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CEO Letter to Shareholders

May 21, 2026

Dear Fellow Shareholders,

Fiscal 2026 tested the thesis we spent the past several years building. I asked you to judge us on Recurring 
revenue growth and Free Cash Flow and neither moved in the direction I wanted. I was transparent about the 
reasons: a single contract loss that stepped down Recurring revenue in Q2, slower discretionary technology 
spending by our customers, and acquired businesses still early in advancing their profit margins. 

That transparency did not make the results easier to absorb, and I do not expect it to substitute for performance. 
Even against this backdrop, fiscal 2026 proved to be an important year for CMG.

Organic Recurring revenue: the commitment I made

In Q2, I said we expected to return to positive year-over-year organic Recurring revenue growth in Q4, and we 
delivered with 5% growth. I want to outline what drove it because understanding the “why” behind Q4 is essential 
to reading the quarters ahead correctly.

First, our multi-year software agreement with Shell, signed in November, began to contribute. That agreement 
converted years of collaboration on professional services into a long-term software partnership, affirming the 
strategic value of our simulation software and entering us into a new phase of collaboration. 

Secondly, Sharp delivered a strong fourth quarter with continuous growth and contract renewals. I am encouraged 
by both the customer traction, and the strategic role Sharp is increasingly playing within our seismic portfolio. The 
business continues to validate our thesis that focused, technically differentiated acquisitions can strengthen 
CMG's position in adjacent subsurface workflows.

Investors should understand that the accounting treatment of those contracts causes more revenue to be 
recognized in Q4 and less in Q1 through Q3. That creates seasonality in our reported results, particularly in the 
fourth quarter. I have said before that the annual lens, not the quarterly one, is the right way to evaluate this 
business. That is especially true now. The key point is not the quarter itself; it is that the underlying contracts are 
meaningful and aligned with the kind of recurring software business we are building.

What we executed in a difficult year

When I joined CMG in 2022, one of my passions was rethinking how we build products. For most of CMG’s 
history, product development began with a hard scientific problem. We are a company of exceptional scientists 
and engineers, and solving hard problems is something we do better than anyone. But solving hard problems and 
solving the right problems are not always the same thing.

Over the past several years, we have become far more disciplined about where we invest development dollars. 
We are pursuing those projects with a clear commercial path and a defined role in our customers workflows.

That discipline is visible in ShaleSim, a product we expect to officially launch in the coming months. We know that 
activity across unconventional assets continues to expand, not only in the US Permian Basin, but increasingly in 
Argentina, the Middle East, and other emerging shale developments globally. At the same time, customers are 
looking for more integrated workflows that connect fracture design, reservoir behavior, and production forecasting. 
ShaleSim extends our simulation capabilities into hydraulic fracture and unconventional completion modeling, 
creating exactly that connected experience. ShaleSim reflects an organizational shift in how we prioritize product 
development, one with implications well beyond any single product release.
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On the capital side, fiscal 2026 was a year of building. In August, we reduced the quarterly dividend, freeing 
approximately $13 million of annual cash flow for acquisitions, the cornerstone of our capital deployment strategy. 
In November, we finalized our first credit facility, giving us the capacity and flexibility to act decisively on 
acquisitions.

We completed two acquisitions, SeisWare in July and Rose Subsurface Assessment in March, each funded with 
cash and each bringing valuable technology and strong teams in areas adjacent to our core. And in July, we 
welcomed Vipin Khullar as CFO, deepening our financial leadership at a pivotal moment in our evolution.

Acquisitions

This past year, I described our acquisition pipeline as the most active in the company’s history, but closed deals 
have not kept pace with that description, and I understand how that gap reads.

Identifying and evaluating opportunities at our current volume requires creating the repeatable playbook and 
systems which we have been building in parallel with the pipeline itself. Continued development of our M&A 
capacity, including the people, the process, the diligence capability, is critical to advancing our strategy. As these 
investments mature, the conversion from pipeline to closed transactions should improve. I expect investors to hold 
us to that.

Welcoming Rose Subsurface Assessment

The acquisition of Rose was completed in the final weeks of our fiscal year. 

Rose’s partners and principal consultants have spent their careers at the intersection of subsurface science and 
high-stakes commercial decision-making. Their discipline, probabilistic risk assessment for exploration and 
development opportunities, is built on a foundation of expertise that takes decades to develop and cannot be 
replicated quickly, and they have developed software solutions that embed that expertise for their customers.

What excites me about Rose is not simply what the team brings to CMG, it is what CMG brings in return. Rose’s 
experts now have access to a portfolio of related technologies, a global commercial infrastructure, and colleagues 
across CMG, Sharp, Bluware, and SeisWare who are working on adjacent problems at the same scientific level. 
Rose strengthens the early workflow so that CMG can increasingly support our customers through the full journey 
from interpretation to modelling to forecasting to decision-making. This vision, which is the basis of our CMG 4.0 
Strategy, centers around delivering more of the critical technologies our customers rely on within an open 
ecosystem. I believe the combination makes us more indispensable inside our most important customer 
relationships. 

A Word on AI

No technology topic generates more discussion today than artificial intelligence, and understandably so. I am 
often asked whether AI will eventually replace full-physics reservoir simulation. My view is no.

Reservoir simulation is fundamentally different from many of the problems AI is naturally suited for. Our software 
does not simply predict outcomes; it enforces physics across highly complex subsurface systems where small 
errors can materially change development decisions and economic outcomes.

I expect that AI will revolutionize reservoir modeling, not by replacing engineers but by removing the friction 
around them. 

Today, too much expert time is spent building, cleaning, updating, and running complex models. AI could reduce 
those cumbersome steps dramatically, allowing engineers to spend more time on what really creates value: 
understanding uncertainty, testing development scenarios, and making better investment decisions.

I believe the future will not be AI versus physics or AI versus humans. I believe the winning model will be AI + 
physics + human judgment. AI accelerates the workflow, physics keeps the answer grounded in reality, and the 
engineer remains in the loop to challenge assumptions, validate results, and take responsibility for the final 
decision.

CEO Letter to Shareholders 2 Computer Modeling Group Ltd. 2026



Because at the end of the day, if a well fails or a project underperforms, the accountability is on the people and 
the company making the capital decision. That is why AI must become a decision-support system, not an 
unsupervised decision-maker.

CMG has, for years, used machine learning techniques within optimization and history matching workflows. And 
we acquired Bluware because we recognized that their flagship InteractivAI tool is a powerful application of 
human-in-the-loop approach to AI.

We see meaningful opportunity to further accelerate scenario screening, automation, and decision support using 
AI-driven approaches, but it will always be with the critical lens of bringing AI, physics, and human judgment 
together, not risking outcomes to apply AI where it isn't appropriate. Multiple initiatives are underway across CMG 
that are leveraging AI for rapid prototyping of new concepts, exploring surrogate modelling, accelerating and 
simplifying workflows, and greatly improving the user experience.

In closing

This May marks four years since I joined CMG. The strategy has not changed, and neither has my conviction. 
Long-term shareholders will know that I grew up playing cricket. Not every session in a test match is about 
scoring, the most important ones are often about holding your crease through a difficult period so the innings can 
continue. That is what this year required, and that is what we did. What I can tell you about Q4 is not just that we 
scored, but that the drivers behind it are real, the product of relationships and technology built over many years. 
The crease held because the foundation held.

The best sessions are still ahead, and I am committed to giving you reasons to share that certainty rather than 
simply asking you to.

None of this year’s accomplishments would have happened without our employees bringing their best through a 
demanding period: the contracts renewed, the acquisitions made, the products advanced. And to our customers, 
who continue to trust our software and our science with consequential decisions: that trust is the reason we do 
this work, and we do not take it lightly. 

Thank you for your continued support.

Sincerely,

Chief Executive Officer

This letter to shareholders forms an integral part of our Management's Discussion and Analysis (“MD&A”) and includes 
forward-looking information and forward-looking statements (together, "Forward Looking Statements") within the meaning of 
applicable securities laws, and measures that do not have a standard meaning prescribed by IFRS Accounting Standards, 
including the financial measures "Adjusted EBITDA", "Recurring Revenue", and "Free Cash Flow" to indicate financial 
performance. For detailed information on these Forward-Looking Statements, non-IFRS measures, and associated risks, 
please see the relevant sections in our MD&A dated May 21, 2026, accessible on SEDAR+ (www.sedarplus.ca) and our 
website (www.cmgl.ca/investors/financial-reports).
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Computer Modelling Group Ltd. announces its fourth quarter results for the three months and year ended March 31, 2026.

FOURTH QUARTER 2026 CONSOLIDATED HIGHLIGHTS

Select financial highlights

• Total revenue remained flat (5% Organic decline(1) and 5% growth from acquisitions) at $33.7 million;
• Recurring revenue(2) increased by 11% (5% Organic growth and 6% growth from acquisitions) to $26.9 million;
• Adjusted EBITDA(1) increased by 12% to $11.8 million; 
• Adjusted EBITDA Margin(1) was 35%, compared to 31% in the comparative period;
• Earnings per share was $0.07, a 17%  increase
• Free Cash Flow(1) increased by 25% to $8.7 million; Free Cash flow per share increased to $0.11 from $0.08

FISCAL 2026 CONSOLIDATED HIGHLIGHTS
Select financial highlights

• Total revenue decreased by 3% (13% Organic decline and 10% growth from acquisitions) to $126.2 million;
• Recurring revenue increased by 6% (6% Organic decline and 12% was growth from acquisitions) to $92.2 million;
• Adjusted EBITDA decreased by 18% to $36.1 million; 
• Adjusted EBITDA Margin was 29%, compared to 34% in the comparative period;
• Earnings per share was $0.21, a 22% decrease;
• Free Cash Flow decreased by 24% to $21 million; Free Cash flow per share decreased to $0.25 from $0.33.

(1) Organic growth/decline, Adjusted EBITDA, Adjusted EBITDA Margin and Free Cash Flow are not a standardized financial measures and 
might not be comparable to measures disclosed by other issuers. For more description see under “Non-IFRS Financial and 
Supplementary Financial Measures” heading.  

(2) Recurring revenue includes Annuity/maintenance licenses and Annuity license fee, and excludes Perpetual licenses and Professional 
Services. 

OVERVIEW

In fiscal 2026 we exited the year with a positive organic Recurring revenue growth in the fourth quarter, while also completing 
two acquisitions, closing a $100 million credit facility, and maturing the organizational infrastructure needed to deploy capital at 
greater scale. 

Total revenue declined 3% for the full year, as growth in Recurring revenue was more than offset by the expected decline in 
professional services. The professional services decline of approximately $5.4 million fell just below the $6–$7 million range 
provided at the end of fiscal 2025. Adjusted EBITDA for the year declined to $36.1 million, reflecting both the reduction in 
professional services and the impact of lower organic Recurring revenue through the first three quarters. Free Cash Flow 
declined to $21 million, impacted by lower funds from operations and by capital expenditures in the year that were elevated 
relative to our normal run-rate and are not expected to recur at the same level in fiscal 2027.

Fourth quarter Recurring revenue was supported by two primary factors. First, a multi-year simulation software licensing 
agreement with a major international operator, signed in November 2025, began to contribute revenue in the quarter. 
Secondly, Sharp Reflections delivered a strong quarter and the fourth quarter marked the first period in which Sharp 
contributed to Organic growth, having crossed the one-year ownership threshold on January 1, 2026. In both cases, the 
accounting treatment of the underlying contracts concentrates revenue recognition in the fourth quarter, when contracts are 
signed or renewed. 

During the year, the Company initiated a Normal Course Issuer Bid (NCIB). To date, a total of 4,760,700 common shares has 
been repurchased and cancelled under the program. Share repurchases under the NCIB were conducted opportunistically and 
represent a use of available cash separate from the Company's primary capital allocation priority of funding acquisitions. The 
Company's capital allocation strategy remains unchanged: to deploy 100% of Free Cash Flow into high-return opportunities, 
with a disciplined focus on acquisitions that expand the Recurring revenue base and enhance the potential for long-term cash 
flow generation.
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We expect positive organic Recurring revenue to be stable for Fiscal 2027, notwithstanding an expectation of negative organic 
Recurring revenue growth in the first quarter. The first quarter is expected to be the final quarter lapping the contract loss 
incurred in the second quarter of Fiscal 2026. Performance is expected to be weighted to the second half of the year, 
consistent with the seasonal pattern evident in fiscal 2026 in which approximately 55% of Recurring revenue was recognized 
in the third and fourth quarters of the fiscal year. 

Professional services revenue will reflect an approximate $6 million comparative headwind in fiscal 2027 relative to fiscal 2026. 
The decline is expected to be attributable to CoFlow related development funding that was recognized as professional services 
revenue during fiscal 2026 but ended in the third quarter, the continued planned reduction in non-core professional services 
activity at Bluware, partially offset by positive contributions from Rose Subsurface. It is a goal of the company to shift the 
revenue mix towards a higher percentage of software revenue and the reduction in professional services is a natural part of 
the shift.

We expect to make targeted investments in fiscal 2027 in two areas: scaling our M&A execution, integration, and shared 
services capabilities; and advancing product initiatives that we expect to drive long-term Recurring revenue growth. These 
investments are deliberate and tied to future growth potential. We do not expect them to result in a reduction in Adjusted 
EBITDA relative to fiscal 2026, as the benefit of organic Recurring revenue growth and continued acquisition contribution are 
expected to offset the incremental investment. We expect Free Cash Flow to improve year-over-year in fiscal 2027, reflecting 
both improvement in financial management and discipline and the non-recurrence of the elevated capital expenditures incurred 
in fiscal 2026.

SUMMARY OF FINANCIAL PERFORMANCE

Three months ended March 31, Year ended March 31, 
  ($ thousands, except per share data) 2026 2025 % change 2026 2025 % change
  Annuity/maintenance licenses  17,654  19,436  (9) %  76,581  77,525  (1) %
  Annuity license fee  9,275  4,728  96 %  15,629  9,280  68 %
  Recurring revenue(1)(2)  26,929  24,164  11 %  92,210  86,805  6 %
  Perpetual license  656  554  18 %  2,396  5,617  (57) %

  Total software license revenue  27,585  24,718  12 %  94,606  92,422  2 %
  Professional services  6,085  8,965  (32) %  31,583  37,024  (15) %

  Total Revenue  33,670  33,683  — %  126,189  129,446  (3) %

  Cost of revenue  5,556  6,749  (18) %  23,031  24,940  (8) %
  Operating expenses

      Sales & marketing  4,298  5,094  (16) %  19,426  18,617  4 %
      Research and development  8,836  8,129  9 %  32,459  30,145  8 %
      General & administrative  5,620  4,876  15 %  24,228  21,599  12 %

  Operating expenses  18,754  18,099  4 %  76,113  70,361  8 %
  Operating profit  9,360  8,835  6 %  27,045  34,145  (21) %

  Net income  5,427  5,102  6 %  17,416  22,434  (22) %
  Adjusted EBITDA (1)  11,755  10,498  12 %  36,103  44,006  (18) %

      Adjusted EBITDA Margin (1)  35 %  31 %  4 %  29 %  34 %  (5) %

Earnings per share — basic & diluted 0.07 0.06  17 % 0.21 0.27  (22) %

Funds flow from operations per share - basic 0.12 0.1  20 % 0.31 0.38  (18) %

Free Cash Flow per share — basic (1) 0.11 0.08  38 % 0.25 0.33  (24) %
(1) Non-IFRS financial measures are defined in the “Non-IFRS Financial Measures” section.
(2) Included in the number is a reduction of $0.2 million and $0.5 million for the three months and year ended March 31, 2026, respectively ($0.5 million and $0.8 

million for the three months and year ended March 31, 2025, respectively), attributed to the amortization of a deferred revenue fair value reduction 
recognized on acquisition. 
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MANAGEMENT’S	DISCUSSION	AND	ANALYSIS
This Management’s Discussion and Analysis (“MD&A”) of financial condition and results of operations for Computer Modelling 
Group Ltd. (“CMG Group”, the “Company”, “we” or “our”), dated May 21, 2026, should be read in conjunction with CMG 
Group’s annual audited consolidated financial statements (the “Financial Statements”) and accompanying notes for the year 
ended March 31, 2026 and CMG Group’s Annual Information Form dated May 21, 2026 (“AIF”), and such additional 
information  is available under CMG Group’s SEDAR+ profile at www.sedarplus.ca.

The Financial Statements have been prepared in accordance with IFRS Accounting Standards (“IFRS”) as issued by the 
International Accounting Standards Board (“IASB”). The Financial Statements are presented in Canadian dollars, which is the 
functional and presentation currency of CMG Group.

Figures within this MD&A are presented in Canadian dollars, unless otherwise indicated. Financial data, other than the non- 
IFRS financial measures, have been prepared in accordance with IFRS.

This MD&A was reviewed and approved by the Audit Committee and Company's Board of Directors (the "Board of Directors") 
and is effective May 21, 2026.

FORWARD-LOOKING INFORMATION

Certain information included in this MD&A and the CEO Letter to Shareholders (attached hereto and incorporated by 
reference) is forward-looking. Forward-looking information includes statements that are not statements of historical fact and 
which address activities, events, or developments, that the Company expects or anticipates will or may occur in the future, 
including such things as investment objectives and strategy, the development plans and status of the Company’s software 
development projects, the Company’s intentions, results of operations, levels of activity, future capital and other expenditures 
(including the amount, nature and sources of funding thereof), business prospects and opportunities, research and 
development timetable,  future growth and performance, how the Company’s business will develop over time; the Company's 
business strategy and that organic Recurring revenue will return to growth as customer spending normalizes; Recurring 
revenue as an indicator of business expansion; CMG's 4.0 Strategy and its outcomes; the Company's competitive advantages; 
the drivers of long-term value at the Company; the impact of cautious customer outlooks; the timing of seasonal contract 
renewals and Revenue recognition; the timing expectations with respect to perpetual license sales; margins expanding as 
acquisitions mature; results for the following quarter, including but not limited to, improvements to profitability and revenue, 
year-over-year organic revenue growth; the adoption trends across several products and confidence in their long-term 
contribution to margins and cash flow; the benefits of investments and the value they will add to the Company's financial 
performance and operations; growth in Recurring revenue and Free Cash Flow evidencing the success of the Company; the 
Company's plan to continue to expand sales and marketing efforts to attract new customers, retain existing customers and 
increase revenues from both new and existing customers; the ability to have sufficient capital resources to meet the 
Company's operating and expenditure needs; estimated commitments, off balance sheet items and transactions with related 
parties; the development of the Company’s M&A infrastructure, including the people, the process and the diligence capability; 
the conversion of M&A opportunities to closed transactions; the continuous deployment of available capital into acquisitions; 
and estimated amount of common shares for issuance under the Company's security-based compensation plans. When used 
in this MD&A, statements to the effect that the Company or its management “anticipate”, “intend”, “plan”,  “believe”, “project”, 
“estimate”, “expect”, "strategy”, “future”, “likely”, “may”, “should”, "would", "could", “will”, "continue", "maintain", "grow", 
"optimize", "accelerate" and similar references to future periods. Statements regarding our business strategies and objectives, 
expectations regarding revenue, Adjusted EBITDA and Free Cash Flow, reflect management’s current beliefs with respect to 
future events and are based on information currently available to management of the Company. The Company believes that 
the expectations reflected in such forward-looking information are reasonable, but no assurance can be given that these 
expectations will prove to be correct and such forward-looking information should not be unduly relied upon.

Forward-looking information contained in this MD&A is based on management’s expectations and assumptions regarding, 
among other things:

• the Company’s ability to maintain and grow annual Adjusted EBITDA margin;
• the ability to achieve total revenue growth on an annual basis;
• the successful allocation of purchase price for completed acquisitions and the realization of anticipated synergies 

and benefits from such acquisitions;
• the ability to identify, complete, and integrate future acquisitions that are accretive to software revenue and 

enhance or diversify the Company’s software solutions; 
• the ability to recognize financial results of acquired businesses and assets, including the realization of anticipated 

growth projections, revenue increases, and cost savings;
• the ability to secure financing to fund future acquisitions; 
• the ability to manage acquisition-related expenses, including the potential for further performance-based 

earnouts;
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• the ability to avoid or manage unanticipated acquisition-related expenses, liabilities, or goodwill impairment 
adjustments;

• the ability to successfully execute on commercial partnerships and strategic alliances for product development, 
consulting projects, and sales; 

• the ability to maintain and grow the Company’s core business competencies in reservoir simulation and capitalize 
on its leadership position in complex hydrocarbon recovery techniques;

• the ability to invest in research and development initiatives that are driven by customer needs and maintain a 
competitive advantage for the existing software product suite;

• the ability to retain and attract qualified staff and key personnel in all relevant territories;
• the ability to manage and protect intellectual property, including acquired and internally developed technologies; 

and
• the ability to avoid or manage significant disruptions to information technology infrastructure, including cyber 

security risks.

Forward-looking information is not a guarantee of future performance and involves a number of risks and uncertainties, only 
some of which are described herein. Many factors could cause the Company’s actual results, performance or achievements, or 
future events or developments to differ materially from those expressed or implied by the forward-looking information including, 
without limitation, the following factors, which are discussed in greater detail in the “Business Risks” section of this MD&A:

• Economic conditions in the energy industry;
• Reliance on key customers;
• Foreign exchange;
• Commodity price risk;
• Geopolitical risk, including the war in Ukraine and the conflict in the Middle East;
• Tariff risk;
• Tax liability;
• Sales variability;
• Economic and political risks in countries where the Company currently does or proposes to do business;
• Increased competition;
• General state of the economy
• Reliance on employees with specialized skills or knowledge;
• Protection of intellectual property and other proprietary rights;
• Artificial intelligence risk;
• Credit and liquidity;
• Non-compliance with anti-corruptions and anti-bribery laws; 
• Information security breaches or other cyber-security threats; and
• Ability to successfully execute on acquisitions and to integrate acquired businesses and assets.
• Potential restrictions around asset ownership and control in foreign jurisdictions;
• Litigation;
• Significant obligations on CMG as a publicly traded company;
• Price volatility of our Common Shares;
• Fraudulent and illegal activities by employees, contractors and and consultants.

Should one or more of these risks or uncertainties materialize, or should assumptions underlying the forward-looking 
statements prove incorrect, actual results, performance or achievement may vary materially from those expressed or implied 
by the forward-looking information contained in this MD&A. These factors should be carefully considered, and readers are 
cautioned not to place undue reliance on forward-looking information, which speaks only as of the date of this MD&A. All 
subsequent forward-looking information attributable to the Company herein is expressly qualified in its entirety by the 
cautionary statements contained in or referred to herein. The Company does not undertake any obligation to release publicly 
any revisions to forward-looking information contained in this MD&A to reflect events or circumstances that occur after the date 
of this MD&A or to reflect the occurrence of unanticipated events, except as may be required under applicable securities laws.
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CORPORATE PROFILE

CMG Group is a global software and consulting company providing complex, science-based software solutions to the energy 
industry. CMG Group provides cutting-edge technologies that support critical field development decisions for upstream 
planning and energy transition strategies. The Company has a diverse customer base of international oil and gas production 
and exploration companies in approximately 60 countries. The Company also provides professional services consisting of 
highly specialized support, consulting, training, and contract research activities. CMG Group has sales and technical support 
services based in Calgary, Houston, Oxford, Dubai, Bogota, Rio de Janeiro, Bengaluru, Kuala Lumpur, Oslo, Stavanger, and 
Kaiserslautern. The Company’s common shares are listed on the Toronto Stock Exchange (“TSX”) and trade under the symbol 
“CMG”. CMG Group and its subsidiaries include the following: Computer Modelling Group, Inc., CMG Middle East FZ LLC, 
CMG Europe Ltd., CMG Collaboration Centre India Private Ltd., and Computer Modelling Group Brazil Solucoes Technoligicas 
Ltda., (together referred to as “CMG”), and CMG Holdings (USA) Inc., Bluware-Headwave Ventures Inc., Bluware Inc., and 
Bluware AS, (together referred to as “BHV”), CMGL Services Corporation, CMG Germany GmbH, Sharp Reflections GmbH, 
Sharp Reflections Inc., Sharp Reflections AS, and Sharp Reflections Ltd., (together referred to as “SR” or “Sharp”), SeisWare 
International Inc., and SeisWare Inc. (together referred to as “SWII” or “SeisWare”), and CMG RA Holdings 1, LLC, CMG RA 
Holdings 2, LLC, Roes & Associates LLP, Rose & Associates Canada Ltd and Lognormal Solutions LLC (together referred to 
as “Rose”).

BUSINESS OVERVIEW

Since its inception more than 40 years ago, CMG Group made the strategic decision to focus its research and development 
efforts on providing reservoir modelling solutions for the simulation of difficult hydrocarbon recovery techniques, a decision that 
created the foundation for our dominant market presence today in the simulation of advanced hydrocarbon recovery 
processes. The Company has demonstrated this commitment by continuously investing in research and development and 
working closely with its customers to develop simulation tools relevant to the challenges and opportunities they face. We are 
experts in modelling and de-risking subsurface exploration with the use of advanced physics-based simulation software and 
expert consulting.

In combination with its principal business of licensing its software, the Company also provides professional services consisting 
of multi-disciplinary upstream consultants that provide software proficiency and technical expertise to build and optimize 
reservoir development plans.

In fiscal 2023, CMG Group announced a new strategy called CMG 4.0. Under this strategy the Company aims to drive 
sustained revenue growth, both organically and by acquisition, while maintaining strong profitability. 
Our growth strategy was developed around three main objectives:

• maintain and grow our core business competencies in reservoir simulation, capitalizing on our leadership position 
as experts in the science, technology and customer support for complex hydrocarbon recovery techniques;

• optimize and accelerate market penetration of newly acquired businesses leveraging the global reputation of 
CMG Group and growing portfolio of solutions; and,

• continue deployment of available capital into acquisitions

We are committed to the development of cutting-edge technologies that support critical field development decisions for 
upstream planning and energy transition strategies. To achieve these objectives, investment in research and development is 
important as it helps maintain our competitive advantage for our existing software product suite and advances new product 
development to drive Organic growth. Our approach to investment in research and development is to invest in initiatives that 
are driven by customers’ needs. Integrating new and innovative features into our existing product suite as well as developing 
simplified, fit-for-purpose applications is anticipated to help us to increase revenue from new and existing customers.

