through lisidiary Posera Software, has a revolving line
of credit of $Nil (2014 - $207,103), of an availal$500,000 (2014 - $500,000). The available
credit facilities relate to $200,000 (2014 - $2@@Pas an operating line of credit and $300,000
(2014 - $300,000) to finance investment tax creditsese facilities bear interest at the Canadian
bank prime rate plus 2.50%, with an effective iagerate of 5.50% (2014 — 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 $186,92014 - $771,782). Additionally, the facilities
have a first ranking $1,000,000 (2014 - $1,000,00@yVing 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 creditssera Software must meet certain non-IFRS
measures including Working Capital, EBITDA, Net Giée Worth and Debt ratios. As at
December 31, 2015 the Company is in full complianith these covenants.

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

December 31, 26 December 31, 24

Trade payablesNote 18) $ 1,684,49: $ 1,559,72(
Accrued charge 1,710,36¢ 1,482,382
Total accounts payable and accrued liabilitie $ 3394,86: $ 3,042,10
PROVISIONS
Provision for
income tax and Provision for
information return restructuring
penalties obligations Total
Balance- January 1, 201« (i) $ 210,000 $ - $ 210,000
Paymer (34,549 - (34,549
Translatin 31,77 - 31,77
Balance — December 31, 2014 $ 207,224 $ - $ 207,224
Addition (ii) - 375,00( 375,00t
Translatiol 39,99 - 39,99/
Balance — December 31, 2015 $ 247,218 $ ,606 $ 622,218
® During the year-ended December 31, 2012 Ciimpany became aware that certain

income tax and information returns were past-dugicivmay 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.

(i) During the year-ended December 31, 2015,Gbmpany assessed a provision in
relation to certain restructuring obligations, gm@ount and timing of which is not
certain.
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POSERA

14. NOTES PAYABLE
Carrying Value
December  December
# Details 31, 2015 31, 2014
Loan from prior Posera shareholders, with a nomamal effective interest ra
1 of 5.00%, with monthly installments of USD $33,6&%luding interest, 17,380 277,193
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, wiibnthly installments of
USD $33,633 including interest, with a pause inrpagts 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
2 expired unexercised. The convertible debentureesured with the Posera 402,234 497,709
assets source code, all recodes, accounts, modgyaceeds derived from the
source code and any part thereof; which, as at meee 31, 2015 have a
carrying value of $Nil (2014 - $286,222). Duringthear-ended December 31,
2015, the principal amount was reduced by $Nil £0%$292,947) as a result
of certain indemnity agreements.
Series | 2014 Unsecured Convertible SubordinatdzeBieires, with a princip:
amount of $1,500,000, issued with a discount ofO§130, with a nominal
3 interest rate of 10.25%, and an effective interatst of 20.77%, due on January 1,353,442 1,239,298
15, 2017, and convertible at $0.45 until January 2B16 and $0.60 until
January 15, 2017 [Note 17(c)].
Term Promissory Note from prior TMC shareholderghva niminal interes
4 rate of 0.00%, and an effective interest rate &@0%. The principal of i 737 005
$750,000 is repayable in three monthly instalmeft$250,000 commencing '
January 31, 2015.
Total Notes Payable 1,773,056 2,751,205
Current portin of tre Notes Payah 419,61«  1,165,96"
Long-term portion of the Notes Payable $1,353,442 $1,585,238
Fair Value
# December 31, 2015 December 31, 2014
1 17,38: 273,09:
2 408,29: 497 ,47:
3 1,516,59( 1,499,87.
4 - 737,00:
Total $ 1,942,263 $ 3,007,440
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14. NOTES PAYABLE ¢ontinued)

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

December 31, 2015 December 31, 2014
2015 - 1,371,996
201¢ 597,72 521,66:
2017 1,519,01; 1,519,01:
2018 and therealr - -
Sub-total 2,116,73! 3,412,66¢
Less: Intere: (343,679 (661,46
Total $ 1,773,056 $ 2,751,205

For the year ended December 31, 2015, interesnsepaf $335,186 (2014 - $331,508) was
recorded in the consolidated statements of operatiorelation to notes payable.

