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MANAGEMENT STATEMENT OF RESPONSIBILITY

The preparation and presentation of the accompanying consolidated financial statements of McCoy Global Inc. (the “Corporation”),
which have been prepared in accordance with IFRS Accounting Standards, are the responsibility of management and have been
approved by the Board of Directors.

The consolidated financial statements include certain amounts that are based on the best estimates and judgments of management
and in their opinion present fairly, in all material respects, the Corporation’s financial position, financial performance and cash flows.
The Corporation’s accounting procedures and related systems of internal controls are designed to provide reasonable assurance that
its assets are safeguarded and its financial information is reliable.

The consolidated financial statements have been audited by PricewaterhouseCoopers LLP, the Corporation’s external auditors. The
external auditors are responsible for examining the consolidated financial statements and expressing their opinion on the fairness, in
all material respects of the consolidated financial statements being prepared in accordance with IFRS Accounting Standards. The
auditor’s report outlines the scope of their audit examination and states their opinion.

The Board of Directors, through the Audit Committee, is responsible for overseeing management'’s responsibility for financial reporting
and is ultimately responsible for reviewing and approving the consolidated financial statements. The Audit Committee meets regularly
with management and the external auditors to satisfy itself that each group is discharging its responsibilities with respect to internal
controls and financial reporting. The Audit Committee reports its findings to the Board of Directors for their consideration when approving
the consolidated financial statements for issuance to the shareholders. The external auditors have full and open access to the Audit
Committee, with and without the presence of management. The Audit Committee also considers, for review by the Board of Directors
and approval by the shareholders, the engagement or reappointment of the external auditors.

(signed) “Jim Rakievich” (signed) “Lindsay McGill”
President & Chief Executive Officer Vice President & Chief Financial Officer

March 5, 2026
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Independent auditor’s report

To the Shareholders of McCoy Global Inc.

Our opinion

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the financial position of McCoy Global Inc. and its subsidiaries (together, the Corporation) as at
December 31, 2025 and 2024, and its financial performance and its cash flows for the years then ended in

accordance with IFRS Accounting Standards.

What we have audited

The Corporation’s consolidated financial statements comprise:

» the consolidated statements of financial position as at December 31, 2025 and 2024;

» the consolidated statements of earnings and comprehensive earnings for the years then ended;
e the consolidated statements of changes in equity for the years then ended;

» the consolidated statements of cash flows for the years then ended; and

» the notes to the consolidated financial statements, comprising material accounting policy information and

other explanatory information.

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 consolidated financial statements section of our report.

PricewaterhouseCoopers LLP

Stantec Tower, 10220 103rd Avenue North West, Suite 2200
Edmonton, Alberta, Canada T5J o0K4

T.: +1 780 441 6700, F.: +1 780 441 6776

Fax to mail: ca_edmonton_main_fax@pwc.com

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



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

opinion.

Independence

We are independent of the Corporation in accordance with the ethical requirements that are relevant to our
audit of the consolidated financial statements in Canada. We have fulfilled our other ethical responsibilities

in accordance with these requirements.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements for the year ended December 31, 2025. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in forming our

opinion thereon, and we do not provide a separate opinion on these matters.

Valuation of inventories Our approach to addressing the matter included the following

. . . procedures, among others:
Refer to note 3 — Material accounting policies and note 5 —

Inventories to the consolidated financial statements. e Tested how management estimated the inventory

rovision, which included the following:
As at December 31, 2025, the Corporation held inventories of provisi which inclu wing

$43,732,000, net of a provision for excess and obsolescence
(inventory provision) of $4,453,000. The Corporation’s
inventories consist of raw materials, work-in-progress, parts to
be used in production, and finished goods available for sale.
Finished goods available for sale consist of capital equipment
and parts and accessories inventories that are available for
sale to external parties.

Inventories are recorded at the lower of cost, and net realizable
value. Net realizable value is the estimated selling price in the
ordinary course of business, less the estimated costs of
completion and selling expenses. If the carrying value exceeds
net realizable value, a write-down is recognized. When the
circumstances that previously caused inventories to be written
down below cost no longer exist or when there is clear

evidence of an increase in net realizable value because of

Tested the data used by management in determining
the inventory provision and recalculated the

mathematical accuracy of the inventory provision.

Evaluated the appropriateness of management'’s

inventory provision methodology.

For capital equipment, evaluated on a sample basis
the reasonableness of market prices for equipment
and management'’s assessment of forecasted
demand by assessing historical movements,
forecasted external metrics supporting product
demand and based on discussions with

management, including operations personnel.



changed economic circumstances, the amount of the write-

down is reversed up to the maximum of the original write-down.

The net realizable value of capital equipment included in
inventories is assessed on an individual product basis
considering current market prices for the equipment and
management’s assessment of forecasted demand. This
resulted in a write-down of $30,000. All other items in
inventories are assessed for obsolescence at a distinct part
level using a formulaic approach, providing for items that have
not been sold or utilized in production in the 24 months
previous to the consolidated statements of financial position
date. This resulted in a write-down of $543,000. Management
also utilized judgment in assessing recoveries for inventory
items that had previously been provided for and for which some
quantity had subsequently been utilized or sold. For these
items, management evaluated the quantity of usage or sales at
the distinct part level in comparison to the quantity on hand.

We considered this a key audit matter due to the magnitude of
the inventories and inventory provision balances and the
significant judgments made by management in determining the
inventory provision. This in turn led to a high degree of auditor
judgment and effort in performing procedures related to the

inventory provision.

—  For all other inventories, evaluated the

reasonableness of:

o the rate applied to the items that have not been
sold or utilized in production for the past 24

months by considering past experience; and

0 management's judgment of quantity movements
to evaluate the inventory provision through
qualitative evaluations and considering past

experience.
e Tested the completeness of the inventory provision by:

— Testing the parts to be used in production and
finished goods available for sale inventories at year-
end were recorded at the lower of cost and net
realizable value by comparing a sample of inventory
items to the most recent sales prices of inventories or

similar items.

e Evaluating inventory product lines for which a portion of
inventory items have not been sold or utilized in production
between 12 and 24 months, by considering forecasted
external metrics supporting demand and the Corporation's
backlog.

Other information

Management is responsible for the other information. The other information comprises the Management’s

Discussion and Analysis.

Our opinion on the consolidated financial statements does not cover the other information and we do not

express any form of assurance conclusion thereon.

In connection with our audit of the consolidated 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 consolidated financial statements or our knowledge obtained in the audit, or otherwise

appears to be materially misstated.



If, based on the work we have performed, we conclude that there is a material misstatement of this other

information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of management and those charged with governance for the
consolidated financial statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS Accounting Standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from

material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Corporation’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

Corporation or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Corporation’s financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 these consolidated 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 consolidated 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 Corporation’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 Corporation’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 consolidated 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 Corporation to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions

and events in a manner that achieves fair presentation.

* Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business units within the Corporation as a basis for forming an opinion on
the consolidated financial statements. We are responsible for the direction, supervision and review of the

audit work performed for purposes of the group audit. We remain solely responsible for our audit opinion.

We 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.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters

that may reasonably be thought to bear on our independence, and where applicable, related safeguards.



From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated 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 report because the adverse consequences of doing so would

reasonably be expected to outweigh the public interest benefits of such communication.
The engagement partner on the audit resulting in this independent auditor’s report is Robert Newton.
/s/PricewaterhouseCoopers LLP

Chartered Professional Accountants
Edmonton, Alberta
March 5, 2026
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CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Stated in thousands of Canadian dollars)

As at Note
$ $
Assets
Current assets
Cash and cash equivalents 3,000 17,057
Trade and other receivables 22(b) 20,066 16,420
Inventories 5 43,732 40,269
Income tax recoverable 242 -
Prepaid expenses and deposits 1,357 1,516
68,397 75,262
Other receivables 22(b) 608 1,237
Property, plant and equipment 6 11,863 10,218
Intangible assets 7 5,711 5,319
Deferred tax assets 13(a) 1,765 1,879
Goodwill 3,748 3,934
Total assets 92,092 97,849
Liabilities
Current liabilities
Trade and other payables 9 16,189 19,735
Dividends payable 14(c) 670 545
Income taxes payable 208 1,129
Customer deposits 2,542 5,719
Provisions 10 657 543
Current lease liabilities 12 1,810 1,466
22,076 29,137
Lease liabilities 12 1,407 2,517
Total liabilities 23,483 31,654
Shareholders’ equity 14
Share capital 17,801 17,801
Contributed surplus 45,562 46,353
Accumulated other comprehensive income 10,564 13,693
Accumulated deficit (5.318) (11,652)
Total shareholders’ equity 68,609 66,195
Total liabilities and shareholders’ equity 92,092 97,849
The accompanying notes are an integral part of these consolidated financial statements.
Approved by the Board of Directors
(signed) “Jim Rakievich” (signed) “Terry Freeman”
Director Director
Page 9
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CONSOLIDATED STATEMENTS OF EARNINGS AND COMPREHENSIVE EARNINGS

(Stated in thousands of Canadian dollars, except per share amounts)

For the years ended Note
$ $
Revenue 16 83,779 77,516
Cost of sales 17 55,690 49,888
Gross profit 28,089 27,628
General and administration 17 9,248 10,033
Product development and support 17 5,216 4,696
Sales and marketing 17 3,222 2,967
Finance charges, net 18 379 49
Other losses (gains), net 19 407 (17)
18,472 17,728
Earnings before income taxes 9,617 9,900
Income tax expense (recovery) 20
Current 569 1,554
Deferred 33 (525)
602 1,029
Net earnings 9,015 8,871
Other comprehensive (loss) gain
Translation (loss) gain of foreign operations (3,129) 5,024
Comprehensive earnings 5,886 13,895
Earnings per share 21
Basic from net earnings 0.34 0.33
Diluted from net earnings 0.33 0.32
The accompanying notes are an integral part of these consolidated financial statements.
Page 10
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CONSOLIDATED STATEMENTS OF CHANGES IN EQuITY