We pursue Organic growth through direct sales using our internal sales force and are focused on enhancing our market 
engagement framework through the addition of a strategic marketing function and additional sales tools and training. We are 
also committed to partnering with industry leaders  for product development, consulting projects, and sales. The Company 
sees mergers and acquisitions (“M&A”) as a growth accelerator and maintains a robust and dynamic pipeline of opportunities, 
investing in both engagement and outreach. The acquisition strategy aims to invest excess capital, at attractive after-tax rates 
of return, to acquire businesses that enhance and diversify our software solutions across the upstream energy workflow. The 
Company also intends to explore opportunities to diversify further within midstream and downstream energy and adjacent 
industries.
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The company now comprises five groups providing market-leading software solutions as described below. 

Computer Modelling Group: market-leading reservoir simulation software, recognized as the industry standard in 
traditional oil and gas including enhanced oil recovery (“EOR”), heavy oil and unconventional resources, and in 
energy transition including carbon capture and storage (“CCS”), geothermal and hydrogen. In addition, the Company 
is developing CoFlow, the industry’s first fully implicit, multi-user and multi-disciplinary integrated reservoir and 
production system modelling software application. It provides a unified solution for integrated asset modelling by 
combining reservoir, production networks and geomechanics in one environment and allows reservoir and production 
engineers to make informed decisions on large, integrated oil and gas projects.

Bluware (BHV): InteractivAITM is a cutting-edge deep learning seismic interpretation tool that enables geoscientists 
to quickly analyze vast amounts of seismic data. InteractivAI leverages Bluware’s proprietary VDSTM (Volume Data 
Storage) data format which compresses raw and interpreted seismic data sets, making them adaptable and scalable 
depending on customer business needs, workflows and visualization requirements. VDSTM enables fast data access, 
cost-effective cloud storage, and compute-intensive workflows. FASTTM is a data streaming and transcoding tool, 
providing the ability to use VDSTM with existing interpretation applications to stream subsurface data from the cloud 
to legacy applications and workflows.

Sharp Reflections (SR): Pre-Stack Pro (now known as Sharp Reflections software), is a leading high performance 
computing platform for seismic data processing and interpretation, with a specific expertise in large pre-stack seismic 
data sets. Sharp’s expanded offerings also include 4D seismic analysis.

SeisWare (SWII): develops geoscience interpretation and field development software to support subsurface 
exploration and development projects. SeisWare’s platform offers tools for seismic interpretation, attribute analysis, 
geological mapping and 3D well design.

Rose: Probabilistic subsurface risk assessment software, for resource estimation, risk analysis, aggregation, cash 
flow modelling and related communications. 

REVENUE STREAMS

Annuity/Maintenance Licenses: 
Annuity license agreements, which include a term-based software license bundled with maintenance. These agreements 
provide customers with rights to use the software for a fixed term, typically one year, but could be shorter or longer, and 
include maintenance consisting of customer support and unspecified upgrades. This revenue component is recorded under 
“Annuity/maintenance licenses” and “Annuity license fee” revenue. For certain contracts, the total annual contract value of the 
annuity license fee is allocated 50% to the standalone software license fee (included in “Annuity license fee”) and 50% to 
maintenance (included in “Annuity/maintenance license revenue” and recognized over the license term). The annuity license 
fee is recognized in revenue when the software license is delivered to the customer at the start of the license term. While both 
annuity/maintenance license revenue and annual license fee represent Recurring revenue base, the annual license fee 
revenue will fluctuate quarterly due to the timing of agreement renewals which tend to be skewed towards the last two quarters 
of our fiscal year and may not be indicative of the performance in a particular reporting period. Our annuity and maintenance 
license agreements must be renewed upon their agreement expiry. Based on our experience, a majority of customers renew 
their agreements upon expiry. We also offer a public cloud solution which enables customers to securely access Company’s 
solutions using some of the latest and fastest hardware available in the industry optimized for maximum efficiency and faster 
results. This currently represents a small part of the Company’s business and is reported under “Annuity/maintenance license” 
revenue.

Perpetual Licenses: 
Perpetual license agreements grant the customer the right to use the then-current version of software and has the right to use 
that version in perpetuity. This revenue stream is recorded under “Perpetual licenses” revenue and is recognized at a point in 
time, upon delivery of the licensed product. Perpetual license sales are variable and unpredictable in nature as the purchase 
decision and its timing fluctuate with the customers’ needs and budgets. Customers purchasing perpetual licenses may also 
enter into a separate maintenance and support agreement giving them access to customer support and access to current 
versions of the Company’s software. The majority of customers who have acquired perpetual software licenses subsequently 
purchase a maintenance package which is reported under “Annuity/maintenance licenses” revenue.
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We generally invoice our customers for the full amount of their agreement at the time that they contract with us, with payment 
generally due within a period of 30 days.

Professional Services: 
In combination with its principal business of licensing its software, the Company also provides professional services consisting 
of multi-disciplinary, specialized consulting, training, and contract research activities. Our training is continuous in nature, is 
offered worldwide, and enables our customers to become more efficient and effective users of our software which helps us in 
developing and maintaining long-term relationships with our customers. In our experience, consulting activities are variable in 
nature as both the timing and dollar magnitude of work are dependent on activities and budgets within customer companies.

SIGNIFICANT EVENTS

Acquisition of Rose & Associates LLP
On March 24, 2026 CMG Group completed the acquisition of Rose & Associates LLP ("Rose"), a US-based company 
specializing in probabilistic subsurface risk assessment for exploration and development projects. The acquisition adds 
probabilistic risk and uncertainty analysis to CMG’s core strengths in reservoir simulation and seismic software allowing the 
Company to support customers from early-stage exploration risk assessment through to reservoir modeling and production 
optimization. 

Refer to note 4 of the annual consolidated financial statements for additional information.

Acquisition of SeisWare International Inc.
During the year, CMG Group completed the acquisition of 100% of the outstanding shares of SeisWare International Inc.
(“SeisWare”), a Calgary-based software company specializing in geoscience interpretation and field development solutions to 
support subsurface exploration and development projects. The acquisition of SeisWare further builds out the seismic 
interpretation solutions offerings within the CMG Group through a platform offering powerful tools for seismic interpretation, 
attribute analysis, geological mapping and 3D well design.

Refer to note 4 of the annual consolidated financial statements for additional information.

Credit Facility
On November 7, 2025, the Company entered into a credit facility with National Bank. The facility provides for borrowings of up 
to $100 million and matures on November 7, 2029. Borrowings under the facility bear a variable interest rate with no fixed 
repayments over the term to maturity. Interest rates are calculated at standard Canadian, U.S., and European reference rates 
plus interest rate spreads based on a leverage table. The facility is secured by substantially all of the assets of the Company. 
The Company intends to use the facility for general corporate purposes including acquisitions and to meet working capital 
needs.

On December 1, 2025, the Company amended their existing revolving demand credit facility for a $2.5 million (March 31, 2025 
- $2.5 million) with a lender, which could be drawn by way of a demand operating facility or could be used to support letters of 
credit. This December 1, 2025 amendment removed the availability of the demand operating facility. The credit facility can now 
be used to support letters of credit. As at March 31, 2026, $2.0 million (March 31, 2025 – $2.1 million) had been reserved on 
this credit facility for letters of credit supporting performance bonds.

Refer to note 20 and 22 of the annual consolidated financial statements for additional information. 

Normal Course Issuer Bid (NCIB)
In November 2025, the Company implemented a Normal Course Issuer Bid ("NCIB") to repurchase up to 5% of its issued and 
outstanding common shares over the next 12 months. In February 2026 the Company amended the NCIB to increase the 
number of outstanding common shares to be purchased to 4,791,369, representing 10% of the public float as of the close of 
business on November 3, 2025. As at the date these financial statements were authorized for issue, 4,760,700 shares were 
repurchased under the program.
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NON-IFRS FINANCIAL AND SUPPLEMENTARY FINANCIAL MEASURES

Certain financial measures in this MD&A – namely, Adjusted EBITDA and Adjusted EBITDA Margin, Recurring revenue, Free 
Cash Flow, Free Cash Flow per share, adjusted operating expenses, direct employee costs, adjusted direct employee costs, 
other corporate costs, adjusted other corporate costs, Organic growth and recurring revenue – do not have a standard 
meaning prescribed by IFRS and, accordingly, may not be comparable to measures used by other companies. Management 
believes that these indicators nevertheless provide useful measures in evaluating the Company’s performance.

Adjusted EBITDA and Adjusted EBITDA Margin 

Adjusted EBITDA and Adjusted EBITDA Margin refers to net income before adjusting for depreciation and amortization 
expense, interest income, income and other taxes, stock-based compensation, retirement allowance for senior management, 
restructuring cost, foreign exchange gains and losses, repayment of lease obligations, asset impairments, acquisition related 
costs and other expenses directly related to business combinations, including compensation expenses and gains or losses on 
contingent consideration. Adjusted EBITDA is most directly comparable to IFRS measures operating income, net income, or 
liquidity but should not be construed as an alternative to such financial measures. Adjusted EBITDA Margin is most directly 
comparable to IFRS measure net Income divided by revenue but should not be construed as an alternative thereof. The 
Company believes that Adjusted EBITDA and Adjusted EBITDA Margin are useful supplemental measures as they provide an 
indication of the results generated by the Company’s main business activities prior to consideration of how those activities are 
amortized, financed or taxed. In addition, management has determined that Adjusted EBITDA and Adjusted EBITDA Margin is 
a more accurate measurement of the Company’s operating performance and our ability to generate earnings as compared to 
EBITDA and EBITDA Margin.

Three months ended March 31, Year ended March 31, 
($ thousands) 2026 2025 2026 2025
Net income (loss)  5,427  5,102  17,416  22,434 
Add (deduct):
Depreciation and amortization  2,638  2,368  10,249  8,465 
Acquisition costs  433  216  974  2,567 
Stock-based compensation  (212)  (435)  467  2,625 
Retirement allowance  500  —  1,071  — 
(Gain) Loss on contingent consideration  —  88  (126)  2,151 
Deferred revenue amortization on acquisition fair 
value reduction  156  535  483  845 
Income and other tax expense (recovery)  2,650  2,154  6,718  10,448 
Interest income  (72)  (313)  (962)  (2,605) 
Interest expense  246  189  246  189 
Foreign exchange loss (gain)  725  1,143  1,909  (363) 
Repayment of lease liabilities  (736)  (549)  (2,342)  (2,750) 

Adjusted EBITDA (1)  11,755  10,498  36,103  44,006 
Adjusted EBITDA Margin (1)  35 %  31 %  29 %  34 %

(1) This is a non-IFRS financial measure. Refer to definition of the measures above.

Adjusted EBITDA increased by 12% during the three months ended March 31, 2026, compared to the same period of the 
previous year, of which 6% was growth from acquisitions and the remaining 6% from organic growth. The increase in Adjusted 
EBITDA was primarily driven by improved underlying operating performance during the quarter. 

Adjusted EBITDA decreased by 18% for the year ended March 31, 2026, compared to the same period of the previous year, of 
which 3% of the increase was due to growth from acquisitions, partially offset by a 21% Organic decline due to higher 
expenses and lower revenue. 
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Free Cash Flow Reconciliation to Funds Flow from Operations

Free Cash Flow is a non-IFRS financial measure that is calculated as funds flow from operations less capital expenditures and 
repayment of lease liabilities. Free Cash Flow’s most directly comparable IFRS measure is funds flow from operations. Free 
Cash Flow per share is calculated by dividing Free Cash Flow by the number of weighted average outstanding shares during 
the period. Management believes that this measure provides useful supplemental information about operating performance 
and liquidity, as it represents cash generated during the period, regardless of the timing of collection of receivables and 
payment of payables, which may reduce comparability between periods. Management uses Free Cash Flow and Free Cash 
Flow per share to help measure the capacity of the Company to pay dividends and invest in business growth opportunities.

Fiscal 2025 Fiscal 2026
($ thousands, unless otherwise stated) Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Funds flow from operations  6,515  7,101  9,937  8,227  5,524  3,588  7,068  9,701 
Capital expenditures  (93)  (236)  (432)  (661)  (542)  (1,080)  (723)  (215) 
Repayment of lease liabilities  (743)  (769)  (689)  (549)  (526)  (541)  (539)  (736) 
Free Cash Flow  5,679  6,096  8,816  7,017  4,456  1,967  5,806  8,750 
Weighted average shares – 
basic (thousands)

 81,476  81,887  82,753  83,064  83,090  84,058  82,957  80,511 

Free Cash Flow per share - basic 0.07 0.07 0.11 0.08 0.05 0.02 0.07 0.11
Funds flow from operations per share- 
basic 0.08 0.09 0.12 0.10 0.07 0.04 0.09 0.12

($ thousands, unless otherwise stated) March 31, 2026 March 31, 2025 March 31, 2024
Funds flow from operations  25,881  31,780  38,255 
Capital expenditures  (2,560)  (1,422)  (650) 
Repayment of lease liabilities  (2,342)  (2,750)  (2,355) 
Free Cash Flow  20,979  27,608  35,250 
Weighted average shares – basic (thousands)  82,438 82,546  80,975 
Free Cash Flow per share – basic 0.25 0.33 0.44
Funds flow from operations per share (basic) 0.31 0.39 0.47

Free Cash Flow increased by 25% for the three months ended March 31, 2026 compared to the same period of the previous 
fiscal year primarily due to higher fund flow from  operations and lower capital expenditure in the quarter. 

Free Cash Flow decreased by 24%, for the year ended March 31, 2026 from the same periods of the previous fiscal year. The 
decrease was due to lower funds flow from operations in the year and higher capital expenditure. 

Adjusted operating expenses, direct employee and other corporate costs

Adjusted operating expenses include adjusted direct employee costs and adjusted other corporate costs in which adjustments 
are made with respect to restructuring costs, stock-based compensation, acquisition of intangible assets, and acquisition 
related expenses. Adjusted direct employee costs include salaries, bonuses, benefits, commission expenses, and professional 
development. Adjusted other corporate costs include facility-related expenses, corporate reporting, professional services, 
marketing and promotion, computer expenses, travel, other office-related expenses, depreciation and amortization on property 
and equipment and right-of-use assets. . People-related costs represent the Company’s largest area of expenditure; hence, 
management considers highlighting separately corporate and direct employee costs to be important in evaluating the 
quantitative impact of cost management of these two major expenditure pools. Adjusted operating expenses, adjusted direct 
employee costs, adjusted other corporate costs and people-related costs are most directly comparable to IFRS measures total  
operating expenses but should not be considered an alternative to total operating expenses as determined in accordance with 
IFRS. See “Operating Expenses” heading for a reconciliation of direct employee costs and other corporate costs to total 
operating expenses.
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Organic Growth

Organic growth and organic decline are not standardized financial measures and might not be comparable to measures 
disclosed by other issuers. Organic growth/decline on a quarterly and year-to-date basis is most directly comparable to IFRS 
measure revenue and net income of businesses under CMG Group’s ownership for a year or longer beginning from the first 
full quarter in the current and comparative period. The Company measures Organic growth/ organic decline on a quarterly and 
year-to-date basis at the revenue and Adjusted EBITDA levels and includes revenue and Adjusted EBITDA under CMG 
Group’s ownership for a year or longer, beginning from the first full quarter of CMG Group’s ownership in the current and 
comparative period(s). For example, BHV was acquired on September 25, 2023 (Q2 2024). September 25, 2024, marked one 
full year of ownership under CMG Group and on October 1, 2024 (Q3 2025), which is the first full quarter under CMG Group’s 
ownership in the current and comparative period, started being tracked under Organic growth. Any revenue and Adjusted 
EBITDA generated by BHV prior to October 1, 2024, would not be included in Organic growth/ organic decline. Sharp was 
acquired on November 12, 2024 (Q3 2025) and has marked one full year of ownership under CMG Group and hence is 
included in organic growth/decline from January 1, 2026 (Q4 2026). SeisWare was acquired on July 30, 2025 and will start 
contributing to Organic growth/organic decline on October 1, 2026. Rose was acquired on March 25, 2026 and will start 
contributing to Organic growth/organic decline on April 1, 2027.

For further clarity, current statements include Organic growth from the following:

• CMG and BHV revenue and Adjusted EBITDA
• Sharp revenue and Adjusted EBITDA generated beginning January 1, 2026

Recurring Revenue

Recurring revenue represents the revenue recognized during the period from contracts that are recurring in nature and 
includes revenue recognized as “Annuity/maintenance licenses” and “Annuity license fee”. Recurring revenue is as defined 
under IFRS. We believe that Recurring revenue is an indicator of business expansion and provides management with visibility 
into our ability to generate predictable cash flows.

The table under “Revenue” heading reconciles Recurring revenue to total revenue for the periods indicated.

REVENUE

Three months ended March 31, Year ended March 31, 
($ thousands) 2026 2025 % change 2026 2025 % change

Annuity/maintenance licenses  17,654  19,436  (9) %  76,581  77,525  (1) %
Annuity license fee  9,275  4,728  96 %  15,629  9,280  68 %
Recurring revenue(1) (2)  26,929  24,164  11 %  92,210  86,805  6 %
Perpetual licenses  656  554  18 %  2,396  5,617  (57) %
Total software license revenue  27,585  24,718  12 %  94,606  92,422  2 %
Professional services  6,085  8,965  (32) %  31,583  37,024  (15) %
Total revenue  33,670  33,683  — %  126,189  129,446  (3) %

(1) This is a non-IFRS financial measure. 
(2) Included in the number is a reduction of $0.2 million and $0.5 million for the three months and year ended March 31, 2026, respectively ($0.5 million and $0.8 

million for the three months and year ended March 31, 2025, respectively), attributed to the amortization of a deferred revenue fair value reduction 
recognized on acquisition. 
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The components of Recurring revenue growth were as follows: 

Three months ended March 31, Year ended March 31, 

2026 2026
Total recurring revenue % change  11 %  6 %
Growth from acquisitions  6 %  12 %
Foreign exchange impact  (3) %  — %
Organic growth (decline)  8 %  (6) %

Total revenue remained relatively flat during the three months March 31, 2026, compared to the same period of the previous 
year, as the growth from acquisitions of 5% was offset by the decreases of 5% in Organic revenue.

Total revenue decreased by 3% for the year ended March 31, 2026 compared to the same period previous year as growth 
from acquisition of 10%  and 1% favorable foreign exchange movement was partially offset by a 14% decline in Organic 
revenue driven by lower perpetual license sales and revenue from professional services. 

Recurring revenue increased during the three months ended March 31, 2026, compared to the same period of the previous 
year with a 8% in Organic revenue and 6% growth from acquisitions, offset by a 3% unfavorable foreign exchange movement. 
The increase in recurring revenue for the quarter was primarily attributable to higher annuity license sales.

Recurring revenue increased during the year ended March 31, 2026, compared to the same period of the previous year as 
growth from acquisition of 12% was partially offset by a 6% decline in Organic revenue driven a decrease in annuity license 
fees from sale of reservoir simulation solutions and seismic solutions.  

Perpetual license revenue increased during the three months ended March 31, 2026, compared to the same period of the 
previous year, due to higher perpetual license sales made in the current quarter. Perpetual license revenue during the year 
ended March 31, 2026, decreased compared to the same period of the previous year due to fewer perpetual license sales for 
the year. Acquisitions did not contribute to perpetual license revenue in any of the periods.

Professional services revenue decreased during the three months ended March 31, 2026, compared to the same period of 
the previous year, mainly due to reduced CoFlow funding compared to the prior period. Acquisitions did not have any impact 
on the decrease during the quarter. Professional services revenue decreased during the year ended March 31, 2026, 
compared to the same period of the previous year, as the growth from acquisitions of 8% was partially offset by a 23% decline 
in Organic revenue, mainly due to reduction in tailored software development funding of our seismic solutions and reduced 
CoFlow funding compared to the prior period.
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Software Revenue by Geographic Region

Three months ended March 31, Year ended March 31, 

($ thousands) 2026 2025
%

change 2026 2025
%

change
Annuity/maintenance license
Canada  2,691 3,038  (11) %  12,554 12,777  (2) %
United States  3,855 4,272  (10) %  16,945 17,514  (3) %
South America  2,261 2,445  (8) %  10,260 9,753  5 %
Eastern Hemisphere(1)  8,847 9,681  (9) %  36,822 37,481  (2) %

 17,654 19,436  (9) %  76,581 77,525  (1) %
Annuity license fee
Canada  923  —  100 %  1,679  —  100 %
United States  2,198  825  166 %  3,161 1,610  96 %
South America  346  775  (55) %  1,156 1,018  14 %
Eastern Hemisphere(1)  5,808  3,128  86 %  9,633  6,652  45 %

 9,275 4,728  96 %  15,629  9,280  68 %
Perpetual license
Canada  —  —  — %  187  170  10 %
United States  307  46  567 %  432  1,383  (69) %
South America  —  —  — %  —  —  — %
Eastern Hemisphere(1)  349  508  (31) %  1,777 4,064  (56) %

 656  554  18 %  2,396 5,617  (57) %
Total software license revenue
Canada  3,614  3,038  19 %  14,420  12,947  11 %
United States  6,360  5,143  24 %  20,538  20,507  — %
South America  2,607 3,220  (19) %  11,416 10,771  6 %
Eastern Hemisphere(1)  15,004 13,317  13 %  48,232 48,197  — %

 27,585 24,718  12 %  94,606 92,422  2 %
(1) Includes Europe, Africa, Asia and Australia.

Canada (representing 15% of year-to-date total software license revenue) experienced an increase in total software license 
revenue during the three months and year ended March 31, 2026, compared to the same periods in the previous year, due to 
higher annuity license fee and perpetual license revenue, partially offset by lower annuity/maintenance license revenue.

The United States (representing 22% of year-to-date total software license revenue) increased in total software license 
revenue for the three months ended March 31, 2026, compared to the same period in the previous year, driven by higher 
annuity license fee revenue and perpetual license revenues. Total software license revenue remained consistent for the year 
ended March 31, 2026, compared to the same period in the previous year. 

South America (representing 12% of year-to-date total software license revenue) experienced a decrease in total software 
revenue during the three months ended March 31, 2026, compared to the same period of the previous year due to lower 
annuity license fee and annuity/maintenance license revenue within seismic solutions. Total software license revenue 
increased slightly during the year ended March 31, 2026, compared to the same period in the previous year, due to higher 
annuity license/maintenance and annuity license fee revenue for the year. 

Eastern Hemisphere (representing 51% of year-to-date total software license revenue) experienced increases in total 
software license revenue during the three months and year ended March 31, 2026, compared to the same periods in the 
previous year. The quarterly increase was driven by ResSim solutions annuity license fee, partially offset by a decline in 
perpetual license sales in the quarter. Total software license revenue remained relatively flat for the year ended March 31, 
2026. 
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Deferred Revenue

($ thousands) Fiscal 2026 Fiscal 2025 $ change % change
Deferred revenue at:

Q1 (June 30)  33,136  30,890  2,246  7 %
Q2 (September 30)  34,615  32,274  2,341  7 %
Q3 (December 31)  31,992  34,822  (2,830)  (8) %
Q4 (March 31)  39,294  40,276  (982)  (2) %

The Company’s deferred revenue consists primarily of amounts for prepaid licenses and maintenance and support services. 

The above table illustrates the normal trend in the deferred revenue balance from the beginning of the calendar year (which 
corresponds with Q4 of our fiscal year), when most renewals occur, to the end of the calendar year (which corresponds with 
Q3 of our fiscal year). Our fourth quarter corresponds with the beginning of the fiscal year for most oil and gas companies, 
representing a time when they enter a new budget year and sign/renew their contracts.

The deferred revenue balance at the end of Q4 of fiscal 2026 was 2% lower than in Q4 of fiscal 2025 mainly attributable to the 
recognition of revenue from performance obligations satisfied during the period.

COST OF REVENUE

Cost of revenue primarily consists of direct employee costs, external consultants, overhead costs associated with customer 
support, training, and consulting, and public cloud hosting applications. These costs are generally related to headcount and 
are driven by management’s decision to add customer success and consulting capacity. In general, these costs fluctuate as a 
percentage of revenue as the Company adds headcount to support increased demand for our software and consulting 
services.

Three months ended March 31, Year ended March 31, 

($ thousands) 2026  2025 % change  2026  2025 % change

Cost of revenue (1) (2)  5,556  6,749  (18) %  23,031  24,940  (8) %
(1) Depreciation and amortization related to property and equipment and right of use assets is $0.2 million and $0.8 million for the three months and year ended 

March 31, 2026, respectively and $0.7 million and $1.1 million for the three months and year ended March 31, 2025.
(2) Stock based compensation is $nil for the three months and year ended March 31, 2026, respectively, and $nil and $0.4 million for the three months and year 

ended March 31, 2025.

Cost of revenue decreased during the three months ended March 31, 2026 and the year ended March 31, 2026, compared to 
the same period of the previous year, as the increase due to acquisitions was offset by lower personnel related costs.

OPERATING EXPENSES

Sales and marketing

Sales and marketing expenses are comprised primarily of employee salaries, commissions, benefits and stock-based 
compensation, as well direct costs related to the delivery of marketing programs and events. Sales and marketing expenses 
also include travel-related expenses and corporate overhead allocations. We plan to continue to expand sales and marketing 
efforts to attract new customers, retain existing customers and increase revenues from both new and existing customers.

Research and development

Research and development expenses are comprised primarily of personnel expenses including employee salaries, benefits 
and stock-based compensation, product-related expenses including product management, product research and development, 
and other corporate overhead allocations off-set by certain tax benefits realized through the Canadian Scientific Research and 
Experimental Development Tax Credit program (“SR&ED”), Skattefunn, and NRC (Norwegian Research Council), collectively 
referred to as (“Government grants for research and development”). 
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We continue to invest in our research and development program by adding new features and functionality to our products, 
maintaining our expansive artifact infrastructure, and delivering new products to market.