15. VEHICLE LOANS AND CAPITAL LEASES

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

Yeal Decenber 31, 205 December 31, 24
201¢ $ - $ 68,32¢
2016 55,99¢ 53,551
2017 78,412 78,412
201¢ 9,36: 9,36:
201¢ 4.67¢ 4,67¢
148,44 214,33(
Less: Itteres (9,109 (19,230
$ 139,343 $ 195,100
Shor-Term Portiol 47,157 58,201
Lona-Term Portion $ 92,186 $ 136,899

The Company makes monthly loan and capital leagmeats of $5,558 (2014 - $5,558), which
includes interest payments. The security providedHe loans and capital leases is the acquired
vehicle related to that specific loan. Interestenge of $10,126 (2014 - $13,873) related to
vehicle loans and capital leases was recordeckindhsolidated statements of operations.
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16. 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

2015 2014
Deferred tax recovery originated in current $ (03,61) $ (143,45)
Recognition of previously unrognized deferred tax - (76,210
Total $ (503,61) $ (219,66

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, 2014 $ 691,648 $ (655,000) $ (771,000) $ (8,000) 7$0d0 $ (695,352)

Deferred income tax recovery

(expense) (107,053) 105,000 260,716 (40,000) 1,000 219,66:

Acquisitions (Note 3) 127,790 - (192,000) - (22,900 (76,210)

Exchange differences 5,900 - (28,716) - - (22,816)
Balance — December 31, 2014 $ 718,285 $ (550,000) (731,000) $ (48,000) $ 36,000 $ (574,715)

Deferred income tax recovery

(expense) (146,389) 165,000 416,000 39,000 080,0 503,611

Exchange differences 57,215 - (103,000) - 1,000 (44,785)
Balance — December 31, 2015 $629,111 $ (385,000) (418,000) $ (9,000) $ 67,000 $ (115,889)

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

follows:
Decenber Decembe
31, 2015 31, 2014
Deferred income tax liabilities to be settled aftex next fiscal yei  $ (115,889 $(650,92)
Deferred income tax assets to be settled aftendRefiscal yee - 76,21(
Total $ (115,889) $ (574,715)
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16. INCOME TAXES (continued)

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

2015 2014

Tax recovery at statutory rate of pa 26.50 ¥ 26.50 ¥
Effect of foreign operatiol 2.2¢ (1.26)
Weighted average statutory tax rate 28.78 25.24
Permanent differenc (11.89) (3.37
Effect on deferred tax expense from changes imatet 0.1C 0.0¢
Filing adjustment (0.95 5.12
Current year losses and deductible temporary diffegs fo
which no deferred tax asset was recognized (16.97) (10.36)
Recognition of previously unrecognized deferredasset - 3.28
Gain on expired warrant charged directly to ec (0.17 -
Othel 0.0 0.6C

(0.95%) 20.57 %

The weighted average statutory tax rate was 28.(8¥4 — 25.24%), which varied largely as a
result of a higher proportion of the loss beingnedrin jurisdictions with higher marginal rates
compared to the prior year.

Non-capital losses

No deferred tax has been recorded in respect #stments in foreign subsidiaries, as there are no
anticipated distributions or transactions in theeéeeable future. The company has not recognized
the deferred tax asset relating to a $488,713 (2b657,513) intangible asset deductible temporary
difference. In addition, the Company has non chpisses available for carry-forward to reduce
future years’ income for tax purposes, which, iused, will expire as follows in the respective

jurisdictions:
December 31, 265

Canads United Sate: Franc:
202¢ $ 2,0C $ - $ -
202¢ 42,00( - -
203( 31,00¢( - -
2031 1,00( - -
203z 398,00 246,00( -
203¢ 674,00! 16,00( -
203¢ 987,00 - 73,00(
203t 2,516,00! 103,00( 30,00(

$ 4,651,000 $ 365,000 $ 103,000
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POSERA

16. INCOME TAXES (continued)

December 31, 2(4

Canade United State Franci

202¢ $ 8,0C $ - $
202¢ 42,00( -
203( 31,00( -
2031 1,00( -
203: 398,00( 226,00(
203: 674,00( 11,00(
203/ 1,349,00 -

$ 2,503,000 $ 237,000 $

17. SHARE CAPITAL
(a) Authorized and issued

Authorized

An unlimited number of voting common shares withpao value.