(Stated in thousands of Canadian dollars, except share amounts)

Issued capital

Accumulated

Number of Share  Contributed comprehe::tsli‘\‘leer Accumulated
Note shares capital surplus income deficit Total equity
# $ $ $ $ $
Balances at January 1, 2024 26,954,936 17,395 46,271 8,669 (18,352) 53,983
Net earnings - - - - 8,871 8,871
Translation gain on
foreign operations - - - 5,024 - 5,024
Equity settled employee share-based
compensation expense 15 - - 100 - - 100
Issuance of common shares
upon stock option exercise 15 40,000 44 (18) - - 26
Issuance of common shares
under restricted share plan 15 185,000 362 - - - 362
Dividends declared 14(c) - - - - (2,171) (2,171)
Balances at December 31, 2024 27,179,936 17,801 46,353 13,693 (11,652) 66,195
Net earnings - - - - 9,015 9,015
Translation loss on
foreign operations - - - (3.129) - (3.129)
Equity settled employee share-based
compensation expense 15 - - 320 - - 320
Issuance of common shares
upon stock option exercise 15 100,470 212 (67) - - 145
Issuance of common shares
under restricted share plan 15 45,463 128 - - - 128
Repurchase of shares 15 (518,500) (340) (1,044) - - (1,384)
Dividends declared 14(c) - - - - (2,681) (2,681)
Balances at December 31, 2025 26,807,369 17,801 45,562 10,564 (5,318) 68,609

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

Page 11

TSX:MCB
www.mccoyglobal.com



' QY

G L

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Stated in thousands of Canadian dollars)

For the years ended Note

Cash generated from (used in) $ $
Operating activities

Net earnings 9,015 8,871
Adjustments for:

Depreciation of property, plant and equipment 6 3,161 2,382
Amortization of intangible assets 7 1,902 1,922
Income tax expense 20 602 1,029
Finance charges, net 18 379 49
Share-based compensation expense 15 783 1,730
Changes in non-cash working capital balances 25 (15,537) (8,346)
Income taxes paid (1,699) (772)
Finance costs paid, net (338) (354)
Gain on disposal of property, plant and equipment 19 - (3)
Net cash (used in) generated from operating activities (1,732) 6,508
Investing activities
Purchases of property, plant and equipment 6 (4,230) (1,964)
Proceeds from sale of property, plant and equipment - 3
Additions to intangible assets 7 (2,553) (1,491)
Net cash used in investing activities (6,783) (3,452)
Financing activities
Proceeds of borrowings 1 5,341 -
Repayment of borrowings 1 (5,293) -
Proceeds from issuance of common shares under restricted share plan 15 128 362
Proceeds from the issuance of common shares from stock options 15 145 26
Repurchase of shares 14(b) (1,384) -
Principal elements of lease payments 12 (1,697) (1,165)
Dividends paid 14(c) (2,556) (1,896)
Net cash used in financing activities (5,316) (2,673)
Effect of exchange rate changes on cash and cash equivalents (226) 948
(Decrease) increase in cash and cash equivalents (14,057) 1,331
Cash and cash equivalents - beginning of the year 17,057 15,726
Cash and cash equivalents - end of the year 3,000 17,057
The accompanying notes are an integral part of these consolidated financial statements.
Page 12
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the years ended December 31, 2025 and 2024
(in thousands of Canadian dollars, except share data or unless otherwise specified)

1. NATURE OF OPERATIONS

McCoy Global Inc. (“McCoy”, “McCoy Global” or the “Corporation”) is incorporated and domiciled in Canada and is a leading provider
of equipment and technologies designed to support tubular running operations, enhance wellbore integrity and assist with collecting
critical data for the global energy industry. McCoy Global’s core products are used predominantly during the well construction phase
for both land and offshore wells during both oil and gas exploration and development.

The Corporation is engaged in the following:

e design, production and distribution of capital equipment and technology to support tubular running operations, enhance
wellbore integrity and increase safety;

e design, production and distribution of aftermarket products and services such as technical support, consumables and
replacement parts that support its capital equipment sales;

e design, production and distribution of data collection technologies used in rugged applications for the global energy industry
as well as in construction, marine and aerospace;

® repair, maintenance and calibration of the Corporation’s capital equipment install base and similar competitor products; and
* rental of the Corporation’s equipment and technologies.

Set out below are McCoy'’s principal operations:

McCoy Global Canada Corp. Canada Canada 100%
McCoy Global FZE United Arab Emirates Eastern Hemisphere 100%
McCoy Global USA, Inc. United States United States, Central America & Latin America  100%

McCoy and its subsidiary companies are collectively referred to herein as the “Corporation.”

The address of the registered office of the Corporation is Livingston Place, 1000 - 250 2nd Street SW, Calgary, Alberta. The Corporation
is listed on the Toronto Stock Exchange (“TSX") under the symbol “MCB.”
2. STATEMENT OF COMPLIANCE

These consolidated financial statements have been prepared in accordance with IFRS Accounting Standards.

These consolidated financial statements were approved by the Board of Directors on March 5, 2026.

3. MATERIAL ACCOUNTING POLICIES

The material accounting policies used in the preparation of these consolidated financial statements are described below. These policies
have been consistently applied to all years presented unless otherwise stated herein.

a) BASIS OF PRESENTATION

The consolidated financial statements include the accounts of the Corporation and its wholly owned subsidiaries. Intercompany
transactions and balances are eliminated on consolidation.

The consolidated financial statements have been prepared mainly under the historical cost basis. Other measurement bases used
are described in the applicable notes. The consolidated financial statements are presented in Canadian dollars, rounded to the
nearest thousand, except when otherwise indicated. The Corporation’s Canadian operations have a functional currency of
Canadian dollars. The Corporation’s principal operations in the United States and the United Arab Emirates have a functional
currency of US dollars.

Page 13
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Presentation of the consolidated statements of financial position differentiates between current and non-current assets and
liabilities. The consolidated statements of earnings and comprehensive earnings are presented using the function classification for
expenditures.

BASIS OF CONSOLIDATION

Subsidiaries are those entities the Corporation controls. The Corporation controls an entity when it is exposed to, or has rights to,
variable returns from its involvement with the entity and has the ability to affect those returns through its power over the entity.
Subsidiaries are fully consolidated from the date on which control is obtained by the Corporation until the date control ceases.

The acquisition method of accounting is used to account for the acquisition of subsidiaries.
CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

The preparation of the Corporation’s consolidated financial statements requires management to make estimates and judgments
about the future that affect the application of accounting policies and the reported amounts of assets, liabilities and disclosures
of contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and
expenses during the period. If these estimates and judgments prove to be inaccurate, future earnings may be materially impacted.

Estimates and underlying assumptions are reviewed on an ongoing basis and revisions to estimates are recognized prospectively.
Actual results may differ from those estimates.

The areas involving a higher degree of judgment or estimation that are significant to the consolidated financial statements are as
follows:

(i) INVENTORIES

The Corporation records inventories at the lower of cost and net realizable value. Inventory write-downs, or reversals of
previous write-downs, are recorded each period as required and updated based on management’s judgment. Further
information regarding this judgment is described in note 3(g) and note 5.

(ii) TRADE AND OTHER RECEIVABLES

The Corporation records trade and other receivables at amortized cost. Write-downs for trade and other receivables are
recorded each period as required under the expected credit loss model and further updated based on management'’s
judgment. Further information regarding judgments is described in note 22(b).

(iii) PROVISIONS

Estimates and judgments are used in measuring and recognizing provisions and the Corporation’s exposure to contingent
liabilities. Judgment is necessary to determine the likelihood and estimated future outflow of resources that may be required
to settle any future or existing claims, onerous contracts or contingent obligations. Further information regarding these
estimates and judgments are described in note 3(I) and note 10.

(iv) INCOME TAXES

The Corporation operates in several tax jurisdictions and is required to estimate its income taxes in each of these tax
jurisdictions in preparing its consolidated financial statements. The calculation of income taxes requires the use of judgment.
Further information regarding the judgment used is described in note 3(n) and note 20.

Deferred tax assets are recognized for unused tax losses, tax credits and deductible temporary differences, to the extent that
it is probable that future taxable profits will be available against which they can be utilized. Judgment and estimation are
necessary to determine the likelihood and availability of future taxable profits against which tax losses and tax credits carried
forward can be used. Further information regarding this judgment is described in note 3(n) and note 13.

(v) IMPAIRMENT OF NON-FINANCIAL ASSETS

Long-lived assets include property, plant and equipment, intangible assets and goodwill. The carrying value of these assets
is periodically reviewed for impairment (goodwill and intangible assets under development at least annually) or whenever
events or changes in circumstances indicate that their carrying amounts may not be recoverable in accordance with the
accounting policy stated in note 3(k). Judgment is required in the aggregation of assets into Cash Generating Units (“CGUs").

Page 14
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The recoverable amounts of CGUs are determined based on the greater of fair value less cost to sell and value-in-use
calculations. These calculations require the use of estimates and judgments, including an estimation of the future cash flows
from the CGU or group of CGUs and judgment is required in determining the appropriate discount rate. In deriving the
underlying projected cash flows, assumptions must also be made about the impact of technology adoption, future drilling
activity, operating margins and market conditions over the useful life of the assets or CGUs. Although estimates are consistent
with current industry reports, internal planning and expected future operations, such estimations are subject to uncertainty
and judgment. Further information regarding the estimates and judgment used is described in note 8.