General and administrative

General and administrative expenses are comprised primarily of personnel expenses including employee salaries, benefits, 
and stock-based compensation expense for our administrative, finance, legal, information technology, and people and culture 
teams, allocated rent expenses, travel and travel related expenses, and general office and administrative expenses, and 
professional service expenses.

The below table provides a reconciliation of operating expenses to adjusted operating expenses:

Three months ended March 31, Year ended March 31, 
($ thousands, except per share data) 2026 2025 % change 2026 2025 % change

Sales and marketing (1)(2)  4,298  5,094  (16) %  19,426  18,617  4 %
Research and development (1)(2)  8,836  8,132  9 %  32,459  30,145  8 %
General and administrative (1)(2)  5,620  4,876  15 %  24,228  21,599  12 %
Operating expenses  18,754  18,102  4 %  76,113  70,361  8 %
Acquisition related expenses  (433)  (216)  100 %  (974)  (2,567)  (62) %
Amortization of acquired intangibles  (1,486)  (1,375)  8 %  (5,795)  (3,709)  56 %
Stock-based compensation (expense) 
recovery

 215  452  (52) %  (456)  (2,258)  (80) %

Adjusted operating expenses (3)  17,050  16,963  1 %  68,888  61,827  11 %
Direct employee costs (3)  10,701  10,838  (1) %  44,254  43,724  1 %
Other corporate cost (3)  8,053  7,261  11 %  31,859  26,634  20 %

 18,754  18,099  4 %  76,113  70,358  8 %

(1) Included in sales and marketing, research and development, and general and administrative expenses is depreciation related to property and equipment, 
right of use assets, and amortization of acquired intangible assets of $0.1 million, $1.8 million, $0.5 million, respectively for the three months ended March 
31, 2026 (three months ended March 31, 2025, $0.2 million, $1.3 million, $0.1 million, respectively) and $0.3 million, $7.1 million, $2.0 million, respectively, 
for the year ended March 31, 2026 (year ended March 31, 2025 $0.5 million, $4.9 million, $2.0 million, respectively).

(2) Included in sales and marketing, research and development, and general and administrative expenses is stock based compensation expense/(recovery) of 
$nil, $(0.1) million, $(0.1) million, respectively, for the three months ended March 31, 2026 (three months ended March 31, 2025, ($0.2) million, $nil, ($0.3) 
million respectively) and $nil, $0.1 million, $0.4 million, respectively, for the year ended March 31, 2026 (year ended March 31, 2025 $0.6 million, $0.7 million, 
$1.0 million, respectively).

(3) This is a non-IFRS financial measure. See the “Non-IFRS Financial Measures” section.

Operating expenses increased during the three months ended March 31, 2026, compared to the same period of the previous 
year. Acquisitions contributed a 6% increase which was offset by a 2% decrease in expenses mainly due to lower stock-based 
compensation. Operating expenses increased during the year ended March 31, 2026, compared to the same period of the 
previous year, with 12% of the increase being contributed from acquisitions offset by a 4% decrease in the organic business 
primarily related to lower direct employee costs. 

Adjusted total operating expenses increased by 1% during the three months ended March 31, 2026, compared to the same 
period of the previous year of which acquisitions contributed a 6% increase partially offset by a 5% decrease in the organic 
business due to lower sales and marketing costs. Adjusted total operating expenses increased for the year ended March 31, 
2026, compared to the same period of the previous fiscal year, of which 11% was due to acquisitions.

Sales and marketing expenses decreased during the three months ended March 31, 2026, compared to the same period of 
the previous year, of which acquisitions contributed 4% increase which was partially offset by a 20% decrease from the organic 
business. This decrease was due to lower stock-based compensation and other employee related cost. Sales and marketing 
expenses increased during the year ended March 31, 2026, compared to the same period of the previous year, of which 12% 
was due to the acquisitions partially offset by 8% decrease in the organic business due to lower headcount and related costs, 
variable compensation and sales commissions. 

Research and development expenses increased during the three months ended March 31, 2026, compared to the same 
period of the previous year of which acquisitions contributed to all of the increase. Research and development expenses 
increased during the year ended March 31, 2026, compared to the same period of the previous year, of which 15% was due to 
acquisitions which was partially offset by a decrease of 7% in the organic business. 
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General and administrative expenses increased during the three months ended March 31, 2026, compared to the same 
period of the previous year, of which the organic business contributed to a 11% increase driven by corporate costs, while 
acquisitions contributed the remaining 4%. General and administrative expenses increased during the year ended March 31, 
2026, compared to the same period of the previous year, of which 8% was the contribution from acquisitions and the remaining 
4% from the organic business resulting from higher professional service fees.

Direct employee costs

As a technology company, the Company’s largest investment is its people, and approximately 59% of total operating expenses 
relate to direct employee costs during the year ended March 31, 2026. At March 31, 2026, CMG Group’s full-time equivalent 
staff complement was 316 employees and consultants 

The below table provides a reconciliation of direct employee costs to adjusted direct employee costs:

Three months ended March 31, Year ended March 31, 

($ thousands)
 2026  2025 % change  2026 2025 % 

change
Direct employee costs  10,701  10,838  (1) %  44,254  43,724  1 %
Stock based compensation  215  452  (52) %  (456)  (2,258)  (80) %
Adjusted direct employee costs (1)  10,916  11,290  (3) %  43,798  41,466  6 %

(1) This is a non-IFRS financial measure. See the “Non-IFRS Financial and  Supplementary Financial Measures” section. Adjusted direct employee costs 
exclude stock-based compensation expenses and restructuring charges.

For the three months ended March 31, 2026, adjusted direct employee costs decreased by 3% compared to the same periods 
of the previous fiscal year of which acquisitions contributed 7% which was offset by a decrease in the organic business of 10% 
mainly due to variable compensation expense. For the year ended March 31, 2026, adjusted direct employee cost increased 
by 6% of which, acquisitions contributed 10% of the increase which was partially offset by 4% decrease in organic business  
due to a decrease in variable compensation and commissions. 

Other Corporate costs

The below table provides a reconciliation of other corporate costs to adjusted other corporate costs:

Three months ended March 31, Year ended March 31, 

($ thousands)
 2026  2025 % change  2026  2025 % 

change
Other corporate costs  8,053  7,261  11 %  31,859  26,634  20 %
Acquisition-related costs  (433)  (216)  100 %  (974)  (2,567)  (62) %
Amortization of acquired intangible 
assets

 (1,486)  (1,375)  8 %  (5,795)  (3,709)  56 %
Adjusted other corporate costs (1)  6,134  5,670  8 %  25,090  20,358  23 %

(1) This is a non-IFRS financial measure. See the “Non-IFRS Financial and Supplementary Financial Measures” section. Adjusted other corporate costs exclude 
acquisition-related costs, amortization of acquired intangible assets and restructuring charges.

For the three months ended March 31, 2026, adjusted other corporate costs increased by 8% compared to the same periods 
of the previous fiscal year. Acquisitions contributed 2% and organic business contributed 6%, driven by professional services 
fees and travel cost. For the year ended March 31, 2026, adjusted other corporate costs increased by 23% of which 
acquisitions contributed 13%, and 10% from the organic business driven by increases in  professional services fees, travel 
costs, computer service agreements fees, agent commissions and marketing costs and represent investments made by the 
Company to increase operational capacity and sales.

FOREIGN EXCHANGE

The Company is impacted by foreign exchange fluctuations, as 68% of our revenue for year ended March 31, 2026 (March 31, 
2025 – 77%) is denominated in US dollars, whereas only 48% (2024 – 52%) of our total costs are denominated in US dollars.
The following chart shows the exchange rates used to translate the Company’s US dollar-denominated working capital at 
March 31, 2026, 2025 and 2024 and the average exchange rate used to translate income statement expense items during the 
three and year ended March 31, 2026, 2025 and 2024:
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CDN$ to US$ At March 31 Yearly average
2024 0.7384 0.7407
2025 0.6967 0.7168
2026 0.7172 0.7244

CMG Group recorded a foreign exchange loss of $0.7 million and $1.9 million for the three months and year ended March 31, 
2026 respectively, due to the weakening of the US dollar during the period, which negatively affected the valuation of year to 
date US dollar denominated portion of the Company’s working capital.

INCOME AND OTHER TAXES

Our consolidated effective tax rate for the three months ended March 31, 2026 is 29.6% (2025 – 27.1%), and for the twelve 
months ended March 31, 2026 is 24.7% (2025 - 23.9%), whereas the Canadian statutory tax rate for each of 2026 and 2025 
fiscal years is 23%. The difference between the effective rate and the statutory rate is primarily due to the tax incurred in 
foreign jurisdictions.

The benefit recorded in CMG Group’s books on the scientific research and experimental development (“SR&ED”) investment 
tax credit program impacts deferred income taxes. The investment tax credit earned in the current fiscal year reduces income 
taxes otherwise payable for the current fiscal year but bears an inherent tax liability as the amount of the credit is included in 
the subsequent year’s taxable income for both federal and provincial purposes. The inherent tax liability on these investment 
tax credits is reflected in the year the credit is earned as a non-current deferred tax liability and then, in the following fiscal 
year, is transferred to income taxes payable.

SELECTED ANNUAL INFORMATION

($ thousands, unless otherwise stated) March 31, 2026 March 31, 2025 March 31, 2024
Annuity/maintenance licenses  76,581  77,525  71,530 
Annuity license fee  15,629  9,280  5,146 
Recurring revenue(1)  92,210  86,805  76,676 
Perpetual licenses  2,396  5,617  5,739 
Total software license revenue  94,606  92,422  82,415 
Professional service revenue  31,583  37,024  26,264 
Total revenue  126,189  129,446  108,679 
Total assets  197,306  204,756  172,373 
Total non-current financial liabilities  41,241  37,713  36,203 
Per share amounts – ($/share)
Earnings per share – basic 0.21 0.27 0.32
Earnings per share – diluted 0.21 0.27 0.32
Cash dividends declared and paid 0.08 0.20 0.20

(1) Recurring revenue  is a non-IFRS financial measure. See the “Non-IFRS Financial and Supplementary Financial Measures” section.
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QUARTERLY PERFORMANCE
The following table summarizes selected results for the eight most recently completed quarters:

Fiscal 2025 Fiscal 2026
($ thousands, unless otherwise stated) Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Annuity/maintenance license  19,335  18,302  20,452  19,436  20,334  19,067  19,526  17,654 
Annuity license fee  178  71  4,303  4,728  518  1,650  4,186  9,275 
Recurring revenue(1)  19,513  18,373  24,755  24,164  20,852  20,717  23,712  26,929 
Perpetual license  2,110  2,149  804  554  378  945  417  656 
Total software license revenue  21,623  20,522  25,559  24,718  21,230  21,662  24,129  27,585 
Professional services revenue  8,900  8,945  10,214  8,965  8,403  8,539  8,556  6,085 
Total revenue  30,523  29,467  35,773  33,683  29,633  30,201  32,685  33,670 
Operating profit  5,666  8,430  11,217  8,835  5,293  5,181  7,219  9,360 
Operating profit Margin (%) 19% 29% 31% 26%  18 %  17 %  22 %  28 %
Net income for the period  3,964  3,763  9,606  5,104  3,309  2,716  5,964  5,427 
Adjusted EBITDA(1)  9,527  10,020  13,962  10,500  7,074  7,558  9,716  11,755 
Adjusted EBITDA Margin (1) % 31% 34% 39% 31%  24 %  25 %  30 %  35 %
Free Cash Flow(1)  5,679  6,096  8,816  7,017  4,456  1,967  5,806  8,750 
Per share amounts – ($/share)
Earnings per share (EPS) – basic 0.05 0.05 0.12 0.06 0.04 0.03 0.07 0.07
Earnings per share (EPS) – diluted 0.05 0.05 0.12 0.06 0.04 0.03 0.07 0.07
Cash dividends declared and paid 0.05 0.05 0.05 0.05 0.05 0.01 0.01 0.01
Free Cash Flow per share – basic(1) 0.07 0.07 0.11 0.08 0.05 0.02 0.07 0.11
Funds flow from operations per share - basic 0.08 0.09 0.12 0.1 0.07 0.04 0.09 0.12

(1) This is a non-IFRS financial measure. See the “Non-IFRS Financial and Supplementary Financial Measures” section.
(2) Q1, Q2, Q3, and Q4 of fiscal 2025 include $1.2 million, $0.5 million, $0.3 million, $0.03 million, respectively, of annuity/maintenance revenue that pertains to 

usage of CMG Group’s products in prior quarters.
(3) Q1, Q2, Q3, and Q4 of fiscal 2026 include $0.4 million, $0.2 million, $0.4 million, $nil, respectively, of annuity/maintenance revenue that pertains to usage of 

CMG Group’s products in prior quarters.

The above table illustrates the normal trend in annuity/maintenance license revenue from the beginning of the calendar year 
(which corresponds with Q4 of our fiscal year), when most renewals occur, to the end of the calendar year (which corresponds 
with Q3 of our fiscal year). Our fourth quarter corresponds with the beginning of the fiscal year for most oil and gas companies, 
representing a time when they enter a new budget year and sign/renew their contracts. A significant portion of the Seismic 
segment annuity license fee revenue occurred during the third and fourth quarter when the majority of renewals take place. 
This seasonality has a similar impact on both operating profit and net income as seen in the above table. 

The growth and future success of our business depends on many factors and variables. While each of these items present 
significant opportunities for our business, they also present challenges which are discussed in the “Business Risks” section of 
our MD&A.

LIQUIDITY AND CAPITAL RESOURCES

Three months ended March 31, Year ended March 31, 

($ thousands)
2026 2025

$ 
change

%
change 2026 2025

$ 
change

%
change

Cash, beginning of period  20,040  39,731  (19,691)  (50) %  43,884  63,083  (19,199)  (30) %

Cash provided by (used in):

Operating activities  26,729  15,883  10,846  68 %  31,269  29,917  1,352  5 %

Financing activities  (11,517)  (4,238)  (7,279)  172 %  (23,577)  (13,670)  (9,907)  72 %

Investing activities  (12,306)  (7,999)  (4,307)  54 %  (27,108)  (37,961)  10,853  (29) %
Effect of foreign exchange on 
cash  1,154  507  647  128 %  (368)  2,515  (2,883)  (115) %

Cash, end of period  24,100  43,884  (19,784)  (45) %  24,100  43,884  (19,784)  (45) %
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At March 31, 2026, the Company had $24.1 million in cash, $6.6 million in borrowing and access to approximately $93 million 
under a revolving credit facility, of which the total amount is available for use. The Company’s primary non-operating use of 
cash was for the acquisition of SeisWare, Rose and repurchases of shares under the NCIB program. Management believes 
that the Company has sufficient capital resources to meet its operating and capital expenditure needs.

During the year ended March 31, 2026, 58.4 million shares of the Company’s public float were traded on the TSX. As at March 
31, 2026 the Company’s market capitalization based upon its March 31, 2026 closing price of $4.28 was $335.3 million.

OPERATING ACTIVITIES

Cash provided by operating activities increased by $10.8 million during the three months ended March 31, 2026, compared to 
the same period of the previous fiscal year mainly due to the change in non-cash working capital of $17.4 million, driven by 
changes in accounts receivable and deferred revenue balances.

Cash provided by operating activities increased by $1.4 million during the year ended March 31, 2026, compared to the same 
period of the previous fiscal year. Funds flow from operations decreased by $5.9 million from the previous fiscal year, offset by 
a $7.6 million change in non-cash working capital from previous fiscal year. 

FINANCING ACTIVITIES

Cash used in financing activities increased by $7.3 million during the three months ended March 31, 2026, compared to the 
same period of the previous fiscal year. The increase is primarily due to repurchase of shares under the NCIB program, 
partially offset by proceeds received from drawdown on credit facility.

Cash used in financing activities increased by $9.9 million during the year ended March 31, 2026, compared to the same 
period in the previous fiscal year. The increase in cash used is primarily attributable to repurchase of shares under the NCIB 
program and financing cost incurred to secure the credit facility, partially offset by proceeds received from drawdown on the 
credit facility and lower quarterly dividend of 0.01 per share compared to 0.05 per share from previous period. 

INVESTING ACTIVITIES

Cash used in investing activities for the three months ended March 31, 2026 increased compared to the same period last fiscal 
year which was primarily due to the acquisition of Rose. 

The Company’s investing activities in the current year consist of the acquisition of  SeisWare and Rose (net of cash acquired) 
for $17.3 million, earnout payable related to the Bluware acquisition of $3.6 million, investment in a short-term instrument of 
$3.7 million and purchase of property and equipment.

FINANCIAL INSTRUMENTS AND OTHER INSTRUMENTS

The Company’s financial instruments consist of cash, restricted cash, short-term investment, trade and other receivables, 
trade payables and accrued liabilities (excluding stock-based compensation payable), acquisition holdback payable, other 
long-term liabilities (excluding stock-based compensation payable), government loan and revolving credit facility. These 
financial instruments are classified and measured at amortized cost and their carrying amounts approximate their fair values. 
Acquisition earn-out liability which was fully settled during the year ended March 31, 2026 was classified and measured at fair 
value using level 3 input as at March 31, 2025. 

The different levels in the fair value hierarchy have been defined as follows:

• Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities;
• Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 

directly or indirectly; and
• Level 3: Inputs for the asset or liability that are not based on observable market data.

There were no transfers between the levels in the fair value hierarchy, during the year ended March 31, 2026 and 2025.
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Overview:

The Company is exposed to risks of varying degrees of significance and likelihood, which could affect its ability to achieve its 
strategic objectives for growth. The main objectives of the Company’s risk management process are to ensure that risks are 
properly identified and that the capital base is adequate in relation to those risks. The principal financial risks to which the 
Company is exposed are described below:

(a) Credit Risk

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its contractual 
obligation and arises principally from the Company’s trade and other receivables. The amounts reported in the statements of 
financial position for trade receivables are net of expected credit losses, estimated by the Company’s management based on 
prior experience and their assessment of the current economic environment.

The Company’s trade receivables consist primarily of balances from customers operating in the oil and gas industry, both 
domestically and internationally, as the Company sells its products and services in approximately 60 countries worldwide. 
Some of these countries have greater economic and political risk than experienced in North America, and as a result there 
may be greater risk associated with sales in those jurisdictions. The Company manages this risk by invoicing for the full license 
term in advance for the majority of software license sales and by invoicing as frequently as the contract allows for consulting 
and contract research services. In cases where collectability is not deemed probable, revenue is recognized upon receipt of 
cash, providing all other criteria have been met. Historically, the Company has not experienced any significant losses related to 
individual customers or groups of customers in any particular geographic area. At March 31, 2026, the Company assessed 
credit risk related to its accounts receivable and established an impairment allowance of $0.3 million (2025 – $0.1 million). In 
fiscal 2026, most of the Company's impairment allowance related to receivables from customers located in geopolitically 
unstable countries.

As at March 31, 2026, the Company has a concentration of credit risk with 3 customers which have an outstanding balance of 
5% or more of total trade and accrued receivables. These 3 customers represent 36% of total trade and accrued receivables 
(2025 – 5 customers; 51%).

The carrying amount of trade and other receivables represents the maximum credit exposure. The maximum exposure to 
credit risk at March 31, 2026 was $29.2 million (2025 – $41.5 million). The aging of trade and other receivables at the reporting 
date was:

(thousands of $) March 31, 2026 March 31, 2025
Current  17,238 29,007
31-60 days  7,292 6,792
61-90 days  3,230 490
Over 90 days  1,399 5,168
Balance, end of year  29,159 41,457

The Company assesses the creditworthiness of its customers on an ongoing basis and regularly monitors the amount and age 
of balances outstanding. Payment terms with the majority of customers are 30-90 days from invoice date; however, industry 
practice can extend these terms. Accordingly, the Company views the credit risk on these amounts as normal for the industry.

The Company minimizes the credit risk of cash, restricted cash and short-term investment by holding such financial assets 
with a reputable financial institution.

(b) Market Risk

i. Foreign Exchange Risk

The Company operates internationally and primarily prices its products in either the Canadian or US dollar. This gives rise to 
exposure to market risks from changes in the foreign exchange rates between the Canadian and US dollar. Approximately 
68% (2025 – 77%) of the Company’s revenues for the year ended March 31, 2026 were denominated in US dollars, and at 
March 31, 2026, approximately US $21.8 million (2025 – US $50.4 million) of the Company’s working capital was denominated 
in US dollars. 

Management Discussion & Analysis 22 Computer Modeling Group Ltd. 2026



The Company currently does not use derivative instruments to hedge its exposure to those risks, but since approximately 48% 
(2025 – 52%) of the Company’s total costs are also denominated in US dollars, they provide a partial economic hedge against 
the fluctuation in this currency exchange.

The Company’s operations are exposed to currency risk on US-dollar denominated financial assets and liabilities with 
fluctuations in the rate recognized as foreign exchange gains or losses in the consolidated statement of operations and 
comprehensive income. It is estimated that a one cent change in the US dollar would result in a net change of approximately
$0.2 million to equity and net income for the year ended March 31, 2026. A weaker US dollar with respect to the Canadian 
dollar will result in a negative impact, while the reverse would result from a stronger US dollar.

ii. Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market interest rates. CMG’s exposure to the risk of changes in market interest rates relates primarily to CMG's credit facility 
debt obligations with variable interest rates and cashflows from changes in interest rates on cash balances. The Company 
monitors and analyzes interest rate risk on a regular basis and mitigates interest rate risk by holding cash or liquid assets 
which allows flexibility to adjust positions when rates change. Where applicable, the Company’s policy is to invest excess cash 
in interest-bearing deposits and/or guaranteed investment certificates issued by a reputable financial institution. 

As at March 31, 2026, a 1% change in variable interest rates, with all other variables held constant, including the amount  
drawn under the credit facility and cash balances, would have resulted in an increase or decrease in equity and net income for 
the year ended March 31, 2026 of approximately $0.2 million (2025 - $0.3 million). 
 
(c) Liquidity Risk

Liquidity risk is the risk that the Company is not able to meet its financial obligations as they fall due or can do so only at 
excessive cost. The Company manages liquidity risk through the management of its capital structure as outlined in note 19 of 
the audited consolidated financial statements. The Company’s growth is financed through a combination of the cash flows from 
operations, its cash balances on hand and debt. Given the Company’s available liquid resources as compared to the timing of 
the payments of its liabilities, management assesses the Company’s liquidity risk to be low. The Company monitors its 
expenditures by preparing annual budgets that are periodically updated. The Company’s trade payables are due within one 
year. At March 31, 2026, the Company has sufficient liquidity, including approximately $93 million of the line of credit available 
for its use, to meet it's obligations.

BUSINESS RISKS

Our overall performance and results of operations are subject to various business  risks and uncertainties that may materially 
and adversely affect our business, products, financial condition and operations. The Company’s fulsome discussion over its 
risk factors are disclosed in the annual Managements Discussion & Analysis and Annual Information Form dated May 21, 2026 
available under our profile on www.sedarplus.ca. CMG Group’s activities exposes it to a variety of business risks, such as:
Cyber Risk

The Company is dependent on information technology (“IT”) infrastructure to process, transmit and store electronic 
information, to advertise, inform and train around the Corporation’s products and services, to manage business operations and 
for the functioning and/or delivery of the Corporation’s products and services. The Corporation’s IT infrastructure is composed 
of hardware, software, networks, data centre facilities, web servers, and all related equipment. Natural disasters, energy 
blackouts, operating malfunction, viruses or malware, cyber security attacks, theft, computer or telecommunication errors, 
human error, internal or external misconduct or other unknown disruptive events could result in the temporary or permanent 
loss of any or all parts of the Corporation’s IT infrastructure. Any such incident or breach could create system disruptions and 
slowdowns or could result in the loss of potential sales and existing clients. In such an event, the information stored in the 
Corporation’s IT infrastructure could be accessed, publicly disclosed, lost, or stolen, which could subject the Corporation to 
liability and cause the Corporation to incur significant costs associated with remediation efforts and recovery activities. As the 
Corporation’s operational success places significant reliance on intellectual property and proprietary business data, such 
occurrences could cause negative publicity, loss of sales, and litigation, affect the Corporation’s business and financial results, 
and harm the Corporation’s reputation.
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To date, the Company has not experienced any material losses relating to cyber attacks or other information security 
breaches. The Company’s cyber risk oversight is conducted by the audit committee of the Board (the “Audit Committee”).

Intellectual Property Risk

The Company regards its software as proprietary and attempts to protect it with copyrights, trademarks and trade secret 
measures, including restrictions on disclosure and technical measures. Despite these precautions, it may be possible for third 
parties to copy the Corporation’s programs or aspects of its trade secrets. The Corporation’s existing patents, patent 
applications and legal and technical precautions provide only limited practical protection. The Corporation could incur 
substantial costs in protecting and enforcing its intellectual property rights. Moreover, from time to time, third parties may 
assert patent, trademark, copyright and other intellectual property rights to technologies that are important to the Corporation. 
In such an event, the Corporation may be required to incur significant costs in litigating a resolution to the asserted claim. 
There can be no assurance that such a resolution would not require that the Corporation pay damages or obtain a license of a 
third party’s proprietary rights in order to continue licensing its products as currently offered, or, if such a license is required, 
that it will be available on terms acceptable to the Corporation

We are not aware of any infringement of any third party’s patent rights, copyrights, trade secrecy rights or other intellectual 
property disputes in the development or support of its products.

Acquisition Risk

The Company’s growth strategy partly depends on our ability to obtain additional technologies and complementary product 
lines through selective acquisitions and strategic investments. There is no assurance that we will find suitable companies to 
acquire or be successful in completing such acquisitions. 

Each acquisition that we complete may present risks, including: challenges in achieving our strategic goals and initiatives; 
failing to achieve anticipated growth projections, revenue increases or cost savings; failure to develop new products and 
services that utilize the technologies and resources of the acquired companies; disruption of our ongoing business and 
diversion of management's attention to transition or integration issues; liabilities that were not identified during the acquisition 
process; the loss of our key employees, customers, and partners or those of the acquired companies or businesses; and 
cybersecurity and data privacy risks as described above.