Common Shares Issued

Number of
Common
Shares $

Balance — January 1, 2014

59,343,087 53,319,143

Non-cash issuance upon acquisition (Note3) @ 2,418 330,734
Issuance costs - cash ® - (6,815)
Exercise of stock compensation (i) 31,000 13,020
Balance — December 31, 2014 61,521,705 53,656,082
Issued for cash consideration (i) 14,316,000 3,579,000
Issuance costs — cash (i) - (272,928)
Issuance costs — warrants (i) - (80,133)
Balance — December 31, 2015 75,837,705 56,882,021
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17. SHARE CAPITAL (continued)

0] As disclosed in Note 3, on December 31, 2014, @mwmmpany completed the
acquisition of TMC. As part of the purchase prite, Company completed a non-cash
issuance of 2,147,618 Common Shares, which aredutyj a 24-month hold period.
The fair value of the Common Shares with a 24-mdwolld period was estimated to be
$0.15 per share, and the Company incurred $6,8&5iance costs.

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

(i) On April 27, 2015, the Company issued a tofal4,316,000 Common Shares at a
price of $0.25 per share for gross proceeds of 7B30®0 (the “Offering”). POSERA
paid a finders’ fee equal to 7.0% on $3,191,00@hef Offering’s gross proceeds,
together with finders’ warrants to acquire 893,480mmon Shares in the Company.
The finders’ warrants are exercisable for a pedbtivo years at an exercise price of
$0.40 per Common 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 officengcthirs, employees and consultants. The
maximum number of Common Shares that may be redeiveissue under the Old Plan is
2,000,000 Common Shares. Options under the Ol \Riat over various periods from the date of
the granting of the option. All options granteddanthe 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 bempany. The majority of options granted
under the Old Plan were granted to former execsitbféhe Company.

On September 20, 2011, the shareholders of the @wmynapproved a new stock option plan (the
“Plan™). The Plan has a rolling maximum number @n@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 totamibver 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 grantiithe option. All options granted under the Plan
that have not been exercised within ten yearsefytnt will expire, subject to earlier termination
if the optionee ceases to be an officer, diregoployee or consultant of the Company. The Plan
was reapproved on June 18, 2014. The Plan waseehtacencourage ownership of the Company's
Common Shares by its key officers and directorglepees and consultants.

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

Page 31 of 42



POSERA — HDX Ltd. pOSERA

Notes to the Consolidated Financial Statements
December 31, 2015 and 2014
(in Canadian dollars, except as noted)

17. SHARE CAPITAL (continued)

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

December 31, 2015 December 31, 2014
Weighted Weighted
Average Average
Number Exercise Number Exercise
Outstanding Price Outstanding Price
Options outstanding, beginning of the year 4,759,42 $ 0.32 3,773,605 $ 032
Granted — employees and directors - - 1,165,500 20.3
Exercised — employees and directors - - (31,000) 250.
Expired — employees and directors (1,351,704) 0.41 (148,681) 0.25
Options outstanding, end of the year 3,407,720 $ 0.29 4,759,424 $ 0.32
Options exercisable, end of the year 3,407,720 $ 29. 4,622,924 $ 032

The following table summarizes information abouti@ms outstanding as at;
December 31, 2015

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 1.46 0.25 1,604,656 0.25
0.28 250,000 1.50 0.28 250,000 0.28
0.32 1,165,500 3.30 0.32 1,165,500 0.32
0.34 387,564 0.70 0.34 387,564 0.34
3,407,720 2.01 $0.29 3,407,720 $0.29
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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17. SHARE CAPITAL (continued)

Of the options outstanding as at December 31, 22%6,000 options with an exercise price of
$0.28 (2014 - 250,000), of which 250,000 (2014 -0,@80) are exercisable, are consultant

compensation options.