LEASES

Extension options are included in a number of property leases within the Corporation. In determining the lease term,
management considers all facts and circumstances that create an economic incentive to exercise an extension option.
Extension options are only included in the lease term if the lease is reasonably certain to be extended. Potential future cash
outflows have not been included in the lease liability because it is not reasonably certain that the leases will be extended.

The assessment is reviewed if a significant event or a significant change in circumstances occurs, which affects this assessment
and that is within the control of the lessee.

The Corporation makes estimates in determining the incremental borrowing rate used to measure the lease liability for each
lease contract. The incremental borrowing rate should reflect the interest that the Corporation would have to pay to borrow
at a similar term with similar security.

(vii) MULTIPLE-DELIVERABLE ARRANGEMENTS

The Corporation enters into arrangements that include both the sale of equipment and the provision of related services, such
as technical support and training associated with its smartProducts. Judgment is required in identifying the distinct
performance obligations within these arrangements and in allocating the transaction price to each component. Management
applies an allocation methodology that estimates the stand-alone selling price of the service component based on standard
service rates and expected service hours. This assessment requires judgment in estimating the nature and extent of services
to be provided and in determining whether the allocated amounts appropriately reflect the relative value of each
performance obligation. Changes in these estimates or judgments could impact the timing and amount of revenue recognized.
Further information regarding this judgment is described in note 3(p).

d) TRANSLATION OF FOREIGN CURRENCY

(i)

(i)

FOREIGN CURRENCY TRANSACTIONS

Monetary and non-monetary transactions denominated in foreign currencies are translated into the entity’s functional currency
at the exchange rate prevailing on the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are retranslated at the exchange rate prevailing at the reporting date. Foreign currency translation differences
are recognized in earnings or loss.

FOREIGN OPERATIONS

The assets and liabilities of foreign operations, including fair value adjustments arising on acquisition, are translated into
Canadian dollars at the exchange rates at the reporting date. The earnings and expenditures of foreign operations are
translated into Canadian dollars each month using the monthly average foreign exchange rate applicable for that month.
Currency translation differences, including those on monetary items that form part of a net investment in a foreign operation,
are recognized in other comprehensive income (“OCI”) as a translation gain or loss on foreign operations, and may be
subsequently reclassified to earnings or loss on disposal of a foreign operation.

FINANCIAL INSTRUMENTS

Financial assets and liabilities are recognized when the Corporation becomes a party to the contractual provisions of the
instrument. Financial assets are derecognized when the rights to receive cash flows from the assets have expired or have been

transferred and the Corporation has transferred substantially all risks and rewards of ownership. Financial liabilities are
derecognized when the contractual obligation has been discharged, cancelled or expired.

At initial recognition, non-derivative financial instruments are measured at fair value and are classified as either amortized cost or
fair value through profit or loss.
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The Corporation has designated its non-derivative financial instruments as follows:

Cash and cash equivalents Amortized cost
Trade and other receivables Amortized cost
Trade and other payables, other than cash-settled share-based compensation Amortized cost
Trade and other payables, cash-settled share-based compensation Fair Value
Dividends payable Amortized cost

Financial instruments at amortized cost are initially recognized at the amount expected to be received, less, when material, a
discount to reduce the loans and receivables to fair value. Subsequently, these instruments are measured at amortized cost using
the effective interest method less a provision for impairment.

CASH AND CASH EQUIVALENTS

Cash is cash on hand and demand deposits. Cash equivalents are shortterm, highly liquid investments that are readily convertible
to known amounts of cash and which are subject to insignificant risk of changes in value. Investments normally only qualify as cash
equivalent if they have a short maturity of three months or less from the date of acquisition.

INVENTORIES

Raw materials, work-in-progress and finished goods inventories are recorded at the lower of cost, as determined on a weighted
average cost basis, and net realizable value.

Net realizable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion and
selling expenses. The cost of work-in-progress and finished goods and manufactured production parts inventories includes raw
materials, direct labour and an estimated share of production overheads based on normal operating capacity. If the carrying
value exceeds net realizable value, a write-down is recognized. When the circumstances that previously caused inventories to be
written down below cost no longer exist or when there is clear evidence of an increase in net realizable value because of changed
economic circumstances, the amount of the write-down is reversed. The maximum reversal of any amount is the original write-
down, so that the new carrying amount is the lower of cost and the revised net realizable value.

Finished goods consist of parts and equipment inventories that are available for sale to external parties. Certain parts, classified
as finished goods, may also be used in the production of other finished goods.

PROPERTY, PLANT AND EQUIPMENT
(i) RECOGNITION AND MEASUREMENT

Items of property, plant and equipment (“PP&E") are measured at cost less accumulated depreciation and any accumulated
impairment losses.

Cost includes expenditures that are directly attributable to the acquisition of the asset. The cost of self-constructed assets
includes the cost of materials and direct labour, any other costs directly attributable to bring the assets to a working condition
for their intended use, the costs of dismantling and removing the items and restoring the site on which they are located.

When parts of an item of PP&E have different useful lives, they are accounted for as separate major components of PP&E.

Gains and losses on disposals of PP&E are determined by comparing the proceeds with the carrying amount of the asset
and are included as part of other gains and losses in earnings.

(ii) SUBSEQUENT COSTS

Costs incurred subsequent to an asset being put into use are included in the asset’s carrying amount or recognized as a
separate asset, as appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Corporation and the cost can be measured reliably. The carrying amount of a replaced asset is derecognized when
replaced. Repairs and maintenance costs are charged to earnings or loss as incurred.

(iii) DEPRECIATION
PP&E is depreciated on a straight-line basis over the period of their expected useful lives as follows:
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Machinery and office equipment 3 - 15 years
Rental equipment 4 - 8 years
Computer equipment 1 - 3 years
Right-of-use assets Lesser of the term of related lease and asset useful life
Leasehold improvements Lesser of the term of related lease and asset useful life

Depreciation is not recognized on assets under construction until such time that they are ready for their intended use.

i) INTANGIBLE ASSETS

(i)

(i)

INTERNALLY GENERATED INTANGIBLE ASSETS
Expenditures on research are recognized as an expense as incurred.

Costs incurred on product development are capitalized as intangible assets when it is probable the development will provide
economic benefits, considering its commercial and technical feasibility, the resources available for development and that
costs can be measured reliably. The expenditures capitalized includes the cost of materials, direct labour and overhead costs
that are directly attributable to the asset in order for it to be capable of operating in the manner intended by management.
Subsequent to initial recognition, development expenditures are measured at cost less accumulated amortization and any
accumulated impairment losses.

The Corporation has incurred costs associated with the purchase and development of computer software. Computer software
is initially recorded at cost, including directly attributable expenditures that are necessary to prepare the software for its
intended use. Costs associated with maintaining computer software are recognized as an expense as incurred. Subsequent
to initial recognition, software development expenditures are measured at cost less accumulated amortization and any
accumulated impairment losses.

AMORTIZATION

Intangible assets with finite lives are amortized on a straight-line basis over the period of their expected useful lives as follows:
Acquired intellectual property 7 years
Internally generated intellectual property 3 - 5years
Software and internally generated software 1 - 5years

Amortization is not recognized on assets under development until such time that they are ready for their intended use.

j) GOODWILL

Goodwill reflects the excess of the consideration transferred, amount of non-controlling interest in the acquired entity, and
the acquisition date fair value of any prior equity interest in the acquired entity over the fair value of the net identified assets
acquired.

Goodwill is not amortized but is assessed for impairment at least annually or when events and circumstances indicate that
the carrying value may not be recoverable as described in note 3(k).

k) IMPAIRMENT

(i)

FINANCIAL ASSETS

The Corporation applies the IFRS 9 simplified approach to measuring expected credit losses, which uses a lifetime expected
credit loss allowance for all trade and other receivables. To measure the expected credit losses, trade and other receivables
have been grouped based on shared credit risk characteristics and the days past due. The carrying amount of the asset is
reduced by this amount, either directly or indirectly, through the use of an allowance account.

Impairment losses on financial assets carried at amortized cost are reversed in subsequent periods if the amount of the loss
decreases and the decrease can be related objectively to an event occurring after the impairment was recognized.
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(ii) NON-FINANCIAL ASSETS

The carrying values of non-financial assets, such as PP&E and intangible assets with finite useful lives, are tested for impairment
when events or changes in circumstances indicate the carrying amount may not be recoverable. If any such indication exists,
the recoverable amount of the asset is determined. Goodwill and intangible assets with indefinite useful lives or under
development are tested for impairment at least annually.

For impairment testing, assets are grouped together into CGUs, defined as the smallest group of assets that generates cash
inflows from continuing use that are largely independent of the cash inflows of other assets. Corporate assets are allocated
to CGUs on a reasonable and consistent basis, where possible.

The recoverable amount of an asset or CGU is the greater of its fair value less costs to sell and value in use. Value in use is
based on the estimated future cash flows, discounted to their present value using an aftertax discount rate that reflects
current market assessments of the time value of money and the risks specific to the assets or CGU.

An impairment loss is recognized in earnings for the amount by which the asset’'s or CGU’s carrying amount exceeds its
recoverable amount. An impairment loss is reversed if there has been a change in the estimates used to determine the
recoverable amount. Impairments of goodwill are never reversed. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or
amortization, if no impairment loss had been recognized.