Future acquisitions may involve the expenditure of significant cash resources; the incurrence of debt, which increases interest 
expense and leverage; or the issuance of equity, which could be dilutive to shareholders and may decrease earnings per 
share. We allocate a portion of the purchase price to goodwill and intangible assets. If we do not realize all the economic 
benefits of an acquisition, there could be an impairment of goodwill or intangible assets. Furthermore, impairment charges are 
generally not tax-deductible and will result in an increased effective income tax rate in the period the impairment is recorded. If 
we do not achieve the anticipated benefits of our acquisitions as rapidly or to the extent anticipated by our management or 
financial and industry analysts, there could be a significant adverse effect on our share price, business and consolidated 
financial statements.

Competition Risk

The Company faces the risk that increasing competition within the reservoir simulation and seismic software market may 
reduce its market share, revenue growth, and profitability due to the presence of established industry vendors, emerging niche 
technology providers, and evolving customer demands within the energy sector.

This risk may arise from competitors offering more advanced or cost-effective solutions, including higher- simulation models, 
improved seismic data accuracy, faster computational performance, or better integration with industry-standard workflows and 
platforms. Large, well-capitalized competitors may leverage established relationships with oil and gas operators, broader 
product ecosystems, and greater investment in research and development to maintain or expand their market position.

Additionally, technological advancements such as high-performance computing, cloud-based simulation, and artificial 
intelligence-driven interpretation may shift customer expectations and render the company’s offerings less competitive if not 
adopted or integrated in a timely manner. The emergence of open-source tools or in-house solutions developed by major 
operators may further intensify competitive pressures.
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If the Company is unable to effectively differentiate its products or keep pace with innovation, it may experience pricing 
pressure, reduced customer acquisition, and increased customer churn. The Company may also face longer sales cycles, loss 
of key contracts, and reduced success in competitive bidding processes.
The Company’s continuing ability to address these risks will depend, to a large extent, on its ability to retain a technically 
competent research and development staff and to adapt to technological advances in the industry.

Demand for Seismic Data

The Company’s ability, to generate revenue, EBITDA, free cash flow and earnings from seismic software licencing depends on 
the demand for seismic data from its oil and gas, and energy customers over geological plays and areas that such customers 
focus on in a given period. Activity in such plays and areas depends on commodity prices, clients’ budgets, geological 
understanding, advances in drilling technology, government fiscal and regulatory regimes, and access to processing and 
pipeline capacity, all of which are beyond the Company’s control. The Company will continue to diversify its operations and 
revenue streams, to reduce any potentially negative impact on any particular revenue stream.

Risk of Non-Compliance with Anti-Corruptions and Anti-Bribery Laws 

The Company faces the risk of non-compliance with applicable anti-corruption and anti-bribery laws and regulations across the 
multiple jurisdictions in which it operates, including countries in South America, Europe, and the Middle East. This risk arises 
from the complexity of conducting business in diverse regulatory environments, including interactions with state-owned or 
state-influenced oil and gas entities, the use of third-party agents, distributors, and partners, and participation in public and 
private sector procurement processes. Certain jurisdictions may present elevated corruption risk due to local business 
practices, regulatory expectations, or enforcement variability. Additionally, non-compliance may lead to reputational damage, 
loss of customer trust, and disruption of operations in key markets. The Company may also face increased scrutiny from 
regulators, business partners, and investors, as well as constraints on its ability to expand into new jurisdictions or maintain 
existing relationships.

Commodity Price Risk

The Company’s customers are primarily oil and gas companies, and the Company depends on its customers’ capital and 
operating spending budgets. Commodity price volatility and changing economic conditions could adversely affect the 
Company’s customers’ budgets, which could negatively affect demand for the Company’s products and the Company’s 
financial results. Additionally, sales of perpetual licenses, which require a relatively higher initial outlay, may decrease in favour 
of leasing software on a term basis. Volatility in commodity prices could also have an impact on the Company’s professional 
services business.

Customer Concentration Risk

The Company has a large customer base, however one single customer accounted for 20% of the consolidated revenues of 
the Company this fiscal year. Notwithstanding, the loss of one or more major customers, further consolidation in the industry, 
or a reduction in the amount of business the Company conducts with any of its major customers, could have a significant 
impact on the Company’s revenue if not offset by obtaining new customers or increasing the amount of business it conducts 
with existing customers.

To increase its revenue and achieve and maintain profitability, the Company must regularly add new customers or sell 
additional technologies and services to its existing customers. Numerous factors, however, may impede its ability to add new 
customers and sell additional technologies and services to its existing customers, including its inability to convert companies 
that have been referred to the Company by its existing network into paying customers, failure to attract and effectively train 
new sales and marketing personnel, failure to retain and motivate its current sales and marketing personnel, failure to develop 
relationships with partners or resellers and/or failure to ensure the effectiveness of its marketing programs. In addition, if 
prospective customers do not perceive its technologies and services to be of sufficiently high value and quality, it will not be 
able to attract the number and types of new customers that it is seeking.

As we grow our revenue and expand our market segments, we will continue to diversify its customer base and reduce our 
reliance on one customer.
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Artificial Intelligence Risk

Our predictive analytics and AI offerings may be subject to increased legal and regulatory risks, as jurisdictions around the 
world begin to introduce laws and regulations relating to the use of artificial intelligence (“AI”). The interpretation of these laws 
and regulations is constantly evolving. There is a risk that these laws may be interpreted and applied in conflicting ways from 
country to country. Many of these current and proposed laws and regulations, including the EU AI Act and Canada Artificial 
Intelligence and Data Act (AIDA), contain detailed requirements regarding the use of AI and require internal accountability and 
governance frameworks. Complying with these varying international requirements could cause us to incur additional costs and 
change our business practices. 

We could be adversely affected if laws or regulations are expanded to require changes in our products or business practices, if 
governmental authorities in the jurisdictions in which we do business interpret or implement their laws or regulations in ways 
that negatively affect our business or if clients or other parties allege that their information was misappropriated in the delivery 
of an AI solution. This could reduce the demand for our products if we fail to design or enhance our products and third party 
suppliers management procedures to comply, and enable our clients and suppliers to comply, with the AI measures required in 
relevant jurisdictions. Additionally, AI offerings that require data sets to train our AI models are impacted by availability of such 
data, including customer data where applicable. AI driven offers also introduce new risks such as model risk, explainability, 
transparency, bias, intellectual property, hallucinations, and others risks. These risks can have material impact on the 
performance of our AI offers.

Revenue from Energy Transition

Revenue from energy transition, particularly carbon capture and storage (“CCS”), has been growing over the past several 
years. Various governments have implemented policies and funding to promote the adoption of CCS as part of their climate 
change initiatives and our CCS customers rely on government grants to subsidize their CCS projects.

Our CCS clients are exposed to risk of regulatory uncertainty surrounding CCS policies and funding. Reduced support and 
funding by the governments may affect the cost and timeline of CCS projects and have a negative impact on the Company’s 
revenue derived from CCS customers. Revenue from energy transition, particularly CCS, has grown over the past several 
years. Various governments have implemented policies and funding to promote the adoption of CCS as part of their climate 
change initiatives and our CCS customers rely on government grants to subsidize their CCS projects.

Our CCS clients are exposed to risk of regulatory uncertainty surrounding CCS policies and funding. Reduced support and 
funding by the governments may affect the cost and timeline of CCS projects and have a negative impact on the Company’s 
revenue derived from CCS customers.

Tax Liability Risk

The Company is subject to taxes in several jurisdictions around the world. Significant judgment is required in determining the 
Company’s worldwide liability for income, indirect and other taxes, as well as potential penalties and interest. Although 
management believes that all expenses and tax credits claimed by the Company, including research and development 
expenses and foreign tax credits, are reasonable, deductible and have been correctly determined, tax authorities may disagree 
with the treatment of items reported by the Company, the result of which could have a material adverse effect on its financial 
condition and results of operations.

The Company conducts operations worldwide through subsidiaries in various tax jurisdictions pursuant to transfer pricing 
arrangements with its subsidiaries. If two or more affiliated companies are located in different countries, the tax laws or 
regulations of each country generally will require that transfer prices be the same as those between unrelated companies 
dealing at arm’s length. While the Company believes that it operates in compliance with applicable transfer pricing laws and 
intends to continue to do so, a tax authority in one or more jurisdictions could challenge the validity of the Company’s related-
party transfer pricing methodologies, which could result in adjustments in favor of the taxing authority.

Qualified Personnel Risk

The Company’s continued success is substantially dependent on the performance of its key employees and officers. The loss 
of the services of qualified personnel as well as failure to attract additional key personnel could have a negative impact upon 
the Company’s business, operating results and financial condition. 
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As a result of more flexible working arrangements, employees have more options when looking for employment, because they 
can work remotely for employers located in other provinces or countries. Consequently, employers find themselves competing 
for talent not only locally, but with other employers from around the world. Due to high levels of competition for qualified 
personnel, there can be no assurance that the Company will be successful in retaining and attracting such personnel. The 
Company attempts to overcome this by offering an attractive compensation package and providing an environment that 
provides the intellectual and professional stimulation sought by our employee group.

Climate Change Risk

The recent shift toward public and government support of climate change initiatives, such as emission reduction targets, clean 
energy standards, and alternative energy incentives and mandates, could impact the demand for hydrocarbons in Canada and 
around the world. Our clients are predominantly oil and gas exploration and production companies; therefore, increasing 
environmental regulations, taxes, laws or penalties could reduce oil and gas producers’ cash flow by way of reduced demand, 
increased capital expenditures and increased operating expenses, as well as increased delays, costs or legal hurdles, which 
may not be recoverable in the marketplace. Such regulation changes include, but are not limited to, curtailment rules, new 
climate change regulations and the implementation of the Canadian Energy Regulator Act. The complexity and breadth of 
changes in environmental regulation make it extremely difficult to predict the potential impact to the Company; however, it is 
possible to conclude that these developments and future developments in the energy sector could adversely impact the 
demand for the Company’s products.

Energy Transition

In addition to emissions regulations and the physical risks of climate change, climate-related energy transition risks could have 
a material adverse effect on the Company’s business, financial condition and results of operations, and could adversely impact 
the Company’s reputation. For example, increased public opposition to companies in the oil and gas sector could lead to 
constrained access to insurance, liquidity and capital and changes in demand for the Company’s products, which may impact 
its revenue. Increasing pressure by the Company’s clients to develop new technologies to help such clients reduce the 
intensity of the clients’ operations and emissions could require significant capital investment in research and development. 

Certain of our existing technology has differentiating capabilities built into its software products that can also be directly applied 
to the energy transition needs of its customers.

Extreme Climatic Conditions

Climate change may increase the frequency of severe weather conditions and natural disasters, such as flooding and forest 
fires, shifts in temperature and precipitation, and changing sea levels. The Company’s major customers are oil and gas 
exploration and production companies, and the operations of these customers can be affected by extreme weather, which can 
threaten their assets and available cash. This may result in cessation or diminishment of production or implementation of new 
projects, which can affect the demand for the Company’s products and adversely affect the Company’s financial results. Our 
client base is well diversified geographically with customers in more than 60 countries.

Geopolitical Risk

The Company sells its products and services in approximately 60 countries and maintains offices in Canada, the US, the 
United Kingdom, Norway, the United Arab Emirates, Colombia, India, Brazil, Germany and Malaysia. Some of these countries 
have greater economic, political and social risks than North America. Some of those risks include:

• costs associated with the use of foreign agents and contractors;
• difficulties in collecting accounts receivable;
• currency restrictions and exchange rate fluctuations;
• the burdens of complying with a wide variety of foreign laws;
• changes in laws governing existing operations and contracts;
• changes to taxation policies dramatically increasing tax costs to the Company;
• possible social, labour, political, and economic instability, including the war in Ukraine and the conflict in the 

Middle East;
• economic and legal sanctions (including with respect to the economic sanctions on Russia as a result of the war 

in Ukraine and the Middle east); and
• non-compliance with applicable anti-corruption and bribery laws.
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There is material uncertainty about the extent to which the above risks will continue to impact economic and financial affairs, 
as the numerous issues arising from the conflict are in flux and there is the potential for escalation of the conflict both within 
Europe, the Middle East and globally. Any disruption in our ability to complete a sales cycle, including disruption of travel to 
clients’ locations to provide training and support, and the cost of reorganizing daily activities of foreign operations, could have 
an adverse effect on our business, financial condition and operational results. We mitigate the potential adverse effect on sales 
by invoicing for the full license term in advance for the majority of software license sales and by invoicing as frequently as the 
contract allows for consulting and contract research services. In addition, we consults with tax advisors on complex tax issues 
and engages professional tax firms to review its tax filings in foreign jurisdictions. The Company closely monitors the business 
and regulatory environments of the countries in which it conducts operations to minimize the potential impact on costs and 
operations.

Non-compliance with applicable anti-corruption and bribery laws could subject the Company to onerous penalties and the 
costs of prosecution. We have established business practices and internal controls to minimize the potential occurrence of any 
irregular payments. In addition, the Company has established well-defined anti-corruption and bribery policies and procedures 
that each employee and contractor is required to sign indicating their compliance.

Ownership or Control Restrictions in Foreign Jurisdictions

Non-resident individuals and non-domiciled foreign legal entities may be subject to restrictions on the acquisition or lease of 
properties in certain emerging markets. Limitations also apply to legal entities domiciled in such countries which are controlled 
by foreign investors, such as the entities through which CMG may operate in certain countries. Accordingly, CMG’s current and 
future operations may be impaired as a result of such restrictions on the acquisition or use of property, and our ownership or 
access rights in respect of any property we own or lease in such jurisdictions may be subject to legal challenges, all of which 
could result in a material adverse effect on the Company’s business, results of operations, financial condition and cash flows.

General State of the Economy Risk

Our business is affected by general economic conditions, including international, national, regional and local economic 
conditions, all of which are outside of our control. Recent events in the financial markets have demonstrated that businesses 
and industries throughout the world are closely connected to each other. As a result, financial developments seemingly 
unrelated to us or to our industry may materially adversely affect us over the course of time. Economic slowdowns or 
downturns, weak economic conditions or recessions, cyclical trends, increases in interest rates, variations in currency 
exchange rates, reduced client spending, employment levels, lower than expected job growth, labor shortage, the general 
health of the economy and other factors could have a material adverse effect on our business, prospects, financial condition 
and results of operations. Although our operations are functionally and geographically diversified, significant erosion in levels 
of activity in any segment in which we operate could have a negative impact on our business, prospects, financial condition 
and results of operations.

Refer to discussion above under "Commodity Price Risk", "Credit and Liquidity Risks" and below under Inflation Risk for the 
mitigation of these risks which addresses the overall economic risk.

Inflation Risk

Inflation rates in the jurisdictions in which the Company operates have continued to increase. General inflationary pressures, 
may affect the Company’s labour and other input costs and such pressures may or may not be transitory. As nearly 70% of the 
Company’s costs relate to its people, wage inflation could affect the Company’s ability to retain qualified staff and may also 
impact the Company’s succession planning. Any continued upward trajectory in the inflation rate for the Company’s inputs may 
have a material adverse effect on the Company’s operating and capital expenditures for the development of its projects as well 
as its financial condition and results of operations.
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Sales Variability Risk

While the Company’s software license revenue consists primarily of annuity/maintenance software licensing and annuity 
license fees, which are generally for terms of one year or less, a smaller portion of the Company’s software license revenue 
consists of  perpetual software licensing. 

Perpetual software licensing means that the client purchases a current version of certain software and obtains the right to use 
that version in perpetuity. Software licensing under perpetual sales comprised 3% to 6% of the Company’s total software 
licensing revenue over the last two fiscal years but is more variable in nature as the purchase decision and timing fluctuate 
with customers’ needs and budgets. The Company has found that a number of customers prefer to acquire perpetual software 
licenses rather than leasing the software on an annual basis. The Company’s experience is that a number of these customers 
are purchasing additional licenses to allow more users to access the Company’s technology in their operations. The Company 
has found that a large percentage of its clients who have acquired perpetual software licenses are subsequently purchasing 
maintenance licenses to ensure they have access to current technology. 

The variability in sales of perpetual licenses may cause significant fluctuations in the Company’s quarterly and annual financial 
results, and these results may not meet the expectations of investors. Accordingly, the Company’s past results may not be a 
good indication of its future performance. 
Our customers are both domestic and international oil and gas companies, and for the year ended March 31, 2025, one 
customer comprised 22% of the Company’s total revenue (year ended March 31, 2024 – one customer 20%). As we grow our 
revenue and expand our market segments, we will continue to diversify its customer base and reduce our reliance on one 
customer.

Tariff Risk

New tariffs and evolving trade policy between the United States and other countries, including Canada, may have an adverse 
effect on our business and results of operations. There is currently significant uncertainty with respect to trade policies, 
treaties, government regulations and tariffs. Any imposition of tariffs, counter tariffs or surtaxes between nations could 
negatively impact the Company’s operations and financial health, raise operational costs, and diminish our ability to offer 
competitive pricing. These factors could also lead to reduced client spending and lower market demand. As of the date of this 
document, the extent and duration of such tariffs is unclear and the potential impact of these tariffs on the Company’s 
operations remains uncertain.

Litigation

The Company may become party to litigation from time to time in the ordinary course of business which could adversely affect 
its business. Should any litigation in which the Company becomes involved be determined against the Company, such a 
decision could adversely affect the Company’s ability to continue operating and the market price for the Company’s common 
shares and could use significant resources. Even if the Company is involved in litigation and wins, litigation can redirect 
significant company resources. While the Company cannot predict the outcome of any litigation it is or may be involved in, it 
intends to assert all available defences and vigorously defend these proceedings. Defending litigation, whether or not 
meritorious, is time-consuming for management and detracts from the Company’s ability to fully focus its internal resources on 
its business activities. In addition, legal fees and costs incurred in connection with such activities may be significant and the 
Company could, in the future, be subject to judgments or enter into settlements of claims for significant monetary damages. 
Further, the Company may be, or from time to time become, party to agreements that contain contractual indemnification 
provisions that may require the Company to indemnify the contractual counterparty(ies) with respect to the claims against them 
and their legal costs of defending the actions. A decision adverse to the Company’s interests could result in the payment of 
substantial damages and could have a material adverse effect on our cash flow, results of operations and financial position, 
and the limits of available insurance may be insufficient to cover our eventual liability. 

Environmental, Social, and Governance (ESG) Risks

There is an increased expectation by various stakeholders to address social, sustainability and environmental challenges, 
including but not limited to: (i) addressing climate change, (ii) upholding fundamental human rights and promoting a fair and 
inclusive work environment; and (iii) demonstrating exemplary governance in managing ESG risk. As a result, new ESG 
standards, regulations and trends have been rapidly evolving over the past few years. An inability to manage this risk can 
result in higher costs of capital, regulatory compliance and disclosures. 
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We are making efforts toward reducing our carbon footprint, promoting social initiatives and implementing strong governance 
policies. If our initiatives do not meet the expectations of various stakeholders or satisfy regularly evolving regulations, 
standards and trends, there could be a material adverse impact on our operations. 
This could be in the form of lost revenues, loss of market share, negative publicity, damage to our reputation, regulatory 
penalties and/or fines, decreased attractiveness to investors and key personnel, as well as significant operating costs, each of 
which could have a material adverse effect on the Company’s business, financial condition and results of operations. 

Further, reducing climate change and the environmental impacts of industry have become the subject of increased focus by 
stakeholders and governments. Environmental concerns may result in environmental taxes, charges, regulatory schemes, 
assessments or penalties that affect our clients, particularly those in sectors which are otherwise sensitive to climate change 
legislation and regulation. Our clients could suffer increased costs and decreased demand for their products and services, 
which could lead them to reduce costs and the use of our services.

We continue to monitor ESG standards and implementation of ESG disclosure as required by the IASB.

To the extent required, we involves external experts in the discussion and evaluation of these risks to ensure the Company 
understands the nature and implications of any potential disclosure and planning initiatives undertaken to comply with 
disclosure standards. 

Price Volatility of the Common Shares

The outstanding Common Shares are listed on the TSX , under the symbol "CMG”. The market price of the Common Shares 
may be volatile and subject to wide fluctuations in response to numerous factors, many of which are beyond CMG’s control. 
Companies operating in the oil and gas sector have also been experiencing extreme volatility in their trading prices. This 
volatility may affect the ability of holders of Common Shares to sell their securities at an advantageous price. Market price 
fluctuations in the Common Shares may be due to the Company’s operating results failing to meet expectations of securities 
analysts or investors in any period, downward revision in securities analysts’ estimates, adverse changes in general market or 
industry conditions or economic trends, acquisitions, dispositions or other material public announcements by the Company or 
its competitors, along with a variety of additional factors. These broad market fluctuations may adversely affect the trading 
price of the Common Shares. 

Financial markets historically at times experienced significant price and volume fluctuations that have particularly affected the 
market prices of equity securities of companies and that have often been unrelated to the operating performance, underlying 
asset values or prospects of such companies. Accordingly, the market price of the Common Shares may decline even if the 
Company’s operating results, underlying asset values or prospects have not changed. Additionally, these factors, as well as 
other related factors, may cause decreases in asset values that are deemed to be other than temporary, which may result in 
impairment losses. There can be no assurance that continuing fluctuations in price and volume will not occur. If such increased 
levels of volatility and market turmoil continue, the Company’s operations could be adversely impacted, and the trading price of 
the Common Shares may be materially and adversely affected.

General Business Risk and Liability

Given the nature of the Company’s business, it may from time to time be subject to claims or complaints from investors or 
others in the normal course of business. The legal risks facing the Company, its directors, officers, employees or agents in this 
respect include potential liability for violations of securities laws, breach of fiduciary duty and misuse of investors’ funds. Some 
violations of securities laws and breach of fiduciary duty could result in civil liability, fines, sanctions, or the suspension or 
revocation of the Company’s right to carry on its existing business. The Company may incur significant costs in connection with 
such potential liabilities.

Sufficiency of Insurance

The Company maintains various types of insurance which may include errors and omissions insurance; directors’ and officers’ 
insurance; property coverage; and, general commercial insurance. While we may have insurance to protect our assets, 
operations, and employees, such insurance is subject to coverage limits and exclusions and may not be available for the risks 
and hazards to which we are exposed. There is no assurance that claims will not exceed the limits of available coverage; that 
any insurer will remain solvent or willing to continue providing insurance coverage with sufficient limits or at a reasonable cost; 
or, that any insurer will not dispute coverage of certain claims due to ambiguities in the policies. 
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There can also be no assurance that such insurance will be adequate to cover the Company’s liabilities or that it will be 
available in the future or at all, and that it will be commercially justifiable. The Company may be subject to liability for risks 
against which it cannot insure or against which it may elect not to insure due to the high cost of insurance premiums or other 
factors. A judgment against any member of the Company in excess of available coverage could have a material adverse effect 
on the Company in terms of damages awarded and the impact on the reputation of the Company. 
The payment of any such liabilities would reduce the funds available for its normal business activities. Payment of liabilities for 
which the Company does not carry insurance may have a material adverse effect on its business, financial condition and 
operations.

Significant Obligations as a Public Company

The Company is subject to evolving corporate governance and disclosure regulations that may from time to time increase 
CMG’s risk of non-compliance, which could adversely impact the price of the Common Shares. The Company is also subject to 
various rules and regulations as implemented by a number of governmental and self-regulated bodies, including, but not 
limited to, the Canadian Securities Administration, the TSX and the International Accounting Standards Board. These rules and 
regulations continue to evolve in scope and complexity creating many new requirements.

Fraudulent or Illegal Activities by Employees, Contractors or Consultants Risk

The Company is exposed to the risk that its employees, independent contractors and consultants may engage in fraudulent or 
other illegal activity. Misconduct by these parties could include intentional, reckless and/or negligent conduct or disclosure of 
unauthorized activities to the Company that violates: (i) government regulations; (ii) intellectual property ownership; or (iii) laws 
that require the true, complete and accurate reporting of financial information or data. It is not always possible for the Company 
to identify and deter misconduct by its employees and other third parties, and the precautions taken by the Company to detect 
and prevent this activity may not be effective in controlling unknown or unmanaged risks or losses or in protecting the 
Company from governmental investigations or other actions or lawsuits stemming from a failure to be in compliance with such 
laws or regulations. If any such actions are instituted against CMG, and it is not successful in defending itself or asserting its 
rights, those actions could have a significant impact on our business, including the imposition of civil, criminal and 
administrative penalties, damages, monetary fines, contractual damages, reputational harm, diminished profits and future 
earnings, and curtailment of the Company’s operations, any of which could have a material adverse effect on the Company’s 
business, financial condition and results of operations.

Evolving Laws and Regulation

The Company’s website and operations collect some user information, including personal information. The website is not used 
for e-commerce transactions, and we neither receives nor retains financial information from its website users. Our products are 
not known to have any security vulnerabilities and are engineering decision-making tools and are not employed in a cyber 
security (mitigation or defensive) role, as part of its clients’ IT infrastructure. The Company’s software releases are scanned for 
software viruses and malware, confirming a lack thereof, prior to delivery to clients. 

Companies that use, transmit or store data are increasingly becoming subject to legislation and regulations in numerous 
jurisdictions. Privacy and data protection laws are constantly evolving and there is a risk that these laws may be interpreted 
and applied in conflicting ways from country to country. Because the Company’s products and services are sold worldwide, 
certain jurisdictions may claim that it is required to comply with such laws and may cause us to incur additional costs. The 
Company could also be affected if legislation or regulations are expanded to require changes in its products, services or 
business practices. 

The Company’s management and Board of Directors monitor these risks on a quarterly basis and discusses strategies to deal 
with these risks (along with all other identified risks of the Company) at its annual strategic planning session. Overall, we are 
not able to estimate, at this time, the degree to which climate change related regulatory, climatic conditions, and energy 
transition risks could impact the Company’s financial and operating results.