For the year ended December 31, 2015, the Compmognized an expense of $18,181 (2014 —
$273,275) for the vesting of options issued todoes, officers, and employees, which is included

in Operating Expenses.

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

December 31, 2015

Year ende
December 31, 2014

Risk-free rate of retu 1.61%
Expected volatility (i 104%
Dividend vyielc -%

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

1.61%
104%

-%

5 year
0-5%

(i) The Company estimated the expected volatilityhe 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 contribdtsurplus.

Balance January 1, 2014 $ 6,782,106
Issuance of convertible debenture (Nc4) 92,00(
Stock based compensat 273,27!
Exercise of stoc basei compensatic [Note 17(a)] (5,270

Balance December 31, 2014 $ 7,142,111
Expiry of warrans [Note 17(d) 36,13’
Stock based compensat 18,18:

Balance December 31, 20: $ 7,196,42¢
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17. SHARE CAPITAL (continued)

(d) Warrants
The warrants outstanding are as follows:

December 31, 265 December 31, 2(4
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 $ 2,092
Outstanding share purchase warrants to purchase
Common Shares at $0.45 per share. The warrants
expire on December 6, 2015 - - 177,533 4,045
Outstanding share purchase warrants to purchase
Common Shares at $0.40 per share. The warrants
expire on April 27, 2017 (i) 893,480 80,133 - -

Total 893,480 $ 80,133 582,533 $ 3,137

(i) The value of the warrants was estimated utitizan expected volatility of 69.37%, an expected
life of 2 years, and a discount rate of 1.65%.

(e) Loss per share

The Company uses the treasury stock method of leilog the dilutive effect of options and warrants
on loss per share. Stock options, consultant cosgi®n options, 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 and consulta
compensation options Note 17(b) Note 17(b) 3,40¥,72 - 3,407,720
Convertible
Debenture Note 14 Note 14 3,333,333 3,333,333
Warrant: Note 17(d Note 17(d 893,48 - 893,48

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

(in 000's) December 31, 2015 December 31, 2014
Basic weighted average number of shi 71,22~ 59,36:
Dilutive impact of ir-the-money option - -
Dilutive weighted average number of shares 71,225 59,361
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18.

RELATED PARTY TRANSACTIONS

On September 25, 2015 Mr. Paul K. Howell steppedrdas Chief Executive Officer (“CEO”) of
POSERA. Mr. Howell remains on the Company's BaafrBirectors.

POSERA recognized revenue from a company contrddie@OSERA’s former CEO and current
director, during the year ended December 31, 20l%e amount of $48,153 (2014 - $41,346).
Additionally, POSERA recognized operating experasd purchased products of $305,321 during
the year ended December 31, 2015 (2014 - $291/268) a company controlled by the former
CEO and current director. All transactions wereeagrupon by the parties and were completed at
the exchange amount. As at December 31, 2015, PASER a receivable position of $33,390
(December 31, 2014 - $30,896), and a payable of $98 (December 31, 2014 - $97,299), which
will be settled between the related parties inrthiemal course of business.

During the year ended December 31, 2015, the @agpeceived legal fees and disbursement
invoices totaling $128,610 (2014 - $135,343), frlaw firms for which a director of POSERA is
and/or was a partner. As at December 31, 2015Ctrmpany has a payable position of $52,115
(December 31, 2014 - $112,075) which will be sdtteetween the related parties in the normal
course of business.