PROVISIONS

Provisions are recognized when the Corporation has a present legal or constructive obligation as a result of past events, it is more
likely than not that an outflow of resources will be required to settle the obligation and the amount can be reliably estimated. The
timing or amount of the outflow may still be uncertain.

Provisions are measured at management’s best estimate of the expenditure required to settle the obligation at the end of the
reporting period. Each obligation is discounted to present value using the expected future cash flows at a rate that reflects current
market assessments of the time value of money and the risks specific to the liability.

LEASES

At inception of a contract, the Corporation assesses whether a contract is, or contains, a lease. A contract is, or contains, a lease
if the contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration. To
assess whether a contract conveys the right to control the use of an identified asset, the Corporation uses the definition of a lease
in IFRS 16.

e Asalessee

The Corporation recognizes a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset
is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments made
at or before the commencement date, plus any initial direct costs incurred and an estimate of costs to dismantle and remove
the underlying asset or to restore the underlying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the end of
the lease term, unless the lease transfers ownership of the underlying asset to the Corporation by the end of the lease term
or the cost of the right-of-use asset reflects that the Corporation will exercise a purchase option. In addition, the right-of-use
asset is periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

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 Corporation’s
incremental borrowing rate. The Corporation determines its incremental borrowing rate by obtaining interest rates from
various external financing sources and makes certain adjustments to reflect the terms of the lease and type of the asset
leased.

The Corporation has elected not to recognize right-of-use assets and lease liabilities for shortterm leases, including IT
equipment. The Corporation recognizes the lease payments associated with these leases as an expense on a straight-line
basis over the lease term.
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e Asalessor

When the Corporation acts as a lessor, it determines at lease inception whether each lease is a finance lease or an operating
lease.

To classify each lease, the Corporation makes an overall assessment of whether the lease transfers substantially all of the
risks and rewards incidental to ownership of the underlying asset. As part of this assessment, the Corporation considers
certain indicators such as whether the lease is for the major part of the economic life of the asset.

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made by customers under operating leases (net of any incentives received from the lessor) are
charged to earnings on a straight-line basis over the period of the lease.

Leases in which substantially all the risks and rewards of ownership have transferred to the Corporation’s customers are
classified as finance leases.

Each lease payment is allocated between revenue and finance income to achieve a constant rate on the finance lease
balance outstanding. The corresponding rental receivables, net of finance charges, are included in other receivables on the
consolidated statements of financial position. The interest element of the finance income is charged to earnings or loss over
the lease period to produce a constant periodic rate of interest on the remaining balance of the liability for each period.

INCOME TAXES

Income tax expense comprises current and deferred taxes. Current and deferred taxes are normally recognized in earnings or
loss except to the extent that they relate to a business combination, or items recognized directly in equity or in OCI.

Current tax is the expected tax payable or receivable on the taxable income for the period, using the tax rates enacted, or
substantively enacted, at the end of the reporting period and any adjustment to tax payable in respect of previous years. Current
tax assets and liabilities are offset when they relate to taxes levied by the same tax authority on the same taxable entity and there
is a legally enforceable right to offset the current tax assets and liabilities.

Deferred tax is recognized in respect of temporary differences arising between the tax bases of assets and liabilities and their
carrying amounts in the consolidated financial statements. Deferred tax assets and liabilities are determined on a non-discounted
basis using tax rates and laws that have been enacted or substantively enacted at the consolidated statements of financial position
dates and are expected to apply when the deferred tax asset or liability is settled. Deferred tax assets are recognized to the
extent that it is probable that the assets can be recovered. Deferred tax assets and liabilities are presented as non-current.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets and
they relate to taxes levied by the same tax authority on the same taxable entity.

SHARE-BASED COMPENSATION
(i) EQUITY SETTLED SHARE-BASED COMPENSATION

The Corporation grants share options to certain employees, which are equity settled. Each tranche in an award is considered
a separate award with its own vesting period and grant date fair value. Fair value of each tranche is measured at the date
of grant using the Black-Scholes option pricing model. Compensation expense is recognized as an employee expense over
the tranche’s vesting period based on the number of awards expected to vest, by increasing contributed surplus. The number
of awards expected to vest is reviewed at each Statement of Financial Position date, with any impact recognized immediately.

(ii) CASH SETTLED SHARE-BASED COMPENSATION

The Corporation grants deferred share units (“DSUs”) to certain directors of the Corporation, which are cash settled. Fair
value is measured at the date of grant using the share price at the date of issuance. Compensation expense is recognized
over the vesting period based on the number of awards expected to vest, by increasing or decreasing liabilities. The number
of awards expected to vest is reviewed at each Statement of Financial Position date, with any impact recognized immediately.
The fair value of the liability is remeasured on each consolidated statement of financial position date and settlement date,
with any changes in fair value recognized in earnings or loss.

The Corporation grants director performance share units (“DPSUs”) to certain directors of the Corporation, which are cash
settled. Fair value is measured at the date of grant and at each subsequent reporting period using a Monte Carlo share
pricing simulation. Compensation expense is recognized over the vesting period based on the number of awards expected

Page 19

TSX:MCB
www.mccoyglobal.com



G

QY

L

to vest, by increasing or decreasing the associated liability. The number of awards expected to vest is reviewed at each
reporting period, with any impact recognized immediately. The fair value of the liability is remeasured on each consolidated
statement of financial position date and settlement date, with any changes in fair value recognized in earnings or loss.

The Corporation grants restricted shares under the terms of its restricted share plan (“RSP”) to certain employees of the
Corporation, which are cash settled. Fair value is measured at the date of grant using the share price at the date of issuance.
Compensation expense is recognized over the vesting period based on the number of awards expected to vest, by increasing
or decreasing liabilities. The number of awards expected to vest is reviewed at each Statement of Financial Position date,
with any impact recognized immediately. The fair value of the liability is remeasured on each consolidated statement of
financial position date and settlement date, with any changes in fair value recognized in earnings or loss.

The Corporation grants performance share units (“PSUs”) under the terms of its performance share unit plan to certain
employees, which are cash settled. Per the terms of the plan, the share units vest in equal annual tranches over a three-year
period. On the vesting date, a performance multiplier is applied to each award dependant on achieving certain financial
performance targets set by the Board of Directors for the service year to which the award pertains. Fair value is measured at
the date of grant using the share price at the date of issuance and applying the relevant expected performance multiplier
based on any underlying assumptions and forecasts which impacts the number of awards expected to vest. Compensation
expense is recognized over the vesting period based on the number of awards expected to vest, by increasing or decreasing
liabilities. The number of awards expected to vest, considering the other than market vesting condition performance condition
is reviewed at each Statement of Financial Position date, with any impact recognized immediately. The fair value of the
liability is remeasured on each consolidated statement of financial position date and settlement date, with any changes in
fair value or forecasts and underlying assumptions that would impact the performance multiplier recognized in earnings or
loss.

p) REVENUE

(i)

(i)

SALE OF PRODUCTS

The Corporation’s products are sold based on purchase orders or contracts with customers that include fixed or determinable
prices and do not generally include a right of return or other significant post-delivery obligations. Revenue from product sales
is recognized at a point in time when a performance obligation has been satisfied by transferring control of promised goods
to the customer, which is typically at the point of shipment. In limited circumstances, revenue may be recognized on a
bill-and-hold basis when control of the goods has transferred to the customer but physical delivery is deferred at the customer’s
request. In such cases, revenue is recognized only when all criteria for bill-and-hold arrangements under IFRS 15 have been
met.

Revenue is recognized net of any taxes collected from customers, which are subsequently remitted to governmental
authorities. Payment terms and conditions vary, but contracts generally do not include a significant financing component. In
limited situations where a significant financing component is present, the transaction price is adjusted to reflect the time value
of money, and the Corporation accounts for the financing component in accordance with IFRS 15 by recognizing interest
income or expense over the financing period.

Provisions for estimated warranty costs are made at the time the related revenue is recognized.

Miscellaneous charges invoiced to customers such as those for freight and crating are recorded on a net basis against the
costs incurred within the cost of sales line item on the consolidated statements of earnings and comprehensive earnings as
the Corporation acts in an agent role for these activities.

RENDERING OF SERVICES

Revenues from repair, maintenance and calibration services are recognized over time as the services are rendered. Rates
for services are typically priced on a per man-hour or similar basis.

(iii) RENTAL

Revenues from equipment rentals are recognized when there is a written arrangement in the form of a contract or purchase
order with the customer, a fixed or determinable sales price is established with the customer, performance requirements are
achieved and when recovery of the consideration is probable. Equipment rental revenue is recognized as performance
requirements are achieved in accordance with the terms of the relevant agreement with the customer.
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4. CHANGES IN ACCOUNTING PoLICIES AND FUTURE ACCOUNTING PRONOUNCEMENTS

The Corporation adopted the following accounting standards and amendments that were effective for annual financial statements
commencing January 1, 2025. These changes did not have a material impact on the financial results of the Corporation are not expected
to have a material impact in the future:

* Amendments to IAS 21 Lack of Exchangeability: providing guidance about the determination of the exchange rate and disclosure
when a currency is not exchangeable.

New standards, interpretations, or amendments that have been issued, or are not yet effective, have not been further described or
early adopted, where no material impact is expected on the Corporation’s financial statements.

The ‘International Accounting Standards Board’ (IASB) has issued the following new standards and amendments to existing standards
that will be come effective in future years:

® Amendments to IFRS 9 and IFRS 7 Classification and Measurement of Financial Instruments: amendments include clarifying
requirements over the date of recognition and derecognition of some financial assets and liabilities; clarifying and adding
further guidance on whether a financial asset meets the solely payments of principal and interest criterion; adding new
disclosures for certain instruments with contractual terms that can change cash flows; and updating the disclosures for equity
instruments designated at fair value through other comprehensive income. The Corporation does not anticipate that these
amendments will have a material effect on the consolidated financial statements.