For more information on the risk factors that could cause our actual results to differ from current expectations, see “Risk 
Factors” in the Annual Information Form filed May 21, 2026. All forward-looking information is provided as of the date of this 
MD&A. We do not undertake to update any such forward-looking information whether as a result of new information, future 
events or otherwise, except as required by law.
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COMMITMENTS, OFF BALANCE SHEET ITEMS AND TRANSACTIONS WITH RELATED PARTIES

Commitments and off-balance sheet items 

CMG Group has only minor ongoing material contractual obligations other than prepaid licenses, which are reflected as 
deferred revenue on the statement of financial position, and contractual obligations for office leases, which are estimated to be 
as follows as at March 31, 2026:

(thousands of $) Undiscounted lease
liability payments

Operating costs
and short-term leases

Total commitments

Less than one year  4,284  1,706  5,990 
Between one and five years  16,475  4,764  21,239 
More than five years  25,175  6,492  31,667 

 45,934  12,962  58,896 

Related Parties Transactions 

The Company enters into transactions with related parties in the normal course of business with its wholly owned subsidiaries 
which are eliminated upon consolidation. For more information on these transactions and Key Management Personnel 
Compensation, refer to note 24 of the 2026 audited consolidated financial statements.

OUTSTANDING SHARE DATA

The following table represents the number of common shares, stock options, restricted share units and performance share 
units outstanding:

As at May 21, 2026
 (thousands) 

Common shares  77,994 
Stock options  3,665 
Restricted share units(1)  16 
Performance share units(1)  157 

(1) Upon vesting, restricted share units and performance share units can be exchanged for common shares of the Company or surrendered for cash.

The maximum number of common shares that may be reserved for issuance under the Company’s security-based 
compensation plans is limited to 10% of the issued and outstanding common shares. Based on this calculation, at May 21, 
2026, CMG Group could reserve up to 7,799,400 common shares for issuance under its security-based compensation plans.

CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of financial statements requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the dates of the financial statements 
and the reported amounts of revenues and expenses during the reporting periods. By their nature, these estimates are subject 
to estimation uncertainty. The effect on the Financial Statements of changes in such estimates in future periods could be 
material and would be accounted for in the period in which the estimates are revised and in any future periods affected.

Contracts with multiple products or services 

Contracts with customers often include promises to deliver multiple products, such as licenses and maintenance, upgrades 
and support (collectively, “maintenance”). Determining whether such bundled products and services are considered i) distinct 
performance obligations that should be separately recognized or ii) non-distinct and therefore should be combined with 
another good or service and recognized as a combined unit of accounting may require significant judgment. The determination 
of the standalone selling prices (“SSP”) for distinct performance obligations can also require judgment and estimates. SSP for 
a performance obligation in a contract with customers is an estimate of the price that would be charged for the specific product 
or service if it was sold separately in similar circumstances and to similar customers.  
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Since the Company does not sell term-based annuity licenses individually without maintenance and there is no comparable 
product in the market, there is no observable SSP for term-based software annuity licenses.

The Company allocates the value of bundled annuity agreements between software licenses and maintenance using either the 
residual approach or the adjusted market assessment approach.  When the Company has an observable SSP for its 
maintenance performance obligation, the Company allocates the value of bundled annuity agreements between software 
licenses and maintenance using the residual approach, by subtracting the SSP of maintenance from the total annuity 
agreement fee. 
When the Company does not have an observable SSP for its maintenance performance obligation, the Company determines 
the SSP by an adjusted market assessment approach using reasonably available information and maximizing observable 
inputs including historical pricing.

Professional services revenue

The Company applies estimates when calculating professional services revenue from certain consulting contracts as it relates 
to remaining labour hours required to complete the contract. Estimates are continually and routinely revised as new 
information becomes available. In assessing revenue recognition. For professional service contracts billed on a fixed price 
basis, revenue is recognized over time based on the proportion of services performed and completed.  

Intangible Assets

Acquired intangible assets – The Company uses the income approach to value acquired technology, customer relationships 
and trade name/trademarks. The income approach is a valuation technique that calculates the estimated fair value of an 
intangible asset based on the estimated future cash flows that the asset can be expected to generate over its remaining useful 
life.

The Company utilizes the discounted cash flow methodology which is a form of the income approach that begins with a 
forecast of the annual cash flows that a market participant would expect the subject intangible asset to generate over a 
discrete projection period. The forecasted cash flows for each of the years in the discrete projection period are then converted 
to their present value equivalent using a rate of return appropriate for the risk of achieving the intangible assets' projected cash 
flows, again, from a market participant perspective. The present value of the forecasted cash flows is then added to the 
present value of the residual value of the intangible asset (if any) at the end of the discrete projection period to arrive at a 
conclusion with respect to the estimated fair value of the subject intangible assets. The significant assumptions used to 
develop the forecasted annual cash flows include forecasted revenue, earnings before interest, tax, depreciation and 
amortization (“EBITDA”), EBITDA margin, contributory asset charges, and discount rates.

The Company specifically uses the relief-from-royalty method to value trade name/trademarks, the multiple period excess 
earnings to value intellectual property, and the distributor method to value customer relationships.

Segment reporting

The Company has identified its operating segments based on information reviewed by the Chief Operating Decision Maker 
(CODM). Each segment is engaged in the development, sale, and delivery of similar but distinct technology products and 
services.

Management applies significant judgment in assessing whether the operating segments meet the aggregation criteria under 
IFRS 8.12. The segments were evaluated against similar economic characteristics. Management concluded that the segments 
share similar economic characteristics and are similar in respect of: the nature of their products and services, delivery 
processes, the type and class of customer served; and their methods of distribution, being primarily recurring subscription or 
licensing arrangements.

Goodwill and impairment testing 

The Company account for business combinations using the acquisition method. The excess of the purchase price over the fair 
value of the identifiable net assets represents goodwill and is allocated to the cash generating units (“CGUs”) expected to 
benefit from the business combination. 
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Goodwill has an indefinite useful life and is not subject to amortization, however, the carrying value is subject to impairment 
testing annually, or more frequently if events or changes in circumstances indicate the carrying amount may be impaired. After 
initial recognition, goodwill is measured at cost less any accumulated impairment losses. Recoverable amount is the higher of 
fair value less costs to sell and value in use. In assessing the value in use, the estimated cash flows are discounted to their 
present value using a post-tax risk adjusted discount rate that reflects current market assessments of the time value of money 
and risks specific to the asset for which the estimates of future cash flows have not been adjusted. An impairment loss is 
recognized if the carrying amount of a CGU exceeds its estimated recoverable amount. As a result, any impairment losses are 
a result of management’s best estimates of expected cash flows at a specific point in time. 
These estimates are subject to measurement uncertainty as they are dependent on factors outside of management’s control. 
In addition, by their nature, impairment tests involve a significant degree of judgment as expectations concerning future cash 
flows and the selection of appropriate market inputs are subject to considerable risks and uncertainties.

Determination of Cash Generating Units (“CGUs”)

A CGU is the lowest group of assets that generate identifiable cash inflows that are largely independent of the cash inflows of 
other assets or groups of assets. The allocation of assets into CGUs require judgment and interpretations with respect to the 
existence of active markets, integration between assets, and the way in which management monitors the operations.

Functional currency

The determination of the functional currency is a matter of determining the primary economic environment in which an entity 
operates and the nature of the relationship between the parent company and the subsidiary. The Company uses judgment in 
the ultimate determination of certain subsidiary’s functional currency by assessing the operational factors of the subsidiary.

Stock-based compensation

We evaluate and calculate assumptions and estimates used in determining the inputs used in the Black-Scholes option pricing 
model, including assumptions regarding volatility, dividend yield, risk-free interest rates, forfeiture estimates and expected 
option lives. 

Deferred taxes

Assumptions and estimates about the amount, utilization and timing of realization and/or settlement of temporary differences 
as well as the future tax rates that will apply to those differences. Changes in those assumptions and estimates may have a 
significant impact on the amounts recorded for deferred tax assets and liabilities and could result in amounts different from 
those initially recorded. Management closely monitors current and potential changes to tax law and bases its information on 
the best available information at each reporting date.

CHANGES IN MATERIAL ACCOUNTING POLICIES AND ESTIMATES

Adoption of Recent Accounting Pronouncements

There were no new IFRS accounting standards or amendments to existing IFRS accounting standards effective for periods 
beginning on or after January 1, 2025 that had any material impact on the Company and adopted by CMG.

Future Accounting Pronouncements

IFRS 18 Presentation and Disclosure in Financial Statements

The IASB issued new IFRS 18 - Presentation and Disclosure in Financial Statements ("IFRS 18") replacing IAS 1. The new 
guidance is expected to improve the usefulness of information presented and disclosed in the financial statements of 
companies. IFRS 18 introduces the following key changes:

• Structure of the statement of income (loss): IFRS 18 introduces a defined structure for the statement of income 
(loss) composed of operating, investing, and financing categories with defined subtotals, such as operating 
earnings (loss), earnings (loss) before financing and income taxes and net earnings (loss) for the year. 
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• Required disclosures in the financial statements for certain profit or loss performance measures that are reported 
outside an entity’s financial statements (that is, management-defined performance measures); and

• Enhanced principles on aggregation and disaggregation which apply to the primary financial statements and 
notes in general.

IFRS 18 is effective for annual reporting periods beginning on or after January 1, 2027, with early adoption permitted. CMG
is currently assessing the impact of this new IFRS accounting standard on its consolidated financial statements. 

Amendments to IFRS 9 - Financial Instruments and IFRS 7 - Financial Instruments: Disclosures

In May 2024, the IASB issued narrow-scope amendments to the recognition, derecognition and classification requirements in 
IFRS 9 - Financial Instruments ("IFRS 9") and introduced additional disclosure requirements in IFRS 7 - Financial Instruments: 
Disclosure ("IFRS 7"). The amendments include:

• Clarification on the timing of recognition and derecognition of financial assets and liabilities, with a new optional 
exception introduced for earlier derecognition of financial liabilities settled through electronic payment systems.

• Introduction of additional disclosures for certain financial instruments with contractual terms that could change 
the timing or amount of contractual cash flows due to contingent events that are not directly related to changes in 
basic lending risks and costs.

• Additional guidance for assessing whether the contractual cash flows of financial assets represent solely 
payments of principal and interest and updated disclosures for equity instruments designated at fair value 
through other comprehensive income.

The amendments are effective for annual reporting periods beginning on or after January 1, 2026. Management is evaluating 
the impact of the amendments on its consolidated financial statements. 

We have not early adopted any standard, interpretation or amendment that has been issued but is not yet effective.

DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROL OVER FINANCIAL 

REPORTING

Management is responsible for establishing and maintaining disclosure controls and procedures (“DC&P”) and internal control 
over financial reporting (“ICFR”) as defined under National Instrument 52-109 Certification of Disclosure in Issuers' Annual and 
Interim Filings ("NI 52-109").

At March 31, 2026, the Chief Executive Officer (“CEO”) and the Chief Financial Officer (“CFO”) concluded that the design and 
operation of the Company’s DC&P were effective (in accordance with the COSO control framework (2013)) and that material 
information relating to the Company, including its subsidiaries, was made known to them and was recorded, processed, 
summarized and reported within the time periods specified under applicable securities legislation. Further, the CEO and the 
CFO concluded that the design and operation of the Company’s ICFR were effective at March 31, 2026 in order to provide 
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with IFRS. It should be noted that while the Company’s CEO and CFO believe that the Company’s 
disclosure controls and procedures and internal controls over financial reporting provide a reasonable level of assurance that 
they are effective, they do not expect that such controls and procedures will prevent all errors and fraud. A control system, no 
matter how well conceived or operated, can provide only reasonable, not absolute, assurance that the objectives of the control 
system are met.

During the year ended March 31, 2026, there have been no significant changes to the Company’s ICFR that have materially 
affected, or are reasonably likely to materially affect, the Company’s ICFR, except for the matter described below.

Section 3.3(1)(b) of NI 52-109 allows an issuer to limit its design of DC&P and ICFR to exclude controls, policies and 
procedures of a business that the issuer acquired not exceeding 365 days from the date of acquisition. On July 30, 2025, we 
completed the acquisition of SeisWare International Inc., a privately held software company headquartered in Calgary, 
Canada. SeisWare’s operations have been included in the consolidated financial statements of CMG Group since July 30, 
2025. In addition, on March 24, 2026, CMG Group completed the acquisition of 100% of the outstanding partnership units of 
Rose & Associates LLP (“Rose”), a Houston-based provider of probabilistic subsurface risk analysis and resource assessment 
software, training, consulting, and operator consortium services. Rose's operations have been included in the consolidated 
financial statements of CMG Group from the date of acquisition. 
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However, we have not had sufficient time to appropriately determine and assess the extent of DC&P and ICFR previously used 
by SeisWare and Rose and integrate them with those of CMG Group. As a result, the certifying officers have limited the scope 
of their design of DC&P and ICFR to exclude any applicable controls, policies, and procedures of SeisWare and Rose (as 
permitted by applicable securities laws in Canada). 

Amounts in respect of SeisWare and Rose included in CMG Group’s consolidated statement of financial position and 
statement of operations and comprehensive income as at March 31, 2026, are as follows:

(thousands)
Current Assets  6,606 
Total Assets  30,824 
Current Liabilities  4,411 
Total Liabilities  7,276 
Total Revenues  3,277 
Net Income (Loss)  (244) 
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Management’s	Statement	of	Responsibility
Management is responsible for the accompanying consolidated financial statements and all other information contained in this 
Annual Report. The consolidated financial statements have been prepared in accordance with IFRS Accounting Standards 
consistently applied, using management’s best estimates and judgments, where appropriate. Financial information included 
elsewhere in this report is consistent with the consolidated financial statements.

Management has also prepared the Management’s Discussion and Analysis (MD&A). The MD&A is based on the Company’s 
financial results prepared in accordance with IFRS. The MD&A compares the audited financial results for the years ended 
March 31, 2026 and March 31, 2025.

Management maintains appropriate systems of internal control. Policies and procedures are designed to provide reasonable 
assurance that transactions are properly authorized, assets are safeguarded and financial records are properly maintained to 
provide reliable information for the preparation of consolidated financial statements.

KPMG LLP, Chartered Professional Accountants, appointed by the shareholders, have audited the consolidated financial 
statements in accordance with Canadian generally accepted auditing standards.

The Board of Directors, through its Audit Committee, is responsible for ensuring that management fulfills its financial reporting 
responsibilities. The Audit Committee reviews the financial content of the Financial Report and meets regularly with 
management and KPMG LLP to discuss internal controls, accounting and auditing and financial matters. The Committee 
reports its findings to the Board of Directors for its consideration in approving the consolidated financial statements.

Vipin Khullar, CPA, CA, Pramod Jain
Chief Financial Officer Chief Executive Officer
Calgary, Canada

May 21, 2026
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KPMG LLP
KPMG Tower 
2200, 240 4th Avenue SW
Calgary AB T2P 4H4
Canada
Tel 403 691 8000
Fax 403 691 8008

INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Computer Modelling Group Ltd.

Opinion

We have audited the consolidated financial statements of Computer Modelling Group Ltd. (the Entity), which 
comprise:

• the consolidated statements of financial position as at March 31, 2026 and March 31, 2025

• the consolidated statements of operations and comprehensive income for the years then ended

• the consolidated statements of changes in equity for the years then ended

• the consolidated statements of cash flows for the years then ended 

• and notes to the consolidated financial statements, including a summary of material accounting policy  
information 

(Hereinafter referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the consolidated 
financial position of the Entity as at March 31, 2026 and March 31, 2025, and its consolidated financial 
performance and its consolidated cash flows for the years then ended in accordance with IFRS Accounting 
Standards as issued by the International Accounting Standards Board.
 



Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our 
responsibilities under those standards are further described in the “Auditor’s Responsibilities for the Audit 
of the Financial Statements” section of our auditor’s report. 

We are independent of the Entity in accordance with the ethical requirements that are relevant to our audit of 
the financial statements in Canada and we have fulfilled our other ethical responsibilities in accordance with 
these requirements. 

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of 
the financial statements for the year ended March 31, 2026. These matters were addressed in the context of our 
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a 
separate opinion on these matters.

We have determined the matters described below to be the key audit matters to be communicated in our 
auditor’s report.

Evaluation of the acquisition-date fair value of technology intangible assets acquired through a 
business combination.

Description of the matter 

We draw attention to Note 2(d), Note 3(b) and Notes 4(a) and 4(b) of the financial statements. The Entity 
acquired 100% of the outstanding shares of SeisWare International Inc. (“SeisWare”) for total purchase 
consideration of $8.9 million. As a result of the SeisWare transaction, the Entity acquired technology intangible 
assets with an acquisition-date fair value of $5.0 million. The Entity also acquired 100% of the outstanding 
shares of Rose & Associates LLP (“Rose”) for total purchase consideration of $14.8 million. As a result of the 
Rose transaction, the Entity acquired technology intangible assets with an acquisition-date fair value of $7.4 
million. The Entity used the income approach to value the acquired technology intangible assets. The income 
approach is a valuation technique that calculates the estimated fair value of an intangible asset based on the 
estimated future cash flows that the asset can be expected to generate over its remaining useful life. The 
Entity’s significant assumptions in calculating the estimated future cash flows used to determine the acquisition-
date fair value of the technology intangible assets include forecasted revenue, earnings before interest, tax, 
depreciation and amortization (EBITDA), revenue growth rate, and discount rates.

Why the matter is a key audit matter

We identified the evaluation of the acquisition-date fair value of technology intangible assets acquired through 
business combinations as a key audit matter. This matter represented an area of significant risk of material 
misstatement given the magnitude of the business combinations to the Entity and the high degree of estimation 
uncertainty in determining the fair value of technology intangible assets acquired.



How the matter was addressed in the audit

The primary procedures we performed to address this key audit matter included the following: 

We compared the Entity’s estimated future cash flows to SeisWare’s and Rose’s and the Entity’s historical 
actual results. We took into account the changes in conditions and events affecting the cash flows to assess the 
adjustments, or lack of adjustments, made by the Entity in arriving at the estimated future cash flows. We 
involved our valuation professionals with specialized skills and knowledge, who assisted in:

• Evaluating the appropriateness of the valuation approach and valuation method used by the Entity 
to calculate the fair value of the technology intangible assets based on the knowledge of the 
valuation professional.

• Evaluating the appropriateness of the discount rates used, by comparing them against an 
independent discount rate range developed by our valuation professionals.

Determination of the standalone selling price of revenue performance obligations for annuity 
agreements containing a software license 

Description of the matter 

We draw attention to Note 2(d), Note 3(a) and Note 13 to the financial statements. The Entity has recognized 
revenue of $126.2 million, a portion of which is allocated to software licenses. 

The Entity enters into contracts with customers that often include promises to deliver multiple products, such as 
maintenance, upgrades and support (collectively, “maintenance”) and software licenses. Determining whether 
such bundled products and services are considered i) distinct performance obligations that should be separately 
recognized or ii) non-distinct and therefore should be combined with another good or service and recognized as 
a combined unit of accounting may require significant judgment. The determination of the standalone selling 
prices (SSP) for distinct performance obligations can also require judgment and estimates. SSP for a 
performance obligation in a contract with customers is an estimate of the price that would be charged for the 
specific product or service if it was sold separately in similar circumstances and to similar customers.

Annuity agreements include a term-based software license bundled with maintenance.  Since the Entity does 
not sell term-based annuity licenses individually without maintenance and there is no comparable product in the 
market, there is no observable SSP for term-based software annuity licenses.  The Entity allocates the value of 
bundled annuity agreements between software licenses and maintenance using either the residual approach or 
the adjusted market assessment approach.  When the Entity has an observable SSP for its maintenance 
performance obligation, the Entity allocates the value of bundled annuity agreements between software licenses 
and maintenance using the residual approach, by subtracting the SSP of maintenance from the total annuity 
agreement fee. When the Entity does not have an observable SSP for its maintenance performance obligation, 
the Entity determines the SSP by an adjusted market assessment approach using reasonably available 
information and maximizing observable inputs including historical pricing.

Based on these allocations, the SSP of both the maintenance and the standalone annuity license each 
represents 50% of the total annuity agreement fee.  

Why the matter is a key audit matter

We identified the determination of the SSP of revenue performance obligations for annuity agreements 
containing a software license as a key audit matter. Significant auditor judgment was required to evaluate the 
determination of SSP, specifically, the allocation between maintenance and the standalone annuity license. 



How the matter was addressed in the audit

The primary procedures we performed to address this key audit matter included the following:

We evaluated the determined allocation of SSP by comparing current pricing in a selection of customer 
contracts containing a software license to historical analyses of contract pricing completed by the Entity and 
pricing observed in the industry.

Other Information

Management is responsible for the other information. Other information comprises: 

• the information included in Management’s Discussion and Analysis

• the information other than the financial statements and the auditor’s report thereon, included in a document 
entitled “2026 Financial Report”.

 
Our opinion on the financial statements does not cover the other information and we do not and will not express 
any form of assurance conclusion thereon. 

In connection with our audit of the financial statements, our responsibility is to read the other information 
identified above and, in doing so, consider whether the other information is materially inconsistent with the 
financial statements or our knowledge obtained in the audit and remain alert for indications that the other 
information appears to be materially misstated.

We obtained the information included in Management’s Discussion and Analysis and the information, other than 
the financial statements and the auditor’s report thereon, included in a document entitled “2026 Financial 
Report” as at the date of this auditor’s report. If, based on the work we have performed on this other 
information, we conclude that there is a material misstatement of this other information, we are required to 
report that fact in the auditor’s report.

We have nothing to report in this regard. 

Responsibilities of Management and Those Charges with Governance for the Financial Statements

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

In preparing the financial statements, management is responsible for assessing the Entity's ability to continue 
as a going concern, disclosing as applicable, matters related to going concern and using the going concern 
basis of accounting unless management either intends to liquidate the Entity or to cease operations, or has no 
realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Entity's financial reporting process.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free 
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 
opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 
accordance with Canadian generally accepted auditing standards will always detect a material misstatement 
when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they 
could reasonably be expected to influence the economic decisions of users taken on the basis of the financial 
statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise 
professional judgment and maintain professional skepticism throughout the audit.

We also: 
• Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion.

The risk of not detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. 

• Obtain an understanding of internal control relevant to the audit 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. 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management. 

• Conclude on the appropriateness of management's use of the going concern basis of accounting 
and, based on the audit evidence obtained, whether a material uncertainty exists related to events 
or conditions that may cast significant doubt on the Entity's ability to continue as a going concern. If 
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s 
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to 
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our 
auditor’s report. However, future events or conditions may cause the Entity to cease to continue as 
a going concern.

• Evaluate the overall presentation, structure and content of the financial statements, including the 
disclosures, and whether the financial statements represent the underlying transactions and events 
in a manner that achieves fair presentation.

• Communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that we identify during our audit.



• Provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and communicate with them all relationships and 
other matters that may reasonably be thought to bear on our independence, and where applicable, 
related safeguards.

• Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the 
financial information of the entities or business units within the group as a basis for forming an 
opinion on the group financial statements. We are responsible for the direction, supervision and 
review of the audit work performed for the purposes of the group audit. We remain solely 
responsible for our audit opinion.

• Determine, from the matters communicated with those charged with governance, those matters that 
were of most significance in the audit of the financial statements of the current period and are 
therefore the key audit matters. We describe these matters in our auditor’s report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, 
we determine that a matter should not be communicated in our auditor’s report because the 
adverse consequences of doing so would reasonably be expected to outweigh the public interest 
benefits of such communication.

Chartered Professional Accountants

The engagement partner on the audit resulting in this auditor’s report is Neil Badyk.

Calgary, Canada
May 21, 2026



Consolidated Statements of Financial Position
March 31, 2026 March 31, 2025

(thousands of Canadian $)
Assets
Current assets:

Cash  24,100  43,884 
Restricted cash  146  362 
Short-term investment  3,700  — 
Trade and other receivables (note 20a)  29,159  41,457 
Prepaid expenses  3,659  2,572 
Prepaid income taxes (note 17)  3,671  1,641 

 64,435  89,916 
Other long-term asset  1,324  — 
Intangible assets (note 6)  68,876 59,955
Right-of-use assets (note 7)  26,252  28,443 
Property and equipment (note 8)  11,175  10,157 
Goodwill (note 4 and note 9)  25,032  15,814 
Deferred tax asset (note 17)  212  471 

Total assets  197,306  204,756 
Liabilities and shareholders’ equity
Current liabilities:

Trade payables and accrued liabilities (note 10)  16,749  18,452 
Income taxes payable (note 17)  2,280  2,667 
Acquisition holdback payable (note 4)  3,008  188 
Acquisition earnout payable (note 4 and note 20)  —  3,864 
Deferred revenue (note 11)  39,294  40,276 
Lease liabilities (note 12)  2,549  2,278 
Government loan ( note 20)  320  310 

 64,200  68,035 
Lease liabilities (note 12)  32,656  34,668 
Revolving credit facility (note 22)  6,628  — 
Government loan (note 20)  1,119 1,319
Other long-term liabilities  838  1,725 
Deferred tax liabilities (note 17)  13,534  13,102 

Total liabilities  118,975  118,849 
Shareholders’ equity:

Share capital (note 18)  91,453  94,849 
Contributed surplus  15,922  15,460 
Cumulative translation adjustment  5,386  4,326 
Deficit  (34,430)  (28,728) 

Total shareholders’ equity  78,331  85,907 
Total liabilities and shareholders' equity  197,306  204,756 

Subsequent event (note 25)
See accompanying notes to consolidated financial statements.

