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Our Governance Principles
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Scale Al operates under four core principles that define how we govern and deliver:

Transparency and Accountability

- All strategic, financial, and operational decisions are
subject to board approval and rigorous review.

- Key decisions—such as project selection, budget
allocation, and performance reporting—are informed by
clear policies and independent evaluations.

Inclusiveness and Diversity

- Our Board reflects the geographic, linguistic, and sectoral
diversity of Canada.

- Gender parity is an explicit objective: currently, nearly half
of the Board members are women.

- Diversity of experience, background, and discipline
enriches all deliberations and strategic planning.

Audit and Evaluation

Independence and Ethics

- Nearly half of the Board members are independent.

- Clear protocols exist to manage conflicts of interest,
particularly during project evaluations.

- All board and committee members adhere to a Code of
Conduct and Confidentiality Agreement.

Expertise and Ecosystem Stewardship

- Our Board includes leaders from industry, academia,
government, and civil society.

- This ensures alignment with both innovation priorities and
broader public interest mandates.

- Members serve not only as fiduciaries but as ecosystem
ambassadors, providing visibility and advocacy for
Canada’s Al future.

As part of continuously improving and assessing its process and controls, Scale Al engaged an independent audit firm to review
the processes and controls and assess their effectiveness. The results of their review were satisfactory, and all recommendations
were implemented.
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Raymond Chabot
Q GrantThornton

Independent Auditor's Report

Raymond Chabot

Grant Thornton LLp

Suite 2000

600 De La Gauchetiére Street West
Montréal, Quebec

H3B 4L8

To the Directors of
SCALE Al — Canadian Artificial
Intelligence Supercluster

T 514-878-2691

Opinion

We have audited the financial statements of SCALE Al — Canadian Atrtificial
Intelligence Supercluster (hereafter "the Organization"), which comprise the
statement of financial position as at March 31, 2025, and the statements of
operations, changes in net assets and cash flows for the year then ended, and
notes to financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Organization as at March 31, 2025, and the
results of its operations and its cash flows for the year then ended in accordance
with Canadian accounting standards for not-for-profit organizations.

Basis for opinion

We conducted our audit in accordance with Canadian generally accepted auditing
standards. Our responsibilities under those standards are further described in the
"Auditor’s responsibilities for the audit of the financial statements" section of our
report. We are independent of the Organization in accordance with the ethical
requirements that are relevant to our audit of the financial statements in Canada,
and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

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

Management is responsible for the preparation and fair presentation of the
financial statements in accordance with Canadian accounting standards for not-
for-profit organizations, and for such internal control as management determines
is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Member of Grant Thomton Intemational Ltd rcgt.com
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In preparing the financial statements, management is responsible for assessing
the Organization'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 Organization or to cease
operations, or has no realistic alternative but to do so.

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

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with Canadian generally accepted auditing standards will
always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users
taken on the basis of these 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:

— ldentify and assess the risks of material misstatement of the financial
statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control;

— Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the
Organization’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 Organization's ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our
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auditor's report. However, future events or conditions may cause the
Organization to cease to continue as a going concern;

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

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.

fogmond, Hobots Bronit Therritly, i f

Montréal
May 23, 2025

' CPA auditor, public accountancy permit no. A136560
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SCALE Al - Canadian Artificial Intelligence Supercluster

Operations
Year ended March 31, 2025

Revenues
Contributions
Government grants (Note 3)
Memberships
Sponsorships
Conference registration fees
Interest
Other

Operating expenses
Salaries and employee benefits
Professional fees
Marketing and promotion
IT expenses
Rental expense
Events
Insurance
Office supplies and expenses
Training
Interest and bank charges
Travel and entertainment
Exchange (gain) loss

Contributions to projects (Note 4)
Excess (deficiency) of revenues over expenses

2025 2024
$ $
39,642,874 79,228,294
1,712,627 1,492,635
2,882,899 1,248,161
942,260 525,307
804,093 1,442,194
536
..45,984,753 83,937,127
4,104,755 3,392,584
1,342,406 645,214
332,639 491,741
246,353 209,364
116,961 118,985
24,000
14,992 25,245
10,614 26,967
46,820 42,932
4,462 4,765
75,165 85,846
(2,165) 4,390
6,293,002 5,072,033
39,691,751 78,865,094
(43,454.234)  (76,459,353)
(3,762,483) 2,405,741