® Introduction to IFRS 18 Presentation and Disclosure in Financial Statements: specifying new presentation requirements for
subtotals and totals within the Consolidated Statement of Earnings and Comprehensive Earnings. IFRS 18 replaces IAS 1 and
introduces expanded requirements for how financial information is presented and disclosed. The standard adds new subtotals,
categories for income and expenses, and mandates disclosure of management-defined performance measures. It also
enhances rules around aggregation and disaggregation. Adoption is retrospective, and the Corporation is currently assessing
system changes, preparing draft disclosures, and planning comparative restatements ahead of the 2027 effective date.

These amendments to IFRS 9 and IFRS 7are effective for annual periods beginning on or after January 1, 2026. IFRS 18 is effective for
annual periods beginning on or after January 1, 2027. The Corporation is currently assessing the impact of IFRS 18 on its consolidated
financial statements. There are no other standards or amendments or interpretations to existing standards issued but not yet effective
which are expected to have a material impact on the financial statements.

5. INVENTORIES

As at
$ $ $ $ $ $
Raw materials 1,161 (169) 992 1,704 (269) 1,435
Work-in-progress 5,053 - 5,053 4,269 - 4,269
Parts to be used in production 17,382 (1,660) 15,722 17,079 (1,737) 15,342
Production inventory 23,596 (1,829) 21,767 23,052 (2,006) 21,046
Capital equipment available for sale 5,509 (295) 5,214 3,836 (278) 3,558
Parts and accessories available for sale 19,080 (2,329) 16,751 18,247 (2,582) 15,665
47,185 (4,453) 43,732 45,135 (4,866) 40,269

Production inventories are purchased or produced for use in the production of finished goods. Finished goods available for sale consist
of capital equipment and parts and accessories inventories that are available for sale to external parties.

Included in cost of sales for the year ended December 31, 2025, is a net write-down of $573 (2024 - $237). A write-down is taken if
management determines that the carrying value of the inventory item(s) exceed net realizable value. When the circumstances that
previously caused inventories to be written down below cost no longer exist or when there is clear evidence of an increase in net
realizable value because of changed economic circumstances, the amount of the write-down is reversed. The maximum amount of any
reversal is the original write-down, such that the new carrying amount is the lower of cost or the revised net realizable value.
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The net realizable value of capital equipment included in inventories is assessed on an individual product basis considering current
market prices for the equipment and management’s assessment of forecasted demand. For the year ended December 31, 2025, this
resulted in a write-down of $30 (2024 - $48).

All other items in inventory are assessed for obsolescence at a distinct part level. The estimated net realizable value of these items is
determined using a formulaic approach, providing for items that have not been sold or utilized in production in the 24 months previous
to the consolidated statements of financial position date. This resulted in a write-down of $543 (2024 - $35). In addition, management
also utilized judgement in assessing recoveries for inventory items that had previously been provided for and for which some quantity
had subsequently been utilized or sold. For these items, management evaluated the quantity of usage or sales at the distinct part level
in comparison to the total quantity on hand.

During the year ended December 31, 2025, the Corporation disposed of $730 of inventory that had been identified as excess and
obsolete and provided for in previous years (2024 - $984).
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6. PROPERTY, PLANT AND EQUIPMENT

$ $ $ $ $
Cost
At January 1, 2024 8,491 9,559 6,243 2,178 26,471
Additions 574 - 510 121 1,205
Transfers from inventory - 1,269 - - 1,269
Disposals and retirements (683) 19) (801) (312) (1,815)
Foreign exchange 734 903 485 170 2,292
At December 31, 2024 9,116 11,712 6,437 2,157 29,422
Additions 2,173 - 1,141 184 3,498
Transfers from inventory - 1,835 - - 1,835
Disposals and retirements (457) - - - (457)
Foreign exchange (464) (592) (320) (107) (1,483)
At December 31, 2025 10,368 12,955 7,258 2,234 32,815
Accumulated
depreciation
At January 1, 2024 7,263 4,386 3,751 1,748 17,148
Depreciation 254 1,240 810 78 2,382
Disposals and retirements (683) 19) (801) (312) (1,815)
Foreign exchange 608 447 302 132 1,489
At December 31, 2024 7,442 6,054 4,062 1,646 19,204
Depreciation 411 1,451 1,208 91 3,161
Disposals and retirements (457) - - - (457)
Foreign exchange (350) (315) (212) (79) (956)
December 31, 2025 7,046 7,190 5,058 1,658 20,952
Carrying amount
At December 31, 2024 1,674 5,658 2,375 511 10,218
At December 31, 2025 3,522 5,765 2,200 576 11,863

During the year ended December 31, 2025, depreciation included in cost of sales amounted to $3,060 (2024 - $2,240) and depreciation
in general and administration amounted to $101 (2024 - $142).

As at December 31, 2025, the gross cost carrying amount of fully depreciated Property, Plant and Equipment still in use was $11,154

(2024 - $11,020).

Additions to the rental fleet during 2025 and 2024 were comprised of equipment capitalized from inventory.
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7. INTANGIBLE ASSETS

$ $ $ $
Cost
At January 1, 2024 7,425 2,583 2,848 12,856
Additions 1,371 - 120 1,491
Foreign exchange 722 226 1 949
At December 31, 2024 9,518 2,809 2,969 15,296
Additions 2,521 - 32 2,553
Foreign exchange (500) (133) (1) (634)
At December 31, 2025 11,539 2,676 3,000 17,215
Accumulated amortization
At January 1, 2024 3,145 1,569 2,831 7,545
Amortization 1,521 382 19 1,922
Foreign exchange 354 156 - 510
At December 31, 2024 5,020 2,107 2,850 9,977
Amortization 1,477 390 35 1,902
Foreign exchange (267) (108) - (375)
At December 31, 2025 6,230 2,389 2,885 11,504
Carrying amounts
At December 31, 2024 4,498 702 119 5,319
At December 31, 2025 5,309 287 115 5,711

As at December 31, 2025, internally generated intellectual property that was under development and not amortized amounted to
$1,140 (2024 - $96).

During the year ended December 31, 2025, amortization included in cost of sales amounted to $1,869 (2024 - $1,904) and amortization
in general and administration amounted to $33 (2024 - $18).

When it is determined that the cost and accumulated amortization of assets have no remaining economic lives and are no longer in
use, they are retired. As at December 31, 2025, the gross carrying amount of fully amortized intangible assets still in use was $5,180
(2024 - $5,236).

The remaining amortization period of the finite life intangible assets is as follows:

Internally generated intellectual property 1 -5 years 2 - 5 years
Acquired intellectual property 1 year 2 years
Software 1 - 4 years 1 - 4 years

8. IMPAIRMENT OF NON-FINANCIAL ASSETS

Goodwill and intangible assets under development are tested for impairment annually at December 31. The carrying amount of
goodwill, and intangible assets under development are included in the Corporation’s sole CGU and the recoverable amount of this
CGU was determined based on its value in use, by discounting estimated future cash flows expected to be generated. The determination
of the recoverable amount of the CGU uses projections over a five-year (2024 - three-year) period based on financial budgets approved
by management and reviewed by the Corporation’s Board of Directors. Cash flows beyond the five-year (2024 - three-year) period are
extrapolated using an estimated growth rate.
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Key assumptions used for the value in use calculations over the five-year (2024 - three-year) financial forecast include:

Average revenue growth 15.4% 18.4%
Average gross profit percentage 41.6% 34.8%
After-tax discount rate 15.4% 16.9%

Management has determined the values assigned to each of the above key assumptions as follows:

® Revenue cash flows: Estimated cash flows are based on actual and forecasted orders which are projected for future periods
based on management’s expectations on new technology adoption, forecasted North American and international rig and well
counts, and past performance.

e  Gross profit percentage: Based on past performance and management’s expectations for the future.

e  Aftertax discount rate: Estimated weighted average cost of capital that reflects the specific risks relating to the Corporation and
locations in which it operates.

On completion of the impairment assessment, it was determined that no impairment was to be recognized as the recoverable amount
significantly exceeded the carrying value of the Corporation’s non-financial assets. No reasonably possible change to the key
assumptions on which management has based its determination of the sole CGUs recoverable amount would cause the carrying
amount to exceed its recoverable amount.

9. TRADE AND OTHER PAYABLES

Note
$ $
Trade payables 10,118 11,475
Accrued liabilities and other payables 3,260 5,409
Cash settled share-based compensation - DSU 15(b) 1,432 1,308
Cash settled share-based compensation - DPSU 15(b) 941 1,020
Cash settled share-based compensation - RSP 15(b) 199 187
Cash settled share-based compensation - PSU 15(b) 239 336
16,189 19,735
10. PROVISIONS
$ $
Warranty provision at January 1 543 745
Provisions made during the year 1,114 555
Change in estimate - (546)
Provisions utilized during the year (976) (279)
Foreign exchange (24) 68
Warranty provision at December 31 657 543

The warranty provision relates to the expected cost of meeting warranty obligations. Judgment related to the provisions is based on
estimates of the warranty required for newly developed products versus established products, historical data and other known
information for products sold on or before the reporting date.
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11. BORROWINGS

Changes in liabilities for which cash flows have been classified as financing activities in the consolidated statements of cash flows are
as follows:

$
Balances at January 1, 2024 -
Proceeds of borrowings -
Repayments of borrowings -
Balances at December 31, 2024 -
Proceeds of borrowings 5,341
Repayments of borrowings (5,293)
Foreign exchange adjustment (48)

Balances at December 31, 2025 =

Current, net of deferred charges -

Non-current, net of deferred charges -

The Corporation holds a revolving demand facility with a Canadian chartered bank. As at December 31, 2025, the amount available
under the revolving demand facility was $5,360, with $123 committed to letters of credit (December 31, 2024 - $7,914, with $nil committed
to letters of credit). The balance available was calculated as the lessor of $5,482; and the total of 75% of eligible US and Canadian
accounts receivables, net of customer deposits, aged less than 90 days, and 50% of raw materials and finished goods inventory, net of
30 days accounts payable to a maximum of $2,741 (US$2.0 million).