Approved by the Board

Andrew Pastor Peter H. Kinash 
Director Director 
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Consolidated Statements of Operations and Comprehensive 
Income

Year ended March 31, 2026 2025
(thousands of Canadian $ except per share amounts)

   Revenue (note 13)  126,189  129,446 
  Cost of revenue  23,031  24,940 
Gross profit  103,158  104,506 

Operating expenses
Sales and marketing  19,426  18,617 
Research and development (note 14)  32,459  30,142 
General and administrative  24,228  21,599 

 76,113  70,358 
Operating profit  27,045  34,148 

Finance income (note 16)  962  2,968 
Finance costs (note 16)  (3,999)  (2,080) 
Change in fair value of contingent consideration (note 20)  126  (2,151) 
Profit before income and other taxes  24,134  32,885 
Income and other taxes (note 17)  6,718  10,448 

Net income  17,416  22,437 

Other comprehensive income:
Foreign currency translation adjustment  1,060  4,693 
Other comprehensive income  1,060  4,693 
Total comprehensive income  18,476  27,130 

Net income per share – basic & diluted (note 18(e)) 0.21 0.27
Dividend per share 0.08 0.20

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Changes in Equity

Accumulated
other

Share Contributed comprehensive Total

(thousands of Canadian $) capital surplus income (loss) Deficit equity

Balance, April 1, 2024  87,304  15,667  (367)  (34,789)  67,815 
Net income  —  —  —  22,437  22,437 
Foreign currency translation adjustment  —  —  4,693  —  4,693 
Dividends paid  —  —  —  (16,376)  (16,376) 
Shares issued on exercise of stock options 
(note 18(b))  6,719  (1,122)  —  —  5,597 

Shares issued on redemption of restricted 
share units (note 18(b))   580  —  —  —  580 

Shares issued on redemption of performance 
share units (note 18(b))  246  —  —  —  246 

Stock-based compensation:
Current period expense (note 18(c))  —  915  —  —  915 

Balance, March 31, 2025  94,849  15,460  4,326  (28,728)  85,907 

Balance, April 1, 2025  94,849  15,460  4,326  (28,728)  85,907 
Net income  —  —  —  17,416  17,416 
Foreign currency translation adjustment  —  —  1,060  —  1,060 
Dividends paid  —  —  —  (6,569)  (6,569) 
Shares issued on exercise of stock options 
(note 18(b))  1,004  (174)  —  —  830 

Shares issued on redemption of restricted 
share units (note 18(b))  172  172 

Shares repurchased through normal course 
issuer bid (note 18(d))  (4,572)  —  —  (16,549)  (21,121) 

Stock-based compensation:

Current period expense (note 18(c))  636  636 
Balance, March 31, 2026  91,453  15,922  5,386  (34,430)  78,331 

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Cash Flows
Year ended March 31,  2026  2025 
(thousands of Canadian $)

Operating activities

Net income  17,416  22,437 
Adjustments for:

Depreciation and amortization of property, equipment, right-of-use assets 
(notes 7 & 8)

 4,473  4,756 

Amortization of intangible assets (note 6)  5,776  3,709 
Deferred income tax expense (recovery) (note 17)  (1,048)  (776) 
Stock-based compensation  (891)  (1,297) 
Foreign exchange and other non-cash items  281  800 
Change in fair value of contingent consideration  (126)  2,151 

Funds flow from operations  25,881  31,780 
Movement in non-cash working capital:

Trade and other receivables  15,913  (527) 
Trade payables and accrued liabilities  (2,924)  (818) 
Prepaid expenses and other assets  (801)  (169) 
Income taxes receivable (payable)  (2,789)  2,421 
Deferred revenue  (4,011)  (2,770) 

Change in non-cash working capital  5,388  (1,863) 
Net cash provided by operating activities  31,269  29,917 

Financing activities

Repayment of government loan  (240)  (141) 
Proceeds from issuance of common shares  830  5,597 
Repurchase of shares  (20,508)  — 
Repayment of lease liabilities (note 12)  (2,342)  (2,750) 
Proceeds from credit facility  10,077  — 
Repayment of credit facility  (3,500) 
Dividends paid  (6,569)  (16,376) 
Credit facility issuance cost  (1,325)  — 
Net cash used in financing activities  (23,577)  (13,670) 

Investing activities

Corporate acquisitions, net of cash acquired (note 4)  (17,266)  (27,292) 
Purchase of  short-term investment  (3,700)  — 
Repayment of acquisition holdback payable  —  (9,247) 
Settlement of contingent consideration  (3,582)  — 
Property and equipment additions, net of disposals (note 8)  (2,560)  (1,422) 
Net cash used in investing activities  (27,108)  (37,961) 

(Decrease) in cash  (19,416)  (21,714) 

Effect of foreign exchange on cash  (368)  2,515 
Cash, beginning of year  43,884  63,083 
Cash, end of year  24,100  43,884 

Supplementary cash flow information

Interest received (note 16)  962  2,605 
Interest paid (note 16)  1,887  1,891 
Income taxes paid  10,503 11,370

See accompanying notes to consolidated financial statements.

                                                                                                                                                                            

Consolidated Financial Statements 49 Computer Modeling Group Ltd. 2026



Notes to Consolidated Financial Statements
For the year ended March 31, 2026 and 2025.

1. Reporting Entity:

Computer Modelling Group Ltd. (“CMG Group” or “the Company”) is a company domiciled in Alberta, Canada and is 
incorporated pursuant to the Alberta Business Corporations Act, with its common shares listed on the Toronto Stock Exchange 
under the symbol “CMG”. The address of CMG Group’s registered office is 3710 33 Street N.W., Calgary, Alberta, Canada, 
T2L 2M1. The consolidated financial statements as at and for the year ended March 31, 2026, comprise CMG Group and its 
subsidiaries: Computer Modelling Group Inc., CMG Middle East FZ LLC, CMG Europe Ltd., CMG Collaboration Centre India 
Private Ltd., and Computer Modelling Group Brazil Solucoes Technoligicas Ltda., (together referred to as “CMG”), and CMG 
Holdings (USA) Inc., Bluware-Headwave Ventures Inc., Bluware Inc., and Bluware AS, (together referred to as “BHV”), CMGL 
Services Corporation , CMG Germany GmbH, Sharp Reflections GmbH, Sharp Reflections Inc., Sharp Reflections AS, Sharp 
Reflections Ltd., (together referred to as “SR” or “Sharp”), SeisWare International Inc. and SeisWare Inc. (together referred to 
as “SWII” or “SeisWare”), and CMG RA Holdings 1, LLC, CMG RA Holdings 2, LLC, Rose & Associates LLP, Rose & 
Associates Canada Ltd and Lognormal Solutions, LLC (together referred to as “Rose”). The Company is a global software and 
consulting technology company engaged in the development and licensing of reservoir simulation and seismic interpretation 
software. The Company also provides professional services consisting of highly specialized support, consulting, training, and 
contract research activities.

These audited consolidated financial statements as at and for the year ended March 31, 2026 were authorized for issuance by 
the Board of Directors on May 21, 2026.

2. Basis of Preparation:

(a) Statement of Presentation:

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

(b) Basis of Measurement:

The consolidated financial statements have been prepared on the historical cost basis except for certain assets and liabilities 
initially recognized in connection with business combinations, which are measured at their estimated fair value at the time of 
the transaction, and contingent consideration related to business combinations which is recorded at fair value at each reporting 
date.

(c) Functional and Presentation Currency:

The consolidated financial statements are presented in Canadian dollars, which is CMG Group's ’s presentation currency. The 
functional currency of CMG Holdings (USA) Inc., Bluware-Headwave Ventures Inc., Bluware Inc., Sharp Reflections Inc, 
SeisWare Inc, CMG RA Holdings (1&2) LLC, Lognormal Solutions LLC, Rose & Associates Canada Ltd. Rose & Associates 
LLP has been determined to be United States dollar. The functional currency of Bluware AS and Sharp Reflections AS has 
been determined to be Norwegian Krone. The functional currency of Sharp Reflections Ltd. has been determined to be Great 
British Pound. The functional currency of Sharp Reflections GmbH and CMG Germany GmbH has been determined to be 
Euro. All other entities have a functional currency of Canadian dollars. All financial information presented in Canadian dollars 
has been rounded to the nearest thousand.

(d) Use of Estimates, Judgments and Assumptions:

The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates and 
assumptions that affect the application of accounting policies, the reported amounts of assets, liabilities, revenues and 
expenses at the date of the financial statements and the reported amounts of revenue, costs and expenses. Estimates and 
underlying assumptions are based on historical experience and other assumptions that are considered reasonable in the 
circumstances and are reviewed on an ongoing basis. 
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Actual results may differ from such estimates and it is possible that the differences could be material. Revisions to accounting 
estimates are recognized in the period in which the estimates are revised and in any future periods affected.

Significant estimates and judgments made by management in the preparation of these consolidated financial statements are 
as follows:

i Contracts with multiple products or services

Contracts with customers often include promises to deliver multiple products, such as licenses and maintenance, upgrades 
and support (collectively, “maintenance”). Determining whether such bundled products and services are considered i) distinct 
performance obligations that should be separately recognized or ii) non-distinct and therefore should be combined with 
another good or service and recognized as a combined unit of accounting may require significant judgment. The determination 
of the standalone selling prices (“SSP”) for distinct performance obligations can also require judgment and estimates. SSP for 
a performance obligation in a contract with customers is an estimate of the price that would be charged for the specific product 
or service if it was sold separately in similar circumstances and to similar customers.  Since the Company does not sell term-
based annuity licenses individually without maintenance and there is no comparable product in the market, there is no 
observable SSP for term-based software annuity licenses.

The Company allocates the value of bundled annuity agreements between software licenses and maintenance using either the 
residual approach or the adjusted market assessment approach.  When the Company has an observable SSP for its 
maintenance performance obligation, the Company allocates the value of bundled annuity agreements between software 
licenses and maintenance using the residual approach, by subtracting the SSP of maintenance from the total annuity 
agreement fee. When the Company does not have an observable SSP for its maintenance performance obligation, the 
Company determines the SSP by an adjusted market assessment approach using reasonably available information and 
maximizing observable inputs including historical pricing.

ii Professional services revenue

The Company applies estimates when calculating professional services revenue from certain consulting contracts as it relates 
to remaining labour hours required to complete the contract. Estimates are continually and routinely revised as new 
information becomes available. In assessing revenue recognition. For professional service contracts billed on a fixed price 
basis, revenue is recognized over time based on the proportion of services performed and completed. 

iii Intangible Assets

Acquired intangible assets – The Company uses the income approach to value acquired technology, customer relationships 
and trade name/trademarks on acquisition. The income approach is a valuation technique that calculates the estimated fair 
value of an intangible asset based on the estimated future cash flows that the asset can be expected to generate over its 
remaining useful life.

The Company utilizes the discounted cash flow methodology which is a form of the income approach that begins with a 
forecast of the annual cash flows that a market participant would expect the subject intangible asset to generate over a 
discrete projection period. The forecasted cash flows for each of the years in the discrete projection period are then converted 
to their present value equivalent using a rate of return appropriate for the risk of achieving the intangible assets' projected cash 
flows, again, from a market participant perspective. The present value of the forecasted cash flows is then added to the 
present value of the residual value of the intangible asset (if any) at the end of the discrete projection period to arrive at a 
conclusion with respect to the estimated fair value of the subject intangible assets. The significant assumptions used to 
develop the forecasted annual cash flows include forecasted revenue, earnings before interest, tax, depreciation and 
amortization (“EBITDA”), Revenue growth rate, and discount rates.

The Company specifically uses the relief-from-royalty method to value trade name/trademarks, the multiple period excess 
earnings to value intellectual property, and the distributor method/multiple period excess earnings to value customer 
relationships.
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iv Segment reporting

The Company has identified its operating segments based on information reviewed by the Chief Operating Decision Maker 
(CODM). Each segment is engaged in the development, sale, and delivery of similar but distinct technology products and 
services.

Management applies significant judgment in assessing whether the operating segments meet the aggregation criteria under 
IFRS 8.12. The segments were evaluated against similar economic characteristics. Management concluded that the segments 
share similar economic characteristics and are similar in respect of: the nature of their products and services, delivery 
processes, the type and class of customer served; and their methods of distribution, being primarily recurring subscription or 
licensing arrangements.

v Goodwill and Impairment Testing

The Company accounts for business combinations using the acquisition method. The excess of the purchase price over the 
fair value of the identifiable net assets represents goodwill and is allocated to the CGUs expected to benefit from the business 
combination. Goodwill has an indefinite useful life and is not subject to amortization, however, the carrying value is subject to 
impairment testing annually, or more frequently if events or changes in circumstances indicate the carrying amount may be 
impaired. After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Recoverable amount 
is the higher of fair value less costs to sell and value in use. In assessing the value in use, the estimated cash flows are 
discounted to their present value using a post-tax risk adjusted discount rate that reflects current market assessments of the 
time value of money and risks specific to the asset for which the estimates of future cash flows have not been adjusted. An 
impairment loss is recognized if the carrying amount of a CGU exceeds its estimated recoverable amount. As a result, any 
impairment losses are a result of management’s best estimates of expected cash flows at a specific point in time. These 
estimates are subject to measurement uncertainty as they are dependent on factors outside of management’s control. In 
addition, by their nature, impairment tests involve a significant degree of judgment as expectations concerning future cash 
flows and the selection of appropriate market inputs are subject to considerable risks and uncertainties.

vi Determination of Cash Generating Units (“CGUs”)

A CGU is the lowest group of assets that generate identifiable cash inflows that are largely independent of the cash inflows of 
other assets or groups of assets. The allocation of assets into CGUs require judgment and interpretations with respect to the 
existence of active markets, integration between assets, and the way in which management monitors the operations.

vii Functional Currency

The determination of the functional currency is a matter of determining the primary economic environment in which an entity 
operates and the nature of the relationship between the parent company and the subsidiary. The Company uses judgment in 
the ultimate determination of certain subsidiary’s functional currency by assessing the operational factors of the subsidiary.

viii Stock-based compensation

Assumptions and estimates are used in determining the inputs used in the Black-Scholes option pricing model, including 
assumptions regarding volatility, dividend yield, risk-free interest rates, forfeiture estimates and expected option lives (note 18 
(c)).

ix Deferred taxes

Assumptions and estimates about the amount, utilization and timing of realization and/or settlement of temporary differences 
as well as the future tax rates that will apply to those differences. Changes in those assumptions and estimates may have a 
significant impact on the amounts recorded for deferred tax assets and liabilities and could result in amounts different from 
those initially recorded. Management closely monitors current and potential changes to tax law and bases its information on 
the best available information at each reporting date.
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3. Summary of Material Accounting Policies

(a) Revenue Recognition:

Revenue is recognized upon transfer of control of products or services to customers at an amount that reflects the 
consideration the Company expects to receive in exchange for the products or services. The nature of the products and 
services from which the Company derives its revenue is described below.

Type of products
/service

Nature, timing of satisfaction of performance obligations, significant contract terms

Annuity 
license 
revenue

Annuity 
license fee 
revenue

Annuity 
maintenance 
revenue

Software annuity revenue contracts include a bundle of software licenses and maintenance which are 
separate performance obligations with differing revenue recognition patterns.  We allocate the 
transaction price based on the SSP of the distinct performance obligations. 

Within some businesses, for contracts with specified terms, management's practice is to honour 
customers’ mid-contract requests to reduce product quantities or license term duration without a 
penalty and refund or credit where the contract cannot be terminated by the customer for convenience 
and where the license is a distinct performance obligation. For those contracts, software annuity 
license revenue is recognized rateably over the term of the contract, and recognized as annuity 
license revenue. For contracts or businesses  where  management does not have the practice to 
refund or credit a pro-rata share of the arrangement fee, a portion of the revenue is recognized at a 
point in time, upon delivery of the license, as annuity license fee revenue. 

Revenue from the maintenance component of the contract is recognized on a straight-line basis over 
the term of the contract, as the maintenance performance obligation is satisfied over time.

Based on the SSP calculation, (Note 2(d)(i)), maintenance represents 50% of the total annuity 
agreement fee, leaving 50% to be allocated to the standalone software annuity license.

Maintenance license 
revenue

CMG Group has maintenance agreements which include customer support and unspecified software 
upgrades, typically of one year or less. Maintenance licenses are purchased by customers who 
already own a perpetual license and want the additional benefit of customer support and software 
upgrades. Maintenance license revenue is recognized on a straight-line basis over the term of the 
contract, as the Company satisfies its maintenance performance obligation over time.

Perpetual license 
revenue

A perpetual license grants the customer the right to use the then-current version of the software in 
perpetuity. Perpetual license revenue is recognized at a point in time, upon delivery of the licensed 
product.

Professional services 
revenue

Revenue from professional services consists of consulting, training and contract research activities. 
Revenue arrangements can be based on hourly rates or be fixed fee. 
Professional services revenue for hourly rate contracts is recognized over time, based on hours 
incurred. 
Revenue for fixed-fee contracts is recognized over time using the percentage-of-completion method. 
The percentage of completion is either determined based on the proportion of labour costs incurred to 
date relative to the total estimated labour costs for the contract or determined based on the 
percentage of completion of the contracted deliverable. These estimates are reviewed regularly and 
adjusted as necessary to reflect changes in project scope, timelines or other relevant factors.

Costs to obtain a contract

The Company applies the practical expedient available under IFRS 15 and does not capitalize incremental costs of obtaining 
contracts if the amortization period is one year or less.
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(b) Business Combinations:

Business combinations are accounted for using the acquisition method of accounting when the assets acquired and liabilities 
assumed meet the definition of a business in accordance with IFRS. The consideration transferred in the acquisition is 
generally measured at fair value, as are the identifiable net assets acquired. The determination of the fair value assigned to the 
assets acquired and liabilities assumed requires management to make assumptions and estimates. These assumptions or 
estimates are inherently uncertain and subject to refinement and could impact the amounts assigned to assets, liabilities and 
goodwill. Upon the conclusion of the measurement period or final determination of the values of assets acquired or liabilities 
assumed, whichever comes first, any subsequent adjustments would be recorded to our consolidated statements of income. 
Any goodwill that arises is tested annually for impairment more frequently if events or changes in circumstances indicate the 
carrying amount may be impaired. Any gain on a bargain purchase is recognized in our consolidated statements of operations 
and comprehensive income.

The fair values of customer relationships, intellectual property intangible assets acquired in a business combination are 
determined using an income approach. This method is based on the discounted cash flows expected to be derived from 
ownership of the assets. The present value of the cash flows represents the value of the intangible assets.

The fair values of lease liabilities acquired in a business combination where CMG is a lessee are determined at the present 
value of the remaining lease payments as if the acquired lease were a new lease at the acquisition date. CMG measures the 
right-of-use asset for such leases at the same amount as the lease liability, adjusted to reflect favourable or unfavourable 
terms of the lease when compared with market terms.

The fair values of property, plant and equipment recognized as a result of a business combination are based on cost approach. 
Under the cost approach, the current replacement cost or reproduction cost for each major asset is calculated. 

Any contingent consideration is measured at fair value at the date of acquisition. If an obligation to pay contingent 
consideration meets the definition of a financial instrument and is classified as equity, then it is not remeasured, and settlement 
amount is accounted for within equity. Otherwise, other contingent consideration is remeasured at fair value at each reporting 
date and subsequent changes in the fair value are recognized in our consolidated statements of operations and 
comprehensive income.

Acquisition-related costs are included within general and administrative expenses and are accounted for and disclosed if they 
meet the definition of acquisition-related costs in accordance with IFRS.

(c) Foreign currency translation

Transactions in foreign currencies are translated to the respective functional currencies at the exchange rates applicable on 
the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are translated to the 
appropriate functional currency at the exchange rate at the reporting date. Foreign exchange gains and losses are recorded in 
the consolidated statements of income (loss). Non-monetary assets and liabilities denominated in foreign currencies are 
measured at cost using the exchange rates on the dates of initial recognition.

On consolidation, the financial statements of foreign operations are translated into Canadian dollars. The assets and liabilities 
of foreign operations are translated into Canadian dollars at the exchange rate prevailing at the reporting date. Income and 
expenses of foreign operations are translated into Canadian dollars at the exchange rates that approximate those on the dates 
of the transactions. Foreign exchange differences arising on translation for consolidation are recognized in other 
comprehensive income (loss). 

(d) Segment reporting:

An operating segment is a component of the Company that engages in business activities from which it may earn revenues 
and incur expenses, including revenues and expenses that relate to transactions with any of the Company’s other 
components. The operating results of all operating segments are reviewed regularly by the Company’s Senior Leadership 
Team to make operational decisions and assess their performance. 

The Company has aggregated its operating segments into a single reportable segment, consistent with the objective and basic 
principles of IFRS 8. 
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In aggregating these operating segments, there was significant judgment applied with respect to economic similarities, 
including trends in sales growth and operating cash flows whereby all operating segments are expected to experience similar 
trends in the long-term.

(e) Property and Equipment:

Property and equipment is recorded at historical cost net of accumulated depreciation and accumulated impairment losses, if 
any.  Property and equipment are depreciated on a straight-line basis over their estimated useful lives as follows:

Useful life
Computer equipment 3 years
Furniture and equipment 5 years
Leasehold improvements Over the lease term

(f) Intangible Assets:

Intangibles acquired as part of a business combination are recognized at fair value at the acquisition date and carried at cost 
less accumulated amortization and impairment (if any), subsequent to acquisition. Intangible assets with a finite life are 
amortized on a straight-line basis over their expected period of benefit as follows:

Useful life
Customer relationships 10 to 15 years
Intellectual property 5 to 15 years
Tradename/trademarks 10 years

(g) Income Taxes:

Income tax is comprised of current and deferred tax.

Current tax is the expected tax payable or receivable based on taxable profit for the period calculated using tax rates that have 
been enacted or substantively enacted at the reporting date and includes any adjustments to tax payable in respect of 
previous years. Prepaid income taxes and current income taxes payable are offset only when a legally enforceable right of 
offset exists and the prepaid income tax and tax payable arise in the same tax jurisdiction and relate to the same taxable entity.

Deferred tax is recognized on the temporary differences between the carrying amounts of assets and liabilities for financial 
reporting purposes and the amounts used for taxation purposes. Deferred tax assets and liabilities are measured using the 
enacted or substantively enacted tax rates expected to apply in the years in which temporary differences are expected to be 
recovered or settled. Deferred tax assets and liabilities are offset only when a legally enforceable right of offset exists and the 
deferred tax assets and liabilities arise in the same tax jurisdiction and relate to the same taxable entity. A deferred tax asset is 
recognized to the extent that it is probable that future taxable profits will be available against which temporary difference can 
be utilized. Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable 
that the related tax benefit will be realized.

(h) Earnings Per Share:

Basic earnings per share is computed by dividing the net income by the weighted average number of common shares 
outstanding for the period. Diluted per share amounts reflect the potential dilution that could occur if securities or other 
contracts to issue common shares were exercised or converted to common shares. In calculating the dilutive effect of stock 
options, it is assumed that proceeds received from the exercise of in-the-money stock options are used to purchase common 
shares at the average market price during the period.
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(i) Repurchase of ordinary shares:

When the Company repurchases its own common shares, the consideration paid, including any directly attributable transaction 
costs, is recognized as a deduction from equity. Upon cancellation of repurchased shares, the carrying amount of the shares is 
eliminated against share capital to the extent of the average cost of the shares. Any excess of the repurchase cost over the 
average carrying amount of the shares cancelled is charged to retained earnings (deficit). 

(j) Stock-Based Compensation:

The Company has a stock option plan, a share appreciation rights plan, a performance share unit, a restricted share unit plan, 
and a deferred share unit plan, as described in note 18(c).

Stock option plan

Stock options give the holder the right to purchase common shares and are accounted for as an equity-settled plan. The fair 
value of stock options is determined using the Black-Scholes valuation model as of the grant date and is expensed over the 
vesting period, with a corresponding increase in contributed surplus. At the end of each reporting period, the Company revises 
its estimate of the number of options that are expected to vest and recognizes the impact of any revision in the statement of 
operations and comprehensive income.

Included within the stock option plan, the Company has also issued performance-based stock options that vest and become 
exercisable when certain share price targets are achieved. As the performance condition is a market condition, the expense is 
recognized over the expected period needed to achieve the market condition and the estimate related to this expected period 
is not subsequently revised. Fair value measurement inputs include the target share price, the exercise price of the instrument, 
expected volatility (based on an evaluation of the Company’s historic volatility, particularly over the historic period 
commensurate with the expected term), expected term of the instruments (based on historical experience and general option 
holder behavior), expected dividends, and the risk-free interest rate (based on government bonds).

Share appreciation rights plan

Share appreciation right (“SAR”) entitles the holder to receive a cash payment equal to the difference between the stated 
exercise price and the market price of the Company’s common shares on the date the SAR is exercised. These awards are 
remeasured at fair value at each reporting period. Fifty percent of SARs vest on the first-year anniversary from the grant date 
and then 25% vest on each of the second and third year anniversary dates and expire after five-years. The expense is 
recognized over the vesting period, with a corresponding adjustment to liabilities, based on the Company’s estimate of the 
number of awards that will eventually vest. When awards are exercised for cash, the cash settlement paid reduces the 
outstanding liability.

Fair value measurement inputs include the share price on the measurement date, the exercise price of the instrument, 
expected volatility (based on an evaluation of the Company’s historic volatility, particularly over the historic period 
commensurate with the expected term), expected term of the instruments (based on historical experience and general option 
holder behaviour), forfeiture rate (based on the Company’s historical forfeiture rate), expected dividends, and the risk-free 
interest rate (based on government bonds).

Performance share unit plan

Performance share unit (“PSUs”) settle in cash or have the option to settle in cash or shares are accounted for as cash- settled 
plans. These awards are remeasured at fair value each reporting period. PSUs cliff-vest at the end of three years, with the 
vesting multiplier ranging from 0.0 to 2.0 contingent upon achieving certain Company performance criteria. The expense is 
recognized over the vesting period, with a corresponding adjustment to liabilities, based on the Company’s estimate of the 
number of awards that will eventually vest. When awards are exercised for cash, the cash settlement paid reduces the 
outstanding liability. When awards are exercised for common shares, the previously recognized liability is recorded to share 
capital.

Fair value measurement inputs include, estimated performance multiplier (based on forecasted and historical information), 
share price on measurement date, and expected term of the instruments/forfeiture rate (based on historical experience and 
general option holder behaviour).
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Restricted share unit plan and deferred share unit plan

Restricted share unit (“RSUs”) and deferred share unit (“DSU”) awards that settle in cash or have the option to settle in cash or 
shares are accounted for as cash-settled plans. These awards are remeasured at fair value each reporting period. The 
expense is recognized over the vesting period, with a corresponding adjustment to liabilities, based on the Company’s 
estimate of the number of awards that will eventually vest. When awards are surrendered for cash, the cash settlement paid 
reduces the outstanding liability. When awards are exercised for common shares, the previously recognized liability is 
recorded to share capital.