This director is partner at a law firm POSERAIimék and previously, this director was a partner of
another law firm that POSERA utilizes. As the dioecno longer has an equity interest in the
previous law firm, POSERA has not included the pégmto the former law firm as a related party
transaction at December 31, 2015, but POSERA fegdead expenditures incurred for the period
that the director was a partner at each respefitive

Compensation of key management

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

Year ende Year ende
December 31, 2015 December 31, 2014

Salaries and sh«term employee benef $ 1,104,84! $ 1,051,8C
Sharebased paymer 37,79% 248,51:
Total $ 1,142,64. $ 1,300,31

The salaries and short-term employee benefits xgrensed as occurred, whereas the share-based
payments are recorded at the date of grant anchegdeover the vesting period to the Consolidated
Statements of Operations and Comprehensive Loss.Cimpany granted Nil options during the
year-ended December 31, 2015 (2014 — 990,000)rextdis in place of cash compensation for
directors fees earned for fiscal 2015 and 2014.
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19.

20.

FINANCIAL INSTRUMENTS

The fair value of the financial assets and liaie#it excluding notes payable approximate their
carrying value as at December 31, 2015 and Dece®be014. The fair value of the note

payables is disclosed in Note 14, 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 daterthwith 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, 2015 (December 34 20D.00%). Changes in assumptions could
materially affect estimates. The Company's findringtruments have been summarized below:

December 31 December 31
2015 2014

Financial asse
Loans and receivabl $ €,334,09! $ 6,436,27
Financial liabilitie:
Fair value through profit and Ic - -
Other financial liabilitie 5,307,26. 6,195,511

FINANCIAL RISK FACTORS

The Company's risk exposures and the impact on Gbenpany's financial instruments are
summarized below.

a) Credit risk

Credit risk is the risk of loss associated with @urterparty’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 of9%326 as at December 31, 2015 (2014
$4,555,357). 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, 2015, trade
receivables of $1,334,843 (December 31, 2014 -68]1770) were current and not impaired,
$2,258,111 (December 31, 2014- $1,839,413) weré¢ gas but not impaired and $97,151
(December 31, 2014 - $144,900) were impaired.
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POSERA

20. FINANCIAL RISK FACTORS ( continued)

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

receivables:
December 31  December 31
2015 2014

Balance — Beginning of year $ 144,900 $ 1083

Receivables written off as uncollecti (104,519 (58,619

Net provision for impairme! 51,68¢ 95,13(

Translatiol adjustmer 5,07¢ -
Balance — End of year $ 97,151 $ 144,900
Accounts receivabl- gros: 3,690,105 3,257,571
Accounts receivable — net $ 3,592,954 $ 3,112,671

b) Liquidity risk

The Company's approach to managing liquidity réstoiensure that it will have sufficient liquidity
to meet financial obligations when due throughquic monitoring of working capital balances.

As at December 31, 2015, the Company had a caahdmbf $1,702,972 (2014 - $1,442,686) and
other current assets of $5,071,757 (2014 - $5,889,8 settle current liabilities of $6,319,024
(2014 - $6,265,323). All of the Company's curreimaicial liabilities have contractual
maturities that range between 30 and 90 days amdsanject to normal trade terms excluding
vehicle loans and notes payable disclosed separateMote 14 and Note 15 respectively. The
following are the commitments to be settled in ca3ihe amounts presented represent the future
undiscounted principal and interest cash flows, thedefore do not equate to the carrying amounts

on the consolidated statement of financial position

2020 and
2016 2017 2018 2019  thereafter  Total
Accounts payable and accrued liabilities (Note 12)3,394,862 - - - - 3,394,862
Income taxes payable (Note 16) 52,057 - - - - 52,057
Vehicle loans and capital leases (Note 15) 55,996 78,412 9,363 4,676 - 148,447
Provisions (Note 13) 622,218 - - - - 622,218
Note payable (Note 14) 597,7231,519,012 - - - 2,116,735
Operating leases 385,128 279,926 8,195 - - 673,249
Total $ 5,107,984 $1,877,350 $17,558 $ 4,676 $ Nil $7,007,568
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20. FINANCIAL RISK FACTORS ( continued)
¢) 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-batebtgThe Company holds cash and cash
equivalents in deposit with certain Canadian ancpean financial institutions. The Company
also holds notes payable, with largely fixed insereates. 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 iiakeis 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 Nate 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 decrease net income by $39,000e(dbker 31, 2014 — $62,000 increase), and
increase comprehensive income by $91,000 (Decel®be014 - $70,000 decrease). The
Company has elected to not actively manage thissxe at this time.