12. LEASE LIABILITIES

The Corporation recognizes lease liabilities in relation to contractual lease payments, measured at the present value of the remaining
lease payments, discounted using the Corporation’s incremental borrowing rate.

Note
$ $
Lease liability as at January 1 3,983 4,312
Finance charges on lease liabilities 18 338 354
Additions to lease liabilities 1,103 510
Principal elements of lease payments (1,697) (1,165)
Payment of finance charges on lease liabilities (338) (354)
Foreign exchange (172) 326
Lease liability as at December 31 3,217 3,983
Current 1,810 1,466
Non-current 1,407 2,517
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13. DEFERRED TAXES
a) RECOGNIZED DEFERRED TAX ASSETS AND LIABILITIES

The income tax effects of temporary differences that give rise to significant portions of the deferred tax assets and liabilities are
presented below:

$ $ $ $ $ $
PP&E 242 (1,283) (1,041) - (1,081) (1,081)
Intangible assets - (914) (914) - (620) (620)
Inventories 1,735 - 1,735 1,865 - 1,865
Lease liabilities 502 - 502 767 - 767
Provisions 138 - 138 114 - 114
Interest carry forwards 1,342 - 1,342 834 - 834
Carry forward tax losses 3 - 3 - - -
Deferred tax assets 3,962 (2,197) 1,765 3,580 (1,701) 1,879
Set off of deferred tax liabilities (2,197) 2,197 - (1,701) 1,701 -
Net deferred tax assets 1,765 - 1,765 1,879 - 1,879

With respect to deferred tax assets and liabilities presented above, $1,162 of the deferred tax assets (2024 - $1,288) are expected
to reverse within the next twelve months.

Estimates and judgments are used in evaluating the recognition of deferred tax assets. Judgment and estimation are necessary
to determine the likelihood and availability of future taxable profits against which tax losses and tax credits carried forward can
be used. Furthermore, the Corporation operates in several tax jurisdictions and is required to estimate its income taxes in each of
these tax jurisdictions.

The determination of the future taxable profits against which tax losses and tax credits carried forward can be utilized uses
projections over a three-year period based on financial budgets approved by management and reviewed by the Corporation’s
Board of Directors, consistent with those described in note (8).

In addition to the key assumptions described in note (8), key assumptions used in order to estimate future taxable profits in each
of the tax jurisdictions the Corporation operates, include:

®  Productline revenue mix: Based on management’s expectations on new technology adoption, forecasted North American
and international rig and well counts, and past performance.

®  Geographic revenue mix: Based on management’s expectations on new technology adoption, forecasted North American
and international rig and well counts, and past performance.

No reasonably possible change to the key assumptions would have a material impact on the determination of the deferred tax
asset.
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UNRECOGNIZED DEFERRED TAX ASSETS

Deferred tax assets have not been recognized in respect of the following items:

$ $

Deductible temporary differences 2,013 1,864
Tax losses 1,760 2,014
3,773 3,878

Based on management’s current estimates of future taxable earnings for the applicable tax jurisdiction, the recoverability of these
items is indeterminable and as such, deferred tax assets have not been recognized in respect of these amounts.

TAX LOSSES CARRIED FORWARD

Unrecognized deferred tax assets derived from tax losses expire as follows:

s $ S S

2037 1,633 377 2,496 575
2038 266 61 266 61
2039 2,417 556 2,417 556
2040 1,753 403 1,929 444
2041 753 173 753 173
2042 828 190 889 205
7,650 1,760 8,750 2,014

Deferred tax assets have not been recognized in respect of capital losses of $24,249 (2024 - $24,340) as it is not probable that
future taxable capital gains will be available against which the Corporation can utilize the benefits of these losses. These losses
do not expire.

14. SHAREHOLDERS' EQUITY

a)

b)

SHARE CAPITAL

AUTHORIZED

(i)  Unlimited number of common, voting shares

(i) Unlimited number of preferred, non-voting shares
REPURCHASE OF COMMON SHARES

On August 20, 2024, the Corporation announced a normal course issuer bid (“NCIB”). Under the NCIB, the Corporation was entitled
to purchase, for cancellation, up to a maximum of 1,594,179 common shares, equal to ten percent of the public float of 15,941,790
common shares as at August 20, 2024. The Corporation was also limited under the NCIB to purchasing no more than 11,526
common shares on any given day, subject to the block purchase exemption under the TSX rules. The period of the NCIB extended
from August 22, 2024 to August 21, 2025. On March 24, 2025, the Corporation established an automatic share purchase plan
(ASPP) with its broker to facilitate repurchases of common shares under the NCIB. Under the terms of the ASPP, the Corporation’s
broker was permitted to make purchases at its sole discretion based on parameters set by the Corporation in accordance with
TSX rules, applicable securities law and the terms of the ASPP, during periods when the Corporation would ordinarily not be
permitted to make purchases, whether due to regulatory restriction or customary self-imposed blackout periods. Outside of such
periods, common shares could be purchased based on management’s discretion, in compliance with TSX rules and applicable
securities law.
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On August 20, 2025, the Corporation renewed the NCIB and ASPP. Under the renewed NCIB, the Corporation is entitled to purchase,
for cancellation, up to a maximum of 2,537,833 common shares, equal to ten percent of the public float of 25,378,332 common
shares as at August 19, 2025. The Corporation is also limited under the NCIB to purchasing no more than 22,415 common shares
on any given day, subject to the block purchase exemption under the TSX rules. The period of the NCIB will extend from August
22, 2025 to August 21, 2026, or an earlier date should the Corporation complete its purchase.

During the year ended December 31, 2025, the Corporation purchased 518,500 common shares pursuant to its NCIB at a weighted
average price of $2.67 for a total consideration of $1,384. During the year ended December 31, 2024, the Corporation did not
repurchase any common shares pursuant to its NCIBs.

c) DIVIDENDS
$ $
March 31, 2024 April 15, 2024 539 0.020
June 30, 2024 July 15, 2024 543 0.020
September 30, 2024 October 15, 2024 544 0.020
December 31, 2024 January 15, 2025 545 0.020
March 31, 2025 April 15, 2025 672 0.025
June 30, 2025 July 15, 2025 669 0.025
September 30, 2025 October 15, 2025 670 0.025
December 31, 2025 January 15, 2026 670 0.025

Subsequent to December 31, 2025, the Corporation paused its quarterly dividend in response to emerging logistics disruptions
and uncertainty resulting from the conflict in the Middle East. This action was taken to preserve liquidity and maintain short-term
financial flexibility.

15. SHARE-BASED COMPENSATION
a) EQUITY SETTLED SHARE-BASED COMPENSATION

The Corporation’s share option plan for employees is administered by the Human Resources, Compensation & Governance
Committee, which is a subcommittee of the Board of Directors. The Human Resources, Compensation & Governance Committee
designates eligible participants to be included under the plan and designates the number of options and share price of the
options, subject to applicable securities laws and stock exchange regulations.

The aggregate number of common shares issuable under the plan can be no greater than 10% of the common shares issued and
outstanding from time to time on a non-diluted basis when combined with shares issued under the restricted share plan as
described below. In addition, no more than 5% of outstanding shares may be reserved for options granted to any one person and
no more than 10% of outstanding shares may be reserved for options granted to insiders. The maximum term of options granted
under the plan is ten years. Per the terms of the plan, the options vest evenly over no less than a five-year vesting period. The
exercise price of options is determined by the Board of Directors, but cannot be lower than the market price of shares on the last
trading day preceding the grant date.
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The following reflects activity under the employee share option plan:

2025 2024
Weighted Weighted
Number of average Number of average
options exercise price options exercise price
# $ # $
Outstanding, January 1 1,708,068 1.69 1,435,000 1.59
Granted 558,306 3.26 330,510 1.98
Forfeited (200,000) 3.74 (17,442) 1.97
Exercised (100,470) 2.41 (40,000) 0.65
Outstanding, December 31 1,965,904 1.94 1,708,068 1.69
Exercisable, December 31 1,157,160 1.29 1,393,000 1.62

The following weighted-average assumptions were used in the Black-Scholes calculations for the share options during the years

ended 31:
Share price $3.26 $1.98
Exercise price $3.26 $1.98
Expected volatility 59.2% 63.5%
Risk-free interest rate 3.2% 4.5%
Annual dividend rate 3.0% 4.0%
Expected life of options in years 10.0 10.0

Options with the following exercise price ranges were outstanding as at December 31:

Weighted Weighted

average average

Options remaining Options remaining

Exercise price range outstanding contractual life outstanding contractual life
# years # Years

< $1 485,000 3.95 525,000 4.95
$11t0 $2 633,950 2.98 664,420 3.98
$2 to $3 288,648 4.56 318,648 5.23
$3 to $4 558,306 9.36 200,000 0.21
1,965,904 5.26 1,708,068 4.07

b) CASH SETTLED SHARE-BASED COMPENSATION
DEFERRED SHARE UNITS (DSU)

The Corporation has a DSU plan for Directors of the Corporation who are designated as participants by the Human Resources,
Compensation & Governance Committee. The DSU plan has two components: an “appointment grant” and a “continuous grant.”
The appointment grant is provided to each newly appointed Director. The appointment grant fully vests on the third anniversary
of the grant date. The continuous grant provides for an annual issue of DSUs to eligible Directors. One-third of the continuous grant
vests annually on the anniversary of the grant date. The DSUs can only be exercised on exiting from the Board of Directors.