Fair value measurement inputs include the share price on the measurement date and expected term of the instruments/
forfeiture rate (based on historical experience and general option holder behaviour). Service and non-market performance 
conditions attached to the units are not taken into account in determining fair value.

(k) Financial Instruments:

Financial assets and financial liabilities, including derivatives, are recognized in the consolidated statement of financial position 
when CMG becomes a party to the contractual provisions of a financial instrument or a non-financial derivative contract. All 
financial assets and financial liabilities are initially measured at fair value, net of transaction costs, except for financial 
instruments classified as fair value through profit or loss ("FVTPL"), where transaction costs are recognized immediately in 
profit or loss.

Financial assets and liabilities are classified and measured based on CMG's business model for managing its assets and the 
contractual terms of the cash flows. Financial assets that meet the following conditions are subsequently measured at 
amortized cost: (i) assets held for the collection of contractual cash flows; and (ii) contractual cash flows that consist solely of 
principal and interest payments on the principal amount outstanding. All other financial assets are subsequently measured at 
FVTPL. Financial liabilities are classified as FVTPL when held for trading. All other financial liabilities are subsequently 
measured at amortized cost. CMG classifies its financial instruments according to IFRS 9 - Financial Instruments ("IFRS 9") 
into one of the following categories:

Classification Measurement
Cash and restricted cash Amortized cost Amortized cost
Short-term investment Amortized cost Amortized cost
Trade and other receivables Amortized cost Amortized cost
Trade payables and accrued liabilities 
(excluding stock-based compensation payable)

Amortized cost Amortized cost

Revolving credit facility Amortized cost Amortized cost
Acquisition holdback payable Amortized cost Amortized cost
Acquisition earnout FVTPL FVTPL
Government loan Amortized cost Amortized cost
Other long-term liabilities Amortized cost Amortized cost

The Company’s financial assets and liabilities are initially recognized at fair value plus any directly attributable transaction 
costs and are subsequently measured at amortized cost using the effective interest rate method less impairment (for financial 
assets).  Amortized cost is calculated by considering any discount or premium on acquisition and fees or costs that are an 
integral part of the effective interest rate method. 

(l) Impairment of non-financial assets:

At the end of each reporting period, management assesses the carrying amounts of its non-financial assets for both external 
and internal indications of impairment. Indications of impairment include, but are not limited to, a recurring lack of profitability 
and significant changes in technology. If any such indication exists, the recoverable amount of the asset is estimated in order 
to determine the extent of the impairment loss, if any. Where it is not possible to estimate the recoverable amount of an 
individual asset, the Company estimates the recoverable amount of the cash-generating unit (“CGU”) to which the asset 
belongs. 
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Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated 
future cash flows are discounted to their present value using a discount rate that reflects current market assessments of the 
time value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset or CGU is estimated to be less than its carrying amount, the carrying amount is reduced 
to its recoverable amount. An impairment loss is recognized immediately within the statement of operations and 
comprehensive income. Where an impairment loss subsequently reverses, the carrying amount of the asset or CGU is 
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not exceed the 
carrying amount that would have been determined had no impairment loss been recognized in prior years.

(m) Leases:

The Company distinguishes between leases and service contracts based on whether it controls the use of an identified asset 
(right-of-use asset). Control is considered to exist if CMG has the right to obtain substantially all of the economic benefits from 
the use of an identified asset and the right to direct the use of that asset. Lease liabilities and right-of-use assets are 
recognized on the consolidated statement of financial position when the leased assets are available for use by the Company.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date, 
discounted using the interest rate implicit in the lease or, if that rate cannot be readily determined, the Company’s incremental 
borrowing rate. Since the Company does not have any relevant debt issued under similar terms, in relevant jurisdictions, its 
incremental borrowing rate has been estimated using such factors as the amount of the funds that would be borrowed if the 
Company bought the underlying right-of-use asset, the length of the borrowing term, the nature and quality of the underlying 
right-of-use asset and the economic environment of the jurisdiction in which the asset is located. The right-of-use assets are 
measured at an amount equal to the lease liability, adjusted by the amount of any prepaid or accrued lease payments, initial 
direct costs, restoration costs, and lease incentives.

Right-of-use assets are subsequently measured at cost, net of accumulated depreciation and impairment losses, if any. Lease 
liabilities are subsequently measured by increasing the carrying amount to reflect interest on the lease liability and reducing 
the carrying amount to reflect the lease payments made. The interest expense on the lease liability is recorded within finance 
costs on the consolidated statements of operations and comprehensive income over the lease period. 

The Company applies the practical expedient not to recognize right-of-use assets and lease liabilities for short-term leases that 
have a lease term of 12 months or less and leases of low-value assets. The lease payments associated with these leases are 
recognized as an expense on a straight-line basis over the lease term.

(n) Cash

Cash consists of balances held in interest-earning bank accounts.  

(o) Short-term investments

Short-term investments consist of Guaranteed Investment Certificates (GICs) held with financial institutions with original 
maturities of greater than three months but not exceeding twelve months from the date of acquisition. Interest income is 
recognized using the effective interest method and is included in interest income for the period.

(p) Future Accounting Pronouncements

IFRS 18 Presentation and Disclosure in Financial Statements

The IASB issued new IFRS 18 - Presentation and Disclosure in Financial Statements ("IFRS 18") replacing IAS 1. The new 
guidance is expected to improve the usefulness of information presented and disclosed in the financial statements of 
companies. IFRS 18 introduces the following key changes:

• Structure of the statement of income (loss): IFRS 18 introduces a defined structure for the statement of income 
(loss) composed of operating, investing, and financing categories with defined subtotals, such as operating 
earnings (loss), earnings (loss) before financing and income taxes and net earnings (loss) for the year. 

• Required disclosures in the financial statements for certain profit or loss performance measures that are reported 
outside an entity’s financial statements (that is, management-defined performance measures); and
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• Enhanced principles on aggregation and disaggregation which apply to the primary financial statements and 
notes in general.

IFRS 18 is effective for annual reporting periods beginning on or after January 1, 2027, with early adoption permitted. CMG
is currently assessing the impact of this new IFRS accounting standard on its consolidated financial statements. 

Amendments to IFRS 9 - Financial Instruments and IFRS 7 - Financial Instruments: Disclosures

In May 2024, the IASB issued narrow-scope amendments to the recognition, derecognition and classification requirements in 
IFRS 9 - Financial Instruments ("IFRS 9") and introduced additional disclosure requirements in IFRS 7 - Financial Instruments: 
Disclosure ("IFRS 7"). The amendments include:

• Clarification on the timing of recognition and derecognition of financial assets and liabilities, with a new optional 
exception introduced for earlier derecognition of financial liabilities settled through electronic payment systems.

• Introduction of additional disclosures for certain financial instruments with contractual terms that could change 
the timing or amount of contractual cash flows due to contingent events that are not directly related to changes in 
basic lending risks and costs.

• Additional guidance for assessing whether the contractual cash flows of financial assets represent solely 
payments of principal and interest and updated disclosures for equity instruments designated at fair value 
through other comprehensive income.

The amendments are effective for annual reporting periods beginning on or after January 1, 2026. CMG is evaluating the 
impact of the amendments on its consolidated financial statements. 

4. Acquisitions:

(a) SeisWare International Inc. Acquisition:

On July 30, 2025, CMG Group completed the acquisition of 100% of the outstanding shares of SeisWare International Inc., a 
Calgary-based software company specializing in geoscience interpretation and field development solutions to support 
subsurface exploration and development projects. The acquisition of SeisWare International Inc further builds out the seismic 
interpretation solutions offerings within the CMG Group through a platform offering powerful tools for seismic interpretation, 
attribute analysis, geological mapping and 3D well design. 

Subject to customary post-closing adjustments, the purchase price was US$6.6 million ($8.9 million), gross of cash acquired, 
payout of indebtedness immediately prior to close, and other preliminary closing adjustments. On closing, US$6.0 million ($8.2 
million) was paid and a holdback amount of US$0.6 million ($0.8 million) will be withheld for a period of 12 months and the 
transaction will be subject to final closing adjustments. As at March 31, 2026, the estimated holdback payable was revised to 
US$0.5 million ($0.7 million).

The acquisition is accounted for as a business combination, under the acquisition method, whereby the net assets acquired, 
and liabilities assumed were recorded at fair value at the acquisition date and the results of operations and comprehensive 
income included in these consolidated financial statements from the date of the acquisition.

Goodwill of $3.0 million recognized in connection with this acquisition is primarily attributable to CMG Group’s strategy to 
improve the operations of SeisWare, opportunities for SeisWare to increase sales to new customers and margins on revenue 
as the business expands, and other intangible assets that do not qualify for separate recognition including the assembled 
workforce. Goodwill is not expected to be deductible for income tax purposes.

Due to the timing and complexity of the acquisition, CMG Group is in the process of determining and finalizing the estimated 
fair value of the net assets acquired. The amounts determined on a provisional basis are generally related to net asset 
assessments and measurements of assumed liabilities. There was a revision to initially determined working capital as such, 
the Company recognized a measurement period adjustment to goodwill and holdback payable of $0.1 million. The provisional 
purchase price allocations may differ from the final purchase price allocations, and these differences may be material. 
Revisions to allocations will occur as additional information about the fair value of the assets and liabilities becomes available. 
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The acquisition accounting method applied on a provisional basis in connection with the acquisition of SeisWare is as follows:
(thousands of $)
Fair value of net assets acquired
Cash  3,075 
Net working capital, excluding deferred revenue  (511) 
Right-of-use assets  113 
Lease liabilities  (113) 
Deferred revenue  (936) 
Other assets and liabilities  116 
Intangible assets: technology  5,000 
Intangible assets: customer relationships  400 
Deferred tax liability  (1,248) 
Net assets acquired  5,896 
Goodwill  3,045 
Total purchase consideration  8,941 
Consideration
Cash  8,249 
Acquisition holdback payable  692 
Total consideration  8,941 

These consolidated financial statements include the results of SeisWare for the period following closing of the transaction on 
July 30, 2025. For the year ended March 31, 2026, the acquisition contributed revenues $3.1 million and net income (loss) 
before tax of ($0.2) million. For the year ended March 31, 2026, proforma revenues, had the acquisition occurred on April 1, 
2025, for the combined Company would have been $127 million and net income after taxes would have been $16.8 million. 
This proforma information is not necessarily indicative of the results of operations that would have resulted had the acquisition 
been reflected on the dates indicated, or that may be obtained in the future. 

During the year ended March 31, 2026, the Company incurred $0.1 million of transaction costs, including legal, travel and 
professional services related to the acquisition of SeisWare International Inc. These costs have been included in General and 
administrative expenses.

(b) Rose & Associates LLP Acquisition:

On March 24, 2026, CMG Group completed the acquisition of 100% of the outstanding partnership units of Rose & Associates 
LLP, a Houston-based globally recognized provider of probabilistic subsurface risk analysis and resource assessment 
software, training, consulting, and operator consortium services for the global exploration and production industry.

Subject to customary post-closing adjustments, the purchase price is US$9.8 million ($14.8 million), gross of cash acquired, 
payout of indebtedness immediately prior to close, and other preliminary closing adjustments. On closing, US$9.7 million 
($13.4 million) was paid and a holdback amounts of US$0.7 million ($0.9 million) and US$0.3 million ($0.5 million) will be 
withheld for a period of 4 and 24 months respectively and the transaction will be subject to final closing adjustments.  

There is an earnout provision up to US$2.5 million ($3.4 million) payable if certain economic conditions are met. Based on 
management’s assessment at the acquisition date, the fair value of the earnout was determined to be nil. The fair value of the 
contingent consideration will be assessed for remeasurement at each reporting period end until the earnout period expires.

The acquisition is accounted for as a business combination, under the acquisition method, whereby the net assets acquired, 
and liabilities assumed were recorded at fair value at the acquisition date and the results of operations included in these 
consolidated financial statements from the date of the acquisition.

Goodwill of US$4.3 million ($5.9 million) recognized in connection with this acquisition is primarily attributable to CMG Group’s 
strategy to improve the operations of Rose, opportunities for Rose to increase sales to new customers and margins on 
revenue as the business expands, and other intangible assets that do not qualify for separate recognition including the 
assembled workforce. Goodwill is not expected to be deductible for income tax purposes.
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Due to the timing and complexity of the acquisition, CMG Group is in the process of determining and finalizing the estimated 
fair value of the net assets acquired. The provisional purchase price allocations may differ from the final purchase price 
allocations, and these differences may be material. Revisions to allocations will occur as additional information about the fair 
value of the assets and liabilities becomes available. The acquisition accounting method applied on a provisional basis in 
connection with the acquisition of Rose is as follows: 

(thousands of $)
Fair value of net assets acquired
Cash  1,303 
Net working capital, excluding deferred revenue  1,557 
Deferred Revenue  (2,093) 
Other assets and liabilities  8 
Intangible assets: technology  7,420 
Intangible assets: customer relationships  687 
Net assets acquired  8,882 
Goodwill  5,888 
Total purchase consideration  14,770 

Consideration
Cash  13,395 
Acquisition holdback payable  1,375 
Total consideration  14,770 

These consolidated financial statements include the results of Rose for the period following closing of the transaction on March 
24, 2026. For the year ended March 31, 2026, proforma revenues, had the acquisition occurred on April 1, 2025, for the 
combined Company would have been $136 million and net income after taxes would have been $18 million. This proforma 
information is not necessarily indicative of the results of operations that would have resulted had the acquisition been reflected 
on the dates indicated, or that may be obtained in the future. 

During the year ended March 31, 2026, the Company incurred $0.4 million of transaction costs, including legal, travel and 
professional services related to the acquisition of Rose. These costs have been included in General and administrative 
expenses.

(c) Sharp Reflections GmbH Acquisition:

On November 12, 2024, CMG completed the acquisition of 100% of the outstanding shares of Sharp Reflections GmbH, (the 
"Sharp Acquisition") a software and services company specializing in seismic processing and interpretation. The Sharp 
Acquisition will enable us to further expand CMG Group’s business in the seismic portion of the upstream energy workflow. 
The purchase price consideration was €27.4 million ($40.8 million)

Goodwill of $10.7 million recognized in connection with the Sharp Acquisition was primarily attributable to CMG Group’s 
strategy to improve the operations of Sharp, opportunities for Sharp to increase sales to new customers and margins on 
revenue as the business expands, and other intangible assets that do not qualify for separate recognition including the 
assembled workforce. 

There were no changes to the preliminary fair values of the identifiable assets acquired and liabilities assumed of the Sharp 
Acquisition presented in the 2025 Annual Consolidated Financial Statements. 

                                                                                                                                                                            

Notes to the Consolidated Financial Statements 61 Computer Modeling Group Ltd. 2026



5. Segmented Information:

The Company consists of five operating segments. All operating segments have similar economic characteristics and therefore 
the Company has aggregated all operating segments into one reportable segment consistent with the objectives and basic 
principles of IFRS 8. 

The Company provides professional services, consisting of support, training, consulting and contract research activities, to 
promote the use and development of its software; however, these activities are considered a single line of business and all 
products function around this purpose and are not evaluated as a separate business segment. 

Non-current assets include property, equipment, intangible assets, right-of-use assets and goodwill of the Company are 
located in the following geographic regions (for revenue by geographic region, refer to note 13), based on location of the 
respective operations:

(thousands of $) March 31, 2026 March 31, 2025
Canada  59,707 53,527
United States  22,718 9,105
South America  514 331
Eastern Hemisphere(1)  49,927 51,406

 132,866 114,369
(1) Includes Europe, Africa, Asia and Australia. Included in this balance is $48.8 million located in Germany ($50.4 million at March 31, 2025)

6. Intangible Assets:

Cost
(thousands of $)

Intellectual 
Property

Customer 
Relationships

Trademark/
Trade name Total

Balance at April 1, 2024  21,678  2,349  1,176  25,203 

Acquired through business combination (Note 4)  36,104  2,229  —  38,333 
Impact of foreign exchange  1,335  235  78  1,648 
Balance at March 31, 2025  59,117  4,813  1,254  65,184 
Balance at April 1, 2025  59,117  4,813  1,254  65,184 
Acquired through business combination (Note 4)  12,420  1,087  —  13,507 
Impact of foreign exchange  1,232  9  (37)  1,204 
Balance at March 31, 2026  72,769  5,909  1,217  79,895 

Accumulated Amortization
(thousands of $)

Balance at April 1, 2024  (1,340)  (120)  (60)  (1,520) 

Amortization for the year  (3,261)  (318)  (130)  (3,709) 
Balance at March 31, 2025  (4,601)  (438)  (190)  (5,229) 
Balance at April 1, 2025  (4,601)  (438)  (190)  (5,229) 
Amortization for the year  (5,224)  (430)  (122)  (5,776) 
Impact of foreign exchange  (29)  9  6  (14) 
Balance at March 31, 2026  (9,854)  (859)  (306)  (11,019) 

Carrying Amounts

Balance at March 31, 2025  54,516  4,375  1,064  59,955 
Balance at March 31, 2026  62,915  5,050  911  68,876 
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7. Right-of-Use-Assets:

Cost
(thousands of $) Offices
Balance at April 1, 2024  41,561 
Acquired through business combination (note 4)  256 
Disposals, net of additions  (4,388) 
Impact of foreign exchange  311 
Balance at March 31, 2025  37,740 

Balance at April 1, 2025  37,740 

Acquired through business combination (note 4)  113 
Additions  430 
Impact of foreign exchange  69 
Balance at March 31, 2026  38,352 
Accumulated Depreciation
(thousands of $)
Balance at April 1, 2024  (12,489) 
Depreciation charge for the year  (3,390) 
Disposals  6,836 
Impact of foreign exchange  (254) 
Balance at March 31, 2025  (9,297) 

Balance at April 1, 2025  (9,297) 

Depreciation charge for the year  (2,793) 
Disposals  — 
Impact of foreign exchange  (10) 
Balance at March 31, 2026  (12,100) 

Carrying Amounts
Balance at March 31, 2025  28,443 
Balance at March 31, 2026  26,252 
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8. Property and Equipment:

Cost
(thousands of $)

Computer 
Equipment

Furniture and 
Equipment

Leasehold 
improvements Total

Balance at April 1, 2024  8,726  3,060  13,472  25,258 
Additions  1,112  31  501  1,644 
Acquired through business combination (note 4)  220  4  —  224 
Disposals  (241)  (2)  (247)  (490) 
Balance at March 31, 2025  9,817  3,093  13,726  26,636 
Balance at April 1, 2025  9,817  3,093  13,726  26,636 
Additions  506  313  1,741  2,560 
Acquired through business combination (note 4)  87  49  136 
Disposals  (294)  —  —  (294) 
Balance at March 31, 2026  10,116  3,455  15,467  29,038 

Accumulated Depreciation 
(thousands of $)

Balance at April 1, 2024  (7,496)  (3,046)  (4,839)  (15,381) 

Depreciation charge for the year  (675)  (3)  (688)  (1,366) 
Disposals  51  8  209  268 
Balance at March 31, 2025  (8,120)  (3,041)  (5,318)  (16,479) 

Balance at April 1, 2025  (8,120)  (3,041)  (5,318)  (16,479) 
Depreciation charge for the year  (811)  (54)  (815)  (1,680) 
Disposals  296  —  —  296 
Balance at March 31, 2026  (8,635)  (3,095)  (6,133)  (17,863) 

Carrying Amounts

Balance at March 31, 2025  1,697  52  8,408  10,157 
Balance at March 31, 2026  1,481  360  9,334  11,175 

9. Goodwill:

Carrying Amounts
(thousands of $)
Balance at April 1, 2024  4,399 
Goodwill recognized from acquisition  10,740 
Impact of foreign exchange  675 
Balance at March 31, 2025  15,814 
Balance at April 1, 2025  15,814 
Goodwill recognized from acquisition (note 4)  8,933 
Impact of foreign exchange  285 

Balance at March 31, 2026  25,032 

The Company performed its annual impairment test for goodwill on its CGUs as of March 31, 2026. For the purpose of the 
annual impairment testing, all goodwill was allocated to the CGU which is expected to benefit from the synergies of the 
business combinations from which goodwill arose as follows. The Bluware, Sharp, SeisWare and Rose CGUs have $4.6 
million, $11.5 million, $3 million and $5.9 million allocated to them respectively as at March 31, 2026. 

CMG calculated the recoverable amounts of its CGUs using value in use. Value in use is estimated using a discounted cash 
flow model, calculating the present value of future pre-tax cash flows with a pre-tax risk adjusted discount rate. The pre-tax 
cash flows covering the forecasted future period are based on a financial budget and forecasts approved by management, 
using an expected average growth rate specific to the CGU and pre-tax risk adjusted discount rate between 20%-22% The 
long-term and terminal growth rate used was between 2%-3%. 
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Other significant assumptions include forecasted revenue and gross profit margins, which are determined by past experience 
within the market that the Company operates in and expectations surrounding the execution of certain strategic plans in the 
near future. The forecast cash flow period was five years. 

As of March 31, 2026, the recoverable amount of each CGU exceeds its carrying value. If future results, in particular future 
revenues, were to be significantly different from management’s best estimates based on key assumptions, the Company could 
potentially experience future impairment charges in respect of its goodwill. 

10. Trade Payables and Accrued Liabilities:

(thousands of $) March 31, 2026 March 31, 2025
Trade payables  1,756  1,858 
Employee salaries, commissions, and benefits payable  4,889  6,439 
Accrued liabilities, other payables and stock-based compensation  
(note 18(c))

 10,104  10,155 

 16,749  18,452 

11. Deferred Revenue:

The following table presents changes in the deferred revenue balance:

(thousands of $) March 31, 2026 March 31, 2025
Balance, beginning of year  40,276  41,120 
Acquired deferred revenue (note 4)  3,029  1,655 
Invoiced during the year, excluding amounts recognized as revenue 
during the year  37,384  39,580 

Recognition of deferred revenue included in the balance of acquired 
deferred revenue in the current year

 (1,387)  (1,092) 

Recognition of deferred revenue included in the balance at the 
beginning of the year  (40,109)  (41,300) 

Impact of foreign exchange  101  313 
Balance, end of year  39,294  40,276 

12. Lease Liabilities:

The Company’s leases are for office space in Canada, the United States, Norway, Germany and Colombia, the most 
significant of which is the twenty-year head office lease in Calgary, Canada that commenced in 2017. These leases contain 
renewal options for additional terms, but since the Company is not reasonably certain it will exercise the renewal options, they 
have not been included in the measurement of the lease obligations.

(thousands of $) March 31, 2026 March 31, 2025
Balance, beginning of year  36,946  36,961 
Additions  428  2,378 
Acquired lease liabilities (note 4)  113  256 
Interest on lease liabilities (note 16)  1,844  1,891 
Lease payments  (4,131)  (4,641) 
Impact of foreign exchange  5  101 
Balance, end of period  35,205  36,946 

Current  2,549  2,278 
Long-term  32,656  34,668 
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Other lease-related items recognized in the consolidated statement of operations and comprehensive income:

Year ended March 31, 2026 2025
(thousands of $)
Variable lease expense  1,212 1,147
Short-term lease expense 271 470

13. Revenue:

In the following table, revenue is disaggregated by nature and geographical region based on where the customer is located 
and timing of revenue recognition. In the case of revenues recognized through a reseller arrangement the geographic 
segmentation is based on the resellers’ location:

Year ended March 31, 2026 2025

($ thousands) Canada
United 
States

South 
America

Eastern 
Hemisph
ere (1) Total Canada

United 
States

South 
America

Eastern 
Hemisph
ere (1) Total

Annuity/maintenance  12,554  16,945  10,260  36,822  76,581  12,777  17,514  9,753  37,481  77,525 
Annuity license fee  1,679  3,161  1,156  9,633  15,629  —  1,610  1,018  6,652  9,280 
Perpetual license  187  432  —  1,777  2,396  170  1,383  —  4,064  5,617 
Total software 
revenue (2)  14,420  20,538  11,416  48,232  94,606  12,947  20,507  10,771  48,197  92,422 
Professional services  5,592  15,062  1,994  8,935  31,583  9,342  20,447  1,899  5,336  37,024 
Total revenue  20,012  35,600  13,410  57,167  126,189  22,289  40,954  12,670  53,533  129,446 

(1) Includes Europe, Africa, Asia and Australia.
(2) Total software revenue includes the amortization of a fair value reduction of deferred revenue recognized on acquisition, which has reduced post-acquisition 

revenues by $0.5 million (March 31, 2025 - $0.8 million).  
(3) Annuity/ maintenance and professional service revenue are recognized over the contract. Annuity license fee and perpetual license revenue are recognized 

at a point in time upon completion of the Company’s obligation.

The amount of revenue recognized during the year ended March 31, 2026 from performance obligations satisfied (or partially 
satisfied) in previous periods is $0.8 million (March 31, 2025 – $3.3 million).

The Company applies the practical expedient available under IFRS 15 and does not disclose the amount of the transaction 
price allocated to unsatisfied performance obligations if the underlying contract has an expected duration of one year or less.

Receivables and contract assets from contracts with customers included in “Trade and other receivables” were as follows:

(thousands of $) March 31, 2026 March 31, 2025
Receivables  24,585 35,859
Contract assets  888 1,662

During the year ended March 31, 2026, one customer comprised 20% of the Company’s total revenue (year ended March 31, 
2025 – one customer, 22%).

14. Research and Development Costs:

Year ended March 31, 2026 2025
(thousands of $)
Research and development  33,039  30,454 
Government grants for research and development  (580)  (312) 

 32,459  30,142 
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15. Personnel Expenses:

Year ended March 31, 2026 2025
(thousands of $)
Salaries, commissions and short-term employee benefits  61,881  61,939 
Stock-based compensation (note 18(c))  467  2,625 

 62,348  64,564 

16. Finance Income and Finance Costs:

Year ended March 31, 2026 2025
(thousands of $)
Interest income  962  2,605 
Net foreign exchange gain  —  363 
Finance income  962  2,968 

Interest expense on lease liabilities (note 12)  (1,844)  (1,891) 
Amortization of FV loan adjustment  —  (185) 
Net foreign exchange loss  (1,909)  — 
Interest on loan and revolving credit facility  (43)  (4) 
Other finance cost(1)  (203)  — 

Finance costs  (3,999)  (2,080) 
(1) Other financing costs include amortization of deferred initial cost relating to obtaining the credit facility of $0.1million 

17. Income and Other Taxes:

The major components of income tax expense are as follows:

Year ended March 31, 2026 2025
(thousands of $)
Current year income tax expense  6,187 7,778
Adjustment for prior year  106 1,457
Current year income taxes  6,293 9,235
Deferred tax expense (recovery)  (881) (508)
Adjustment for prior year  (167) (268)
Foreign withholding and other taxes  1,473 1,989

 6,718 10,448

During the year ended March 31, 2026, the blended statutory tax rate was 23% (March 31, 2025 – 23%).