A $0.05 strengthening of the CDN dollar comparedthte GBP pound, holding all other
variables constant, would decrease net income h@0®4(December 31, 2014 - $1,000
decrease), and decrease comprehensive income h§o$l@december 31, 2014 — $10,000
decrease). The Company has elected to not activehage this exposure at this time.

A $0.05 strengthening of the CDN dollar comparedtite EUR euro, holding all other
variables constant, would decrease net income 8088 (December 31, 2014 —$3,000
increase), and decrease comprehensive income hp®b8December 31, 2014 - $14,000
decrease). The Company has elected to not activehage this exposure at this time.
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21. EXPENDITURES BY NATURE

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

Presentation by Nature December 31, 2(5 December 31, 2(4
Salaries, wages and other employee beniNote 6 $ 12,126,32 $ 10535,21:
Changes in inventories of finished go(Note 7) 4428,02¢ 4,330,49!
Impairment Note 10 1,562,67 -
Amortization Notes 8 and ¢ 1,466,13 1,134,922
Outside sale 1,352,61. 1,214,30!
Professinal and regulatory fe 1,271,58 978,10°
Travel, vehicle and meals and entertainr 975,91 928,65¢
Ren 843,58: 801,08(
Office and utilitie: 731,91: 854,54
Advertising and promotic 531,38: 392,57-
Outside servic 193,93( 221,04¢
Insuranc 88,31¢ 86,39’
Bad dek 50,58" 89,35!
Stoclk-based compensati(Note 17(b,c) 18,18( 273,27!
Other expenditure 260,94 197,73:
Total $ 25,902,150 $ 22,037,702
Presentation by Function

Cost of inventor $ 4,428,0z $ 4,330,4¢
Technolog 2,046,62! 1,721,06¢
Operations and supp 5,743,49 5,388,02.
Sales and marketil 5,660,25. 5,069,08:
General and administrati 5,798,56. 5,529,03.
Restructurin (Note 25 662,51: -
Impairment of asse (Note 10 1,562,67 -
Total $ 25,902,150 $ 22,037,702

Certain comparative figures within office and it have been reclassified to changes in
inventories of finished goods to conform to therent year’s financial statement presentation.
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POSERA

22. 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 reducedcibst of capital.

In order to maintain or adjust the capital struetithe 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@ditijpn. Total equity is the equity of the
Company in the consolidated statements of finang@aition. As disclosed in Note 11, the
Company is subject to certain externally imposgatabcovenants related to bank indebtedness.

The debt to equity ratios as at December 31, 2883 cember 31, 2014 were as follows:

December 31

December 31

2015 2014
Total Deb
Notes payabl $ 1,773,05¢ $ 2,751,20
Vehicle loans and capital lea 139,34: 195,10(
Bank indebtedne - 207,10:
Total Debt $ 1,912,399 $ 3,153,408
Equity
Equity $8,910,36 $10,462,35
Total Equity $ 8,910,367 $ 10,462,356
Debt to Equity Ratio 21.46% 30.10%

23. CHANGES IN WORKING CAPITAL ITEMS

December 31, 25

December 31, 24

Accounts receivab $ (431,91 $ 806,39:
Investment tax credits and investment cre

receivable (Note 6) 820,767 164,656
Income taxe (Note 16 45,24« (311,171
Lease receivab 21,90¢ (5,509
Inventory (76,924 (70,660
Prepaid expenses and depc 15,951 14,66"
Accounts payable and accrued liabili 298,88t (374,92()
Provisions (Note 1. 375,00( -
Deferred revere 184,49: (451,848
Total $ 1,253,405 $ (228,394)
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24.