On exiting from the Board of Directors, the DSUs are redeemed for cash based on the market price of any vested DSUs at the
time of exit. The liability relating to the units accumulated under this plan has been included in trade and other payables on the
consolidated statements of financial position as disclosed in note 9.
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# #
Outstanding, as at January 1 494,358 481,248
Granted - 13,110
Forfeited - -
Exercised - -
Outstanding, as at December 31 494,358 494,358
Vested, as at December 31 478,788 405,456

DIRECTOR PERFORMANCE SHARE UNITS (DPSU)

The Corporation has a DPSU plan for Directors of the Corporation who are designated as participants by the Human Resources,
Compensation & Governance Committee. The outstanding DPSUs vest, as defined by IFRS Accounting Standards, in equal annual
tranches over a three-year total vesting period and fully vested on December 31, 2025.

The following reflects activity under the DPSU plan:

# #
Outstanding, as at January 1 160,000 160,000
Granted - -
Exercised - -
Outstanding, as at December 31 160,000 160,000

As at December 31, 2025, 160,000 DPSU awards are fully vested (2024 - 106,667).

On December 31, 2025, a payout multiplier is applied to each award, dependent on the market value of the Corporation’s common
shares on the vesting date:

Less than or equal to $2.00 per share Ox -

$2.01 to $3.00 per share 2x $643 to $960
$3.01 to $4.00 per share 3x $1,445 to $1,920
$4.01 or greater per share 4x $2,566 or greater

For 2025, the liability relating to the units accumulated under this plan, is valued at the share price on December 31, 2025 multiplied
by a payout multiplier of 2x (2024 - valued using a Monte Carlo Share Price simulation, accreted over the awards vesting period).
The liability is included in trade and other payables on the consolidated statements of financial position as disclosed in note 9.

RESTRICTED SHARE PLAN (RSP)

The Corporation has an RSP for employees of the Corporation who are designated as participants by the Human Resources,
Compensation & Governance Committee. The aggregate number of common shares issuable under the plan can be no greater
than 10% of the common shares issued and outstanding from time to time on a non-diluted basis when combined with shares
issued under the share option plan. In addition, no more than 5% of outstanding shares may be reserved for any one person and
no more than 10% of outstanding shares may be reserved for insiders. Per the terms of the plan as amended in 2021, the shares
vest in equal annual tranches over no less than a three-year total vesting period, however the term of the vesting cannot be longer
than ten years.

Upon vesting, the restricted shares are redeemed for cash based on the market price of any vested restricted shares at the time
of vesting. The liability relating to the shares accumulated under this plan has been included in trade and other payables on the
consolidated statements of financial position as disclosed in note 9.
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# #

Outstanding, as at January 1 136,389 185,000
Granted - 146,163
Forfeited - (9.774)
Redeemed or exercised (45,463) (185,000)
Outstanding, as at December 31 90,926 136,389
Vested, as at December 31 - -
# #

Less than 1 year 45,463 45,463
1to 2 years 45,463 45,463
2 to 3 years B 45,463
90,926 136,389

Restricted shares outstanding under the restricted share plan as at December 31, 2025 vest evenly over three year from the grant
date. During the year ended December 31, 2025, the Corporation did not issues any shares from treasury (2024 - 185,000) to
generate cash proceeds for the purpose of redeeming restricted shares redeemed or exercised.

PERFORMANCE SHARE UNITS (PSU)

During the year ended December 31, 2024 the Corporation, through the Board of Directors, initiated a PSU plan for employees of
the Corporation who are designated as participants by the Human Resources, Compensation & Governance Committee. Per the
terms of the plan, the share units vest in equal tranches over a three-year vesting period. On the vesting date, a performance
multiplier is applied to each award, dependent on achieving certain financial performance targets set by the Board of Directors
for the service year to which the award pertains to.

Upon vesting, the performance share units are redeemed for cash based on the market price of any vested PSUs at the time of
vesting, adjusted by the relevant performer multiplier. The liability relating to the shares accumulated under this plan has been
included in trade and other payables on the consolidated statements of financial position as disclosed in note 9.

# #
Outstanding, as at January 1 186,965 -
Granted 197,040 196,915
Forfeited - (9,950)
Vested and redeemed (62,322) -
Outstanding, as at December 31 321,683 186,965

Vested, as at December 31 - -

On vesting, a payout multiplier is applied to each award, dependent on the achievement of the return on invested capital target
by the Corporation:

Below 85% 0%
85% 50%
100% 100%
125% 200%
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c) SHARE-BASED COMPENSATION EXPENSE

$ $

Equity settled share-based compensation 320 100
Cash settled share-based compensation - DSU 124 493
Cash settled share-based compensation - DPSU (79) 589
Cash settled share-based compensation - RSP 141 212
Cash settled share-based compensation - PSU 277 336
783 1,730

Share-based compensation expense has been included in general and administration expense in the consolidated statements of
earnings and comprehensive earnings.

16. REVENUE

$ $
Sale of products, parts and consumables 73,658 69,435
Rental revenue 5,850 5,440
Rendering of services 4,271 2,641
Total revenue 83,779 77,516
smartProduct sale, rental and service revenue 43,642 29,788
Legacy product sale, rental and service revenue 40,137 47,728
Total revenue 83,779 77,516

smartProduct revenue includes revenue from those products and technologies developed under the Corporation’s technology roadmap
initiative. The metric includes revenues from flush mount spiders (FMS), casing running tools (CRTs), smartTONGs and related software
and accessories.
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17. EXPENSES BY NATURE

$ $
Production costs to produce inventories and changes in inventories 35,123 32,758
Employee c'ompensation and benefit expense, inclusive of share-based 23,644 23,354

compensation expense
Facilities and other overheads 8,844 6,805
Depreciation and amortization 6,7 5,063 4,304
Write-down of excess and obsolete inventory 5 573 237
Shortterm lease expense 129 126
Total expenses 73,376 67,584

Allocated to:
Cost of sales 55,690 49,888
General and administration 9,248 10,033
Product development and support 5,216 4,696
Sales and marketing 3,222 2,967
Total expenses 73,376 67,584
18. FINANCE CHARGES, NET
$ $
Interest on borrowings and other 186 31
Finance charges on lease liabilities 338 354
Finance income (145) (336)
379 49
19. OTHER LOSSES (GAINS), NET
$ $
Foreign exchange loss (gain) 385 (19)
Gain on disposal of PP&E - 3)
Other 22 5
407 (17)
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20. INCOME TAX EXPENSE
a) RECONCILIATION OF INCOME TAX EXPENSE

Income tax expense varies from the amounts that would be computed by applying the domestic statutory rate of 23% (2024 - 23%)
to earnings before income taxes for the following reasons:

$ $
Earnings before income taxes 9,617 9,900
Computed income tax expense 2,212 2,277
Tax effects of:
Jurisdictional tax rate differences (612) (494)
Non-deductible items, net 104 2
Benefit of previously unrecognized deferred tax assets (1,162) (634)
Change in substantively enacted rates - (100)
Other items 60 (22)
Income tax expense 602 1,029
b) INCOME TAX EXPENSE ON EARNINGS
$ $
Current tax expense 569 1,554
Deferred tax expense (recovery):
Origination and reversal of temporary differences 1,194 209
Benefit of previously unrecognized deferred tax assets (1,161) (634)
Change in substantively enacted rates - (100)
Total deferred tax expense (recovery) 33 (525)
Income tax expense 602 1,029
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21. EARNINGS PER SHARE

$ # $ $ # $

Basic earnings per share
Earnings available to

common shareholders 9,015 26,854,391 0.34 8,871 27,097,873 0.33
Dilutive effect of options and restricted shares 622,338 549,372
Diluted earnings per share
Earnings available to

common shareholders 9,015 27,476,729 0.33 8,871 27,647,245 0.32

22. FINANCIAL RiISK MANAGEMENT AND FINANCIAL INSTRUMENTS
a) FAIR VALUES OF FINANCIAL ASSETS AND LIABILITIES

The fair value of cash and cash equivalents, trade and other receivables, trade and other payables, dividends payable and
provisions approximates their carrying value due to their short-term nature. The fair value of non-current other receivables
approximates the carrying amount as the receivables have been recorded using the effective interest rate method using a market
rate of interest. The fair value of borrowings approximates the carrying amount as the instruments carry interest rates that reflect
the current market rates available to the Corporation.

b) FINANCIAL RISK MANAGEMENT

The Corporation’s activities are exposed to a variety of financial risks of varying degrees of significance, which could affect the
Corporation’s ability to achieve strategic objectives. Overall, risk management programs focus on the unpredictability of financial
and economic markets and seek to minimize potential adverse effects on financial performance. Risk management is carried out
by financial management in conjunction with overall corporate governance. The principal financial risks to which the Corporation
is exposed are described below:

(i) MARKET RISK

Market risk is the risk changes in market prices, such as foreign exchange rates and interest rates, will affect the Corporation’s
income or the value of its holdings of financial instruments. The objective of market risk management is to manage and
control market risk exposures within acceptable parameters, while optimizing return. The Corporation may use derivatives to
manage certain market risks.