The provision for income and other taxes reported differs from the amount computed by applying the combined Canadian 
federal and provincial statutory rate to the profit before income and other taxes. The reasons for this difference and the related 
tax effects are as follows:
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Year ended March 31, 2026 2025
(thousands of $, unless otherwise stated)
Combined statutory tax rate 23.00% 23.00%
Expected income tax  5,552 7,541
Non-deductible costs  368 1,000
Withholding taxes  590 1,072
Effect of tax rates in foreign jurisdictions  (79) (494)
Foreign tax credits  — (345)
GILTI and US state taxes  364  — 
Adjustment for prior year  (412) 1,190
Other  335 484

 6,718 10,448

A continuity of the net deferred income tax assets and liability is detailed in the following tables:

(thousands of $)
April 1, 2024 Recognized in 

Net Income
Business 

Combination
March 31, 2025

Taxable temporary differences:
SR&ED Investment tax credit  (79)  343  —  264 
Property and equipment  84  (57)  (70)  (43) 

Intangible assets  (5,421)  685  (11,442)  (16,178) 
Deductible temporary differences:
Other current liability  313  (358)  —  (45) 
Right-of-use asset  1,733  89  —  1,822 
Stock based compensation liability  1,342  (688)  —  654 
Federal loss carryforward  104  19  —  123 

Foreign income tax credit carryforward  385  387  —  772 
Deferred income tax asset (liability)(1)  (1,539)  420  (11,512)  (12,631) 

(1) Included in this balance is a deferred tax liability of $13.1 million and a deferred tax asset of $0.5 million.

(thousands of $)
April 1, 2025 Recognized in 

Net Income
Other 

comprehensive 
income 

Business 
Combination

March 31, 2026

Taxable temporary differences:
SR&ED Investment tax credit  264  (168)  —  —  96 
Property and equipment  (43)  (3,651)  —  —  (3,694) 
Intangible assets  (16,178)  5,297  (404)  (1,248)  (12,533) 

Deductible temporary differences:
Other current liability  (45)  141  —  —  96 
Right-of-use asset  1,822  97  —  —  1,919 
Stock based compensation liability  654  (373)  —  —  281 
Federal loss carryforward  123  (123)  —  —  — 
Foreign income tax credit carryforward  772  (30)  —  —  742 
GILTI  —  (229)  —  —  (229) 

Deferred income tax asset (liability)(1)  (12,631)  961  (404)  (1,248)  (13,322) 

(1) Included in this balance is a deferred tax liability of $13.5 million and a deferred tax asset of $0.2 million.

Prepaid income taxes and current income taxes payable have not been offset as the amounts relate to income taxes levied by 
different tax authorities on different taxable entities. All movement in deferred tax assets and liabilities is recognized through 
net income of the respective period. Deferred tax assets and liabilities are offset only when a legally enforceable right to offset 
exists and the deferred tax assets and liabilities arise in the same tax jurisdiction and relate to the same taxable entity.
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18. Share Capital

(a) Authorized:

An unlimited number of common shares, an unlimited number of non-voting shares, and an unlimited number of preferred 
shares, issuable in series without par value.

(b) Issued:

(thousands of shares) Common shares
Balance, April 1, 2024  81,392 
Issued on redemption of performance share units  17 
Issued on redemption of restricted share units  52 
Issued on exercise of stock options  1,079 
Balance, March 31, 2025  82,540 

Balance, April 1, 2025  82,540 
Issued for cash on exercise of stock options  187 
Issued on redemption of restricted share units  28 
Shares repurchased through NCIB  (4,415) 
Balance, March 31, 2026  78,340 

(c) Stock-Based Compensation:

Stock-Based Compensation Expense

The following table summarizes stock-based compensation expense:

Year ended March 31, 2026 2025
(thousands of $)
Equity-settled plans  636  915 
Cash-settled plans  (169)  1,710 
Total stock-based compensation expense  467  2,625 

Liability Recognized for Stock-Based Compensation(1)

The following table summarizes liabilities for the Company’s cash-settled plans:

(thousands of $) March 31, 2026 March 31, 2025
SARs  89 185
RSUs  183 891
PSUs  139 148
DSUs  653 1,568
Total stock-based compensation liability  1,064 2,792

Current, recorded within trade payables and accrued liabilities  1,017 2,536
Long-term  47 256

(1) The intrinsic value of the vested awards at March 31, 2026 is $0.7 million (March 31, 2025 is $1.8 million).

The Company has several stock-based compensation plans, including a stock option plan, a share appreciation rights plan, a 
performance share unit and restricted share unit plan, and a deferred share unit plan.
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The maximum number of common shares reserved for issuance under the Company’s security-based compensation plans is 
limited to 10% of the issued and outstanding common shares. Based on this calculation, at March 31, 2026, the Company may 
reserve up to 7,834,013 common shares for issuance under its security-based compensation plans.

i Stock Option Plan

The Company adopted a rolling stock option plan as of July 13, 2005, which was most recently reaffirmed by the Company’s 
shareholders on July 6, 2023. Stock options granted by the Company provide the holder with the right to purchase common 
shares at the market price on the grant date, subject to fulfilling vesting terms. The majority of the Company’s options vest over 
a three-year period, with fifty percent vesting on the first-year anniversary from the grant date and 25% vesting on each of the 
second- and third-year anniversary dates. The Company has also granted stock options that vest when certain share price 
thresholds are achieved. Stock options have a three to five-year life.

The following table outlines changes in stock options:
Year ended March 31, 2026 2025

Number of 
Options 

(thousands)

Weighted 
Average 

Exercise Price
($/share)

Number of 
Options 

(thousands)

Weighted 
Average 

Exercise Price
($/share)

Outstanding at beginning of year  3,553 5.84 4,393 5.17
Granted (1)  1,210 6.49 750 10.90
Exercised  (187) 4.43 (1,079) 5.24
Forfeited/expired  (564) 9.46 (511) 8.77
Outstanding at end of year  4,012 5.62 3,553 5.84
Options exercisable at end of year  1,128 5.64 1,106 4.98

(1) 900,000 stock options granted during the year ended March 31, 2026 are exercisable when specified share price targets are achieved. 

The range of exercise prices of stock options outstanding and exercisable at March 31, 2026 is as follows:

Outstanding Exercisable

Exercise Price 
($/option)

Number of Options
(thousands)

Weighted 
Average 

Remaining 
Contractual Life

(years)

Weighted 
Average 

Exercise Price
($/option)

Number of 
Options 

(thousands)

Weighted 
Average 

Exercise Price
($/option)

3.98 to 4.62 343 1.8 4.30 98 3.98
4.63 to 4.87  1,792 1.2 4.74 492 4.74
4.88 to 5.04 460 1.5 5.00 310 5.00
5.05 to 6.61 469 1.9 6.13  —  — 
6.62 to 7.06 573 1.8 6.91  —  — 

7.07 to 10.26 375 3.2 9.08 228 9.17
 4,012 1.6 5.61  1,128 5.64

During the year ended March 31, 2026, CMG Group issued grants of 1,210,000 stock options, out of which 900,000 are 
performance based. The performance factors for the 900,000 performance-based stock options to become fully vested and 
exercisable are as follows: 

• 200,000 stock options vest and become exercisable when a share price of $10 has been achieved for three 
consecutive months. 

• 350,000 stock options vest and become exercisable when a share price of $15 has been achieved for three 
consecutive months. 

• 350,000 stock options vest and become exercisable when a share price of $20 has been achieved for three 
consecutive months. 
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A Black Scholes pricing model was utilized in the valuing of these grants and the assumptions used to fair value these grants 
are included in the table below. The expected volatility considers the historical volatility in the price of CMG Group’s common 
shares over a period similar to the life of the options.

The fair value of stock options granted during the year was estimated using the Black Scholes pricing model under the 
following assumptions:

Year ended March 31, 2026 2025
Fair value at grant date ($/option) 0.09 to 2.74 0.83 to 2.74
Share price at grant date ($/share) 4.28 to 10.11 10.11 to 10.40
Risk-free interest rate (%) 2.45 to 3.08 3.08 to 3.14
Estimated hold period prior to exercise (years) 1 to 3 3 to 4
Volatility in the price of common shares (%) 38 to 43 38 to 40
Dividend yield per common share (%) 0.63 to 2.89 1.92 to 2.06

a Share Appreciation Rights Plan

The Company adopted a share appreciation rights plan (“SAR Plan”) in November 2015. A share appreciation right (“SAR”) 
entitles the holder to receive a cash payment equal to the difference between the stated exercise price and the market price of 
the Company’s common shares on the date the SAR is exercised. SARs are granted to executive officers and employees 
residing and working outside of Canada. The following table outlines changes in SARs:

Year ended March 31, 2026 2025

Number of
SARs

(thousands)

Weighted 
Average 

Exercise Price
($/SAR)

Number of
SARs

(thousands)

Weighted 
Average 

Exercise Price
($/SAR)

Outstanding at beginning of year  52 4.50 563 6.5
Exercised  (24) 5.08 (232) 6
Forfeited/expired  —  — (279) 7.3
Outstanding at end of year  28 3.98 52 4.5
SARs exercisable at end of year  28 3.98 52 4.5

b Share Unit Plans

Performance Share Units (PSUs) and Restricted Share Units (RSUs)

The Performance Share Unit and Restricted Share Unit Plan (“PSU & RSU Plan”) is open to all employees and contractors of 
the Company. Upon vesting, PSUs and RSUs can be exchanged for common shares of the Company or surrendered for cash 
at the option of the holder.

The International Employees PSU & RSU Plan includes substantially the same terms, conditions, and PSU performance 
criteria as the PSU & RSU Plan, with the main two exceptions being that (i) it is available only to employees and contractors 
residing and working outside of Canada and (ii) PSUs and RSUs under this plan can be redeemed for cash only.

Deferred Share Units (DSUs)

The DSU Plan was adopted in May 2017 and is limited to non-employee members of the Board of Directors. DSUs vest 
immediately but are redeemable for cash only after a director ceases Board of Director membership.
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The following table summarizes the activity related to the Company’s share unit plans:

Year ended March 31, 2026 2025
(thousands)

RSUs PSUs DSUs RSUs PSUs DSUs
Outstanding at beginning of year  153  96  196 394 117 187
Granted  1  163  110 4 64 30
Exercised  (105)  —  (136) (200) (47) (25)
Forfeited/expired  (26)  (67)  — (45) (38) 4
Outstanding at end of year  23  192  170 153 96 196

(d) Normal Course Issuer Bid 

On November 11, 2025, the Company announced plans to undertake a Normal Course Issuer Bid to repurchase up to 5% of 
outstanding shares as at November 3, 2025. This was amended on February 23, 2026 to 10% of the outstanding shares held 
by all shareholders other than restricted shares and shares held by the Company’s directors, senior officers and shareholders 
who held 10% or more of the Company's outstanding shares as of the close of business on November 3, 2025. 

During the year ended, the Company purchased for cancellation 4,468,000 common shares (March 31, 2025 - nil) for a total of  
$21.1 million (March 31, 2025 - nil) under the NClB program.

(e) Earnings Per Share:

The following table summarizes the earnings and weighted average number of common shares used in calculating basic and 
diluted earnings per share:

Year ended March 31, 2026 2025
(thousands except per share amounts)

Earnings
($)

Weighted 
average 
shares 

outstanding

Earnings
per share 
($/share) Earnings

($)

Weighted 
average 

shares 
outstanding

Earnings
per share 
($/share)

Basic  17,416  82,438 0.21 22,437 82,546 0.27
Dilutive effect of share-based awards  607 799
Diluted  17,416  83,045 0.21 22,437 83,345 0.27

During the year ended March 31, 2026, 39,145 awards (March 31, 2025 – 48,843 awards) were excluded from the 
computation of the weighted average number of diluted shares outstanding because their effect was not dilutive.

19. Capital Management:

The Company’s objectives in managing capital are to ensure sufficient liquidity to pursue its strategy of organic growth, and 
acquisitions, and to maximize the return to its shareholders. The capital structure of the Company consists of cash, credit 
facilities and shareholders’ equity. 

CMG is required under the terms of its revolving credit facility to comply with certain financial covenants consisting of (i) 
leverage ratio, (ii) interest coverage ratio. As at March 31, 2026, the Company was in compliance with all credit facility 
covenants and expects to remain in compliance over the next year. Other than the requirements for the credit facility, the 
Company is not subject to any other externally imposed capital requirements. 

The Company’s policy is to pay quarterly dividends based on the Company’s overall financial performance and cash flow 
generation. Decisions on dividend payments are made on a quarterly basis by the Board of Directors. There can be no 
assurance as to the amount or payment of such dividends in the future.
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The Company adjusts its capital structure in light of general economic conditions and the Company’s working capital 
requirements. In order to maintain or adjust its capital structure, the Company, upon approval from its Board of Directors, may 
pay dividends, buy back shares or undertake other activities as deemed appropriate under the specific circumstances. The 
Board of Directors reviews and approves any material transactions not in the ordinary course of business.

20. Financial Instruments and Risk Management:

The Company’s financial instruments consist of cash, restricted cash, short-term investment, trade and other receivables, 
trade payables and accrued liabilities (excluding stock-based compensation payable), acquisition holdback payable, other 
long-term liabilities (excluding stock-based compensation payable), government loan and revolving credit facility. These 
financial instruments are classified and measured at amortized cost and their carrying amounts approximate their fair values  . 

Cash and restricted cash are held in demand deposits carried at face value, which by their nature equals fair value at all times. 
Trade and other receivables and trade payables and accrued liabilities (excluding stock-based compensation) arise from 
ordinary trading transactions and are short-term in nature, typically settling within 30 to 90 days. They are initially recognized at 
transaction price and are not subject to significant interest rate or market price variability over their collection or settlement 
period. Revolving credit facility bears interest at a floating rate that resets periodically in line with prevailing market rates, 
ensuring that the contractual rate of return reflects current market conditions at all times. Accordingly, the present value of 
future cash flows under the facility does not differ materially from its carrying amount. For acquisition holdback payable, 
government loan and other long-term liability, there is no significant effect of discounting as such the carrying amounts 
represent the fair values. The estimated fair value are based on level 2 inputs. 

In connection with Bluware-Headwave Ventures Inc, the Company recognized a contingent consideration liability (earn-out) 
which was classified and measured at fair value through profit or loss using Level 3 inputs within the fair value hierarchy. The 
initial fair value was determined using a discounted cash flow analysis based on expected future cash flows.

During the year ended March 31, 2026, a fair value adjustment of $0.1 million (March 31, 2025 - ($2.2) million) was recognized 
in the statement of operations and comprehensive income. The liability was fully settled during the year ended March 31, 2026 
with an estimated fair value of $3.9 million as at March 31, 2025.

The different levels in the fair value hierarchy have been defined as follows:

• Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities;
• Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 

directly or indirectly; and
• Level 3: Inputs for the asset or liability that are not based on observable market data.

Overview:

The Company is exposed to risks of varying degrees of significance and likelihood, which could affect its ability to achieve its 
strategic objectives for growth. The main objectives of the Company’s risk management process are to ensure that risks are 
properly identified and that the capital base is adequate in relation to those risks. The principal financial risks to which the 
Company is exposed are described below:

(a) Credit Risk

Credit risk is the risk of an unexpected loss if a customer or third party to a financial instrument fails to meet its contractual 
obligation and arises principally from the Company’s trade and other receivables. The amounts reported in the statements of 
financial position for trade receivables are net of expected credit losses, estimated by the Company’s management based on 
prior experience and assessment of the current economic environment.

The Company’s trade receivables consist primarily of balances from customers operating in the oil and gas industry, both 
domestically and internationally, as the Company sells its products and services in approximately 60 countries worldwide. 
Some of these countries have greater economic and political risk than experienced in North America, and as a result there 
may be greater risk associated with sales in those jurisdictions. The Company manages this risk by invoicing for the full license 
term in advance for the majority of software license sales and by invoicing as frequently as the contract allows for consulting 
and contract research services. 
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In cases where collectability is not deemed probable, revenue is recognized upon receipt of cash, providing all other criteria 
have been met. Historically, the Company has not experienced any significant losses related to individual customers or groups 
of customers in any particular geographic area. At March 31, 2026, the Company assessed credit risk related to its accounts 
receivable and established an impairment loss of $0.3 million (March 31, 2025 – $0.1 million). 

As at March 31, 2026, the Company has a concentration of credit risk with 3 customers which have an outstanding balance of 
5% or more of total trade and accrued receivables. These 3 customers represent 36% of total trade and accrued customer 
receivables. (March 31, 2025 – 5 customers; 51%).

The carrying amount of trade and other receivables represents the maximum credit exposure. The maximum exposure to 
credit risk at March 31, 2026 was $29.2 million (March 31, 2025 – $41.5 million). The aging of trade and other receivables at 
the reporting date was:

(thousands of $) March 31, 2026 March 31, 2025
Current  17,238 29,007
31-60 days  7,292 6,792
61-90 days  3,230 490
Over 90 days  1,399 5,168
Balance, end of year  29,159 41,457

The Company assesses the creditworthiness of its customers on an ongoing basis and regularly monitors the amount and age 
of balances outstanding. Payment terms with the majority of customers are 30-90 days from invoice date; however, industry 
practice can extend these terms. Accordingly, the Company views the credit risk on these amounts as normal for the industry.

The Company minimizes the credit risk of cash, restricted cash and short-term investment by holding such financial assets 
with a reputable financial institution.

(b) Market Risk

i Foreign Exchange Risk

The Company operates internationally and primarily prices its products in either the Canadian or US dollar. This gives rise to 
exposure to market risks from changes in the foreign exchange rates between the Canadian and US dollar. Approximately 
68% (2025 – 77%) of the Company’s revenues for the year ended March 31, 2026 were denominated in US dollars, and at 
March 31, 2026, approximately US $21.8 million (2025 – US $50.4 million) of the Company’s working capital was denominated 
in US dollars. The Company currently does not use derivative instruments to hedge its exposure to those risks, but since 
approximately 48% (2025 – 52%) of the Company’s total costs are also denominated in US dollars, they provide a partial 
economic hedge against the fluctuation in this currency exchange.

The Company’s operations are exposed to currency risk on US-dollar denominated financial assets and liabilities with 
fluctuations in the rate recognized as foreign exchange gains or losses in the consolidated statement of operations and 
comprehensive income. It is estimated that a one cent change in the US dollar would result in a net change of approximately
$0.2 million to equity and net income for the year ended March 31, 2026. A weaker US dollar with respect to the Canadian 
dollar will result in a negative impact, while the reverse would result from a stronger US dollar.

ii Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market interest rates. CMG Group’s exposure to the risk of changes in market interest rates relates primarily to CMG's Credit 
facility debt obligations with variable interest rates and cashflows from changes in interest rates on cash balances. The 
Company monitors and analyzes interest rate risk on a regular basis and mitigates interest rate risk by holding cash or liquid 
assets which allows flexibility to adjust positions when rates change. Where applicable, the Company’s policy is to invest 
excess cash in interest-bearing deposits and/or guaranteed investment certificates issued by a reputable financial institution. 

As at March 31, 2026, a 1% change in variable interest rates, with all other variables held constant, including the amount  
drawn under the credit facility and cash balances, would have resulted in an increase or decrease in equity and net income for 
the year ended March 31, 2026 of approximately $0.2 million (2025 - $0.3 million). 
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(c) Liquidity Risk

Liquidity risk is the risk that the Company is not able to meet its financial obligations as they fall due or can do so only at 
excessive cost. The Company manages liquidity risk through the management of its capital structure as outlined in note 19. 
The Company’s growth is financed through a combination of the cash flows from operations and its cash balances on hand. 
Given the Company’s available liquid resources as compared to the timing of the payments of its liabilities, management 
assesses the Company’s liquidity risk to be low. The Company monitors its expenditures by preparing annual budgets that are 
periodically updated. The Company has sufficient liquidity and approximately $93 million of the line of credit available for its 
use (note 22), to meet its obligations.

The table below summarizes the maturity profile of CMG Group’s financial liabilities based on contractual undiscounted 
payments:

Year ended March 31, 2026 Less than one 
year

Between two 
and five years

More than five 
years

Total

Trade payables and accrued liabilities (excluding 
stock-based compensation   15,685  —  —  15,685 

Lease liabilities  4,284  16,475  25,175  45,934 
Acquisition holdback payable  3,106  488  —  3,594 
Revolving credit facility  18  6,628  —  6,646 
Government loan  320  1,119  —  1,439 
Other long-term liabilities  206  —  206 

 23,413  24,917  25,175  73,504 

Year ended March 31, 2025 Less than one 
year

Between two 
and five years

More than five 
years

Total

Trade payables and accrued liabilities (excluding 
stock-based compensation   15,916  —  —  15,916 

Lease liabilities  4,102  16,488  28,785  49,375 
Acquisition holdback payable 188  1,257  —  1,445 
Government loan 310  1,241 78  1,629 
Other long-term liabilities  212  —  212 
Acquisition earn-out payable  3,732  —  —  3,732 

 24,248  19,198  28,863  72,309 

21. Commitments:

The Company’s commitments include operating cost commitments and short-term office leases:

(thousands of $) March 31, 2026
Less than one year  1,706 
Between one and five years  4,764 
More than five years  6,492 

 12,962 

22. Credit Facilities:

i. Revolving credit facility 
As at March 31, 2026, CMG Group has access to a committed revolving credit facility with a total limit of $100 million maturing 
November 7, 2029 at which point all amounts drawn and accrued interest thereon are due in full. Borrowings under the facility 
bear a variable interest rate with no fixed repayments over the term to maturity. Interest rates are calculated at standard 
Canadian, U.S., and European reference rates plus interest rate spreads based on a leverage table.
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As at the reporting date, the Company has drawn down on the credit facility as follow: 
• $3.7 million bearing interest at the lender’s prime rate plus an applicable margin
• US$2.1 million, bearing interest based on SOFR plus an applicable margin

Interest expense on the facility is recognized under finance cost in the statement of operations and comprehensive income 
using the effective interest method.

The credit facility is subject to customary positive, negative, reporting and financial covenants. The financial covenants require  
the Company to maintain, at all times, (A) a leverage ratio for the preceding four quarter period not greater than: (I) 3.75:1.00; 
or (II) for the four immediately subsequent fiscal quarters following completion of a material acquisition, 4.00:1.00 (and 
thereafter, 3.75:1.00) and (B) an  interest coverage ratio with respect to the immediately preceding four quarter period is not 
less than 3.00:1.00. As at March 31, 2026 the Company had a leverage ratio of 0.89 and interest coverage ratio of 20.50. The 
Company was in full compliance with all covenants as at the reporting date.

As at March 31, 2026, the Company had $93 million (March 31, 2025: $nil) of undrawn committed borrowing facility which are 
available to support CMG Group’s liquidity requirements. 

ii. Other credit facility  
The Company has arranged for a $2.5 million (March 31, 2025 - $2.5 million) line of credit with a lender, which  may be used to 
support letters of credit and is collateralized by the Short-term Investment. As at March 31, 2026, $2.0 million (March 31, 2025 
– $2.1 million) had been reserved on this credit facility for letters of credit supporting performance bonds.

23. Subsidiaries:

CMG Group is the beneficial owner of the entire issued share capital and controls all the votes of its subsidiaries. The principal 
activities of all the subsidiaries are the sale and support for the use of CMG Group’s software licenses. Transactions between 
subsidiaries are eliminated on consolidation.

The following is the list of CMG Group’s subsidiaries:
Subsidiary Country of

Incorporation

Computer Modelling Group Inc. United States
CMG Middle East FZ LLC United Arab Emirates
CMG (Europe) Limited United Kingdom
CMGL Services Corporation Canada
CMG Collaboration Centre India Private Limited India
Computer Modelling Group Brazil Solucoes Technoligicas Ltda. Brazil
CMG Holdings (USA) Inc. United States
Bluware Headwave Ventures Inc. United States
Bluware Inc. United States
Bluware AS Norway
CMG Germany GmbH Germany
Sharp Reflections GmbH Germany
Sharp Reflections AS Norway
Sharp Reflections Inc. United States
Sharp Reflections Limited United Kingdom
SeisWare International  Inc Canada
SeisWare Inc United States
CMG RA Holdings 1, LLC United States
CMG RA Holdings 2, LLC United States
Rose & Associates, LLP United States
Lognormal Solutions, LLC United States
Rose & Associates Canada Ltd. Canada
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24. Related Parties:

(a) Intercompany Transactions:
The Company has twenty-one wholly owned subsidiaries (note 23) that have intercompany transactions under the normal 
course of operations and are eliminated upon consolidation.

(b) Key Management Personnel Compensation

For the year ended March 31, 2026 and 2025, the key management personnel of the Company include the Company’s 
executive officers, key members of management and Board of Directors. In addition to their salaries and director fees, as 
applicable, directors and executive officers also participate in the Company’s stock-based compensation plans (note 18(c)), 
which are available to almost all employees of the Company, with the exception of the DSU plan, which is only available to 
non-employee directors of the Company.

Key management personnel compensation comprised the following:

Years ended March 31, 2026 2025
(thousands of $)
Salaries, bonus and employee benefits  3,178  4,971 
Termination benefits  617  692 
Stock-based compensation  380  1,791 

 4,175  7,454 

25. Subsequent Event:

On May 21, 2026, the Board of Directors declared a quarterly cash dividend of $0.01 per share on its common shares, payable 
on June 15, 2025 to all shareholders of record at the close of business on June 5, 2026.
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