SEGMENTED INFORMATION

The Company is divided into two reportable segmeRtant of Sale (“POS”) and Payments. The
POS segment focuses primarily on selling, instgliemd servicing POS hardware and software
directly to end-users and on developing, licensidigtributing and marketing POS software
indirectly through a dealer network. The Paymerdggnegent focuses primarily on selling and
installing payment processing hardware and reaqympiayment processing services for credit and
debit cards. The accounting policies of the segmarg the same as those described in the summary
of significant accounting policies. The Companylastes performance based on the profit and loss
from operations before income taxes, amortizatioerest, realized and unrealized foreign
exchange gains or losses, other gains or losse®thrd comprehensive income. The Company
manages each segment separately and managemasttanhé of the acquisitions were retained.
Certain segmented information relating to Goodisifprovided in Note 10.

Disclosure by Segment

Operating(lossprofit for theyeal

Revenue for the year ended ended’
December 3: December 3: December 3. December 31
2015 2014 2015 2014
PO¢ $ 16865,68. $ 16,744,43 $ (353,17) $ 397,73
Paymers 3,887,19: 3,370,01 (235,785 (274,783
Total $ 20,752,875 $ 20,114450 $ (588,958) $ 122,948

(i) Operating (loss)profit is earnings before cogie headquarters operating expenditures, inte@stings and

expense, taxes, amortization, impairment and fareighanges losses and gains.

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

December 31, 2(5 December 31, 24
Total segmented operatii(loss profit $ (588,95) $ 122,94
Corporate headquarter operating expendi (1,531,505) (911,273)
Other nin-operating expenditur (3,446,71)) (1,072,19)
Net Loss $ (5567,179) $ (1,860,518)
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24, SEGMENTED INFORMATION (continued)

Total
POS Payments Consolidated
December 31, 2(5
Total Asset $ 13531,14 3,259,76. $ 16,790,908
Total Liabilities $ 7,069,25! 811,28: $ 7,880,541
December 31, 24
Total Asset $ 15,456,65 3,644,08: $ 19,100,741
Total Liabilities $ 7,995,86! 642,51t $ 8,638,38

Disclosure by Territory

Operating(lossprofit for theyeal endet
Revenue for the year ended @

December 31 December 31

December 31, 2015 December 31, 2014 2015 2014
Canad $ 13.728,34: $ 14,314,34 $ (50,45C $ 542,66
USA 3,581,68¢ 3,244,97. (770,27)) (488,895
Europ 3,136,75t¢ 2,261,041 231,76: 69,18:
Asia and othel 306,09: 294,08 - -
Total $ 20,752,875 $ 20,114,450 $ (588,958) $ 122,948

(i) Operating profit is earnings before corporagadiquarters operating expenditures, interest eggrand expense,
taxes, amortization, impairment and foreign exclearigsses and gains.

Canad USA Europ Total
December 31, 25
Total Asset $10,752,08 4,760,56! 1,278,25 $16,790,90
Total Liabilities $ 6,881,31 612,46: 386,76! $7,880,541
December 31, 2(4
Total Asset $13,716,11 4,516,43! 868,19( $ 19,100,741
Total Liabilities $ 7,324,95 1,015,772 297,65 $8,638,385

25. SUBSEQUENT EVENTS

(&) On January 1, 2016 Posera-HDX Ltd. amalgamated itgitivholly-owned subsidiaries Century
Cash Register Inc. and Posera-HDX Scheduler Ing.imuplemented a name change to form
Posera Ltd. which is the Consolidated parent ofjtioep.

(b) Subsequent to year-end, the Company continuededisucturing efforts. The Company has

incurred subsequent additional restructuring ctergéated to severance, corporate alignment
and product and process streamlining, in the amofu®641,000.
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