®  Foreign currency risk

The Corporation is exposed to foreign currency risk to the extent that there is a mismatch between the currencies in
which revenues, purchases and monetary assets and liabilities are denominated and the respective functional currency
of the Corporation’s subsidiaries. Foreign currency risk is primarily with the US dollar. The Corporation may use forward
exchange contracts to manage foreign currency risk.

The Corporation recognized a foreign currency exchange loss of $387 in other losses (gains), net (2024 - gain of $19).
Based on the Corporation’s US dollar denominated monetary assets and liabilities, at December 31, 2025, the
Corporation estimates that a ten-cent change in the value of the US dollar would increase or decrease net earnings by
$122 (2024 - $333).
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e Interest rate risk

Interest rate risk is the risk the value or future cash flows of a financial instrument will fluctuate as a result of changes in
market interest rates. In 2025 and 2024, the Corporation was primarily exposed to interest rate risk on cash and cash
equivalents and borrowings. The Corporation estimates that a change of 100 basis points in interest rates as at December
31, 2025 would have increased or decreased net earnings for the year ended December 31, 2025 by $30 (2024 - $171),
arising from interest income incurred on cash and cash equivalents.

(ii) CREDIT RISK

The credit risk associated with cash and cash equivalents is minimized by ensuring these financial assets are held primarily
with Canadian chartered banks and Schedule | US financial institutions.

Trade receivables include balances due from customers primarily operating in the oil and gas industry. The Corporation
manages credit risk by assessing the creditworthiness of its customers before providing products or services and monitoring
customer credit and balances on an ongoing basis. In some instances, the Corporation will take additional measures to
reduce credit risk including obtaining letters of credit or prepayments from customers.

As at December 31, 2025, the Corporation had four customers that individually accounted for more than 10% of trade
receivables, and together accounted for $13,450 (66%) of total trade receivables (2024 - three customers accounted for $6,674
(44%)).

As at December 31, trade receivables were classified as follows:

$ $
Fully performing 17,411 9,815
Past due but not impaired 2,312 4,999
Indications of impairment 804 434
Trade receivables 20,527 15,248

The Corporation applies the IFRS 9 simplified approach to measuring expected credit losses, which uses a lifetime expected
loss allowance for all trade receivables. To measure the expected credit losses, trade receivables have been grouped based
on shared credit risk characteristics and the days past due. The loss provision is based on the timing of the groups along
with individual assessments on balances outstanding.

The credit quality of fully performing receivables is determined based on credit evaluations and management’s past
experience with the customers. Past due but not impaired trade receivables relate to a number of independent customers for
whom there is no recent history of default. Trade receivables with indications of possible impairment primarily relate to
receivables that may not be collectible. Management has applied judgment after taking into account the expected credit
loss model to determine impairment provisions of $804 (2024 - $434) are sufficient to cover credit risk.
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The aging analysis of trade receivables as at December 31

is as follows:

$ $
0 to 30 days 7,134 7,220
31 to 60 days 7,758 2,326
61 to 120 days 1,674 4,430
Over 121 days 3,961 1,272
Trade receivables 20,527 15,248
Loss allowance (804) (434)
Trade receivables, net of loss allowance 19,723 14,814
Other receivables, current 343 1,606
Trade and other receivables, current 20,066 16,420
Other receivables, non-current 608 1,237
Total trade and other receivables 20,674 17,657

The movement in the Corporation’s loss allowance for trade receivables for the years ended December 31, is as follows:

$ $
Provisions for impairment, as at January 1 (434) (305)
Allowance, net recognized (425) (101)
Amounts written off 30 -
Change in estimate - 3
Foreign exchange 25 (31)
Provisions for impairment (804) (434)
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(iii) LiQuIDITY RISK

Liquidity risk is the risk the Corporation will not be able to meet its obligations with financial liabilities as they come due. The
Corporation manages working capital and operational cash flows to maintain sufficient cash and cash equivalents to meet
financial obligations.

Subsequent to December 31, 2025, geopolitical conditions in the Middle East escalated, including military activity and regional
instability. The extent and duration of these conditions cannot be reasonably predicted at this time. These events are
considered non-adjusting events after the reporting period, as they relate to conditions that arose after the reporting date.
The Corporation continues to monitor the changes to the current geopolitical developments and has assessed the potential
impacts on the Corporation’s operations, cash flows, and asset recoverability and, as at the date these consolidated financial
statements were authorized for issue, has not identified any matters requiring adjustment. As a result of these recent
developments, the Corporation expects customer shipments scheduled for delivery over the near term to be delayed, with
the associated cash collection on affected shipments slowing. The Corporation further anticipates delays to orders previously
expected from the region in the nearterm, as customers prioritize safety and operational continuity. Subsequent to December
31, 2025, the Corporation utilized a portion of the availability under its $5.5 million revolving demand facility to support
ordinary quarterly cash flow fluctuations and expects to further draw on the facility to manage cash flow variability arising
from recent disruptions in the Middle East market.

Based on the remaining contractual maturities, the undiscounted cash flows for the Corporation’s financial liabilities, including
interest payments in effect at December 31, are as follows:

$ $ $ $ $
Trade and other payables 16,189 - - - 16,189
Lease liabilities 2,018 1,440 20 - 3,478
Undiscounted cash flows for financial liabilities 18,207 1,440 20 = 19,667
Purchase commitments for inventory and operating services 6,852 798 120 - 7,770
As at December 31, 2025 25,059 2,238 140 - 27,437

$ $ $ $ $
Trade and other payables 19,735 - - - 19,735
Lease liabilities 1,764 2,588 120 20 4,492
Undiscounted cash flows for financial liabilities 21,499 2,588 120 20 24,227
Purchase commitments for inventory and operating services 12,203 632 458 102 13,395
As at December 31, 2024 33,702 3,220 578 122 37,622

c) CAPITAL MANAGEMENT

The Corporation’s objectives when managing capital are to safeguard its assets and continue as a going concern while, at the
same time, maximizing the growth of the business and return to shareholders. The Corporation views its capital as the combination

of borrowings as well as shareholders’ equity as follows:

$ $
Shareholders’ equity 68,609 66,195
Total capital 68,609 66,195

The Corporation sets the amount of capital in proportion to risk and makes adjustments to the capital structure in light of changes

in economic conditions and the risk characteristics of underlying assets. In order to maintain or adjust the capital structure, the

Page 39

TSX:MCB
www.mccoyglobal.com



23.

QY

G L

Corporation may issue or repay borrowings, issue or repurchase shares, pay dividends or undertake other activities as deemed

appropriate under the specific circumstances.

RELATED PARTY TRANSACTIONS
KEY MANAGEMENT PERSONNEL

Key management personnel includes the Directors and senior corporate officers of the Corporation who are primarily responsible

for planning, directing and controlling the Corporation’s business activities.

Compensation awarded to senior corporate officers for employee services for the years ended December 31 is as follows:

$ $

Salaries and other short-term employee benefits 1,917 2,564
Share-based payments expense 383 290
2,300 2,854

Number of senior corporate officers 4 4

Other short-term employee benefits disclosed above includes $399 (2024 - $1,245) of bonuses payable under a short-term incentive

scheme which were unpaid as at year end and are included in trade and other payables.

On February 26, 2026, Mr. Jim Rakievich, President and Chief Executive Officer (CEO) announced his retirement from his role effective
May 14, 2026. The Board of Directors has appointed Mr. Bing Deng, currently the Corporation’s Chief Operating Officer (COQ), to
succeed Mr. Rakievich as President and CEO on that date. In connection with this appointment, Mr. Deng is expected to be
nominated for election to the Board of Directors at the Corporation’s next Annual General Meeting of Shareholders and Mr.

Rakievich will not stand for re-election. In connection with his retirement, the Corporation will pay a lump-sum retirement amount of

$920 due May 28, 2026.

Compensation awarded to independent Directors for services for the years ended December 31 is as follows:

$ $
Retainers, fees and other shortterm employee benefits 371 373
Share-based payments expense 45 1,082
416 1,455
Number of independent directors 5 5
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24. SEGMENT INFORMATION
GEOGRAPHIC INFORMATION

The Corporation’s operations, as described in note 1, are viewed as a single operating segment by the Corporation’s Executives
for the purpose of resource allocation and assessing performance.

2025 2024
PP&E, Intangible PP&E, Intangible
Revenue  assets & Goodwill Revenue assets & Goodwill
$ $ $ $
United States & Latin America 47,632 16,641 39,480 15,961
Middle East & Africa 19,163 4,357 19,968 3,068
Europe 10,720 - 7,370 -
Asia Pacific 4,699 - 5,617 -
Canada 1,565 324 5,081 442
83,779 21,322 77,516 19,471

Revenue is attributed to a geographical region based on the location of the customer invoiced, which may not necessarily reflect
the product’s final destination.

During the year ended December 31, 2025, one customer accounted for 14% of the Corporation’s total revenue (year ended
December 31, 2024 - one customer accounted for 11% of the Corporation’s total revenue).

2025 2024
$ $

25. CHANGES IN WORKING CAPITAL BALANCES

Cash used in operating activities due to changes in non-cash working
capital balances:

Trade and other receivables (4,513) (4,853)
Inventories (5,480) (6,653)
Prepaid expenses and deposits 103 (409)
Other receivables 582 (1,179)
Trade and other payables (3,407) 4,004
Customer deposits (2,964) 998
Provisions 142 (254)
(15,537) (8,346)
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