The accompanying notes are an integral part of the financial statements.
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SCALE Al - Canadian Artificial Intelligence Supercluster

Changes in Net Assets
Year ended March 31, 2025

48

2025 2024
Restricted for
contingency Restricted for Restricted for
fund rental expense _future projects Unrestricted Total Total
$ $ $ $ $ $
Balance, beginning of year 2,000,000 547,669 4,000,000 2,602,583 9,150,252 6,744,511
Excess (deficiency) of revenues over expenses (116,961) (4,000,000) 354,478 (3,762,483) 2,405,741
Balance, end of year 2,000,000 430,708 - 2,957,061 5,387,769 9,150,252

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



2024—2025 ANNUAL REPORT

SCALE Al - Canadian Artificial Intelligence Supercluster

Cash Flows
Year ended March 31, 2025

OPERATING ACTIVITIES

Excess (deficiency) of revenues over expenses

Net change in working capital items and deferred and repayable
government grants

Cash flows from operating activities
INVESTING ACTIVITIES

Guaranteed investment certificates
Disposal of guaranteed investment certificates

Cash flows from investing activities

Net increase (decrease) in cash
Cash, beginning of year

Cash, end of year

2025 2024
$ $
(3,762,483) 2,405,741
(8,402,761) (544,896)
(12,165,244) | 1,860,845
(48,000,000)  (73,000,000)
53,000,000 75,000,000
5,000,000 2,000,000
(7,165,244) 3,860,845
21,319,371 17,458,526
14,154,127 21,319,371

The accompanying notes are an integral part of the financial statements.
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SCALE Al - Canadian Artificial Intelligence Supercluster

Financial Position
March 31, 2025

ASSETS

Current
Cash
Government grants receivable (Note 3)
Trade and other receivables (Note 6)

Long-term
Guaranteed investment certificate, 5%

LIABILITIES

Current
Trade and other payables (Note 7)
Deferred membership revenues
Deferred sponsorship revenues

Long-term
Government grant repayable (Note 5)
Deferred government grants (Note 5)

NET ASSETS

Restricted for contingency fund (Note 8)
Restricted for rental expense (Note 8)
Restricted for future projects (Note 8)
Unrestricted

2025 2024

$ $
14,154,127 21,319,371
2,029,792 3,959,338
598,068 318,953
16,781,987 25,197,662
5,000,000

16,781,987 30,197,662
10,255,769 17,725,858
542,100 463,973
78,982

10,797,869 18,268,813

596,349

2,778,597
izl 2d 040410
2,000,000 2,000,000
430,708 547,669
4,000,000

2,957,061 2,602,583
5,387,769 9,150,252
16,781,987 30,197,662

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

On behalf of the Board,

Director
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SCALE Al - Canadian Artificial Intelligence Supercluster

Notes to Financial Statements
March 31, 2025

1 - GOVERNING STATUTES AND PURPOSE OF THE ORGANIZATION

The Organization, incorporated under the Canada Not-for-profit Corporations Act, aims to build the
next generation of supply chains in Canada by optimizing the use of artificial intelligence technologies.
It is a not-for-profit organization under the Income Tax Act

2 - SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The Organization's financial statements are prepared in accordance with Canadian accounting
standards for not-for-profit organizations.

Accounting estimates

The preparation of financial statements requires management to make estimates and assumptions that
affect the amounts recorded in the financial staternents and notes to financial statements. These
estimates are based on management's knowledge of current events and actions that the Organization
may undertake in the future. Actual results may differ from these estimates.

Revenue recognition
Contributions

The Organization follows the deferral method of accounting for contributions. Under this method,
contributions restricted for future period expenses are deferred and are recognized as revenue in the
year in which the related expenses are incurred. Unrestricted contributions are recognized as revenue
when received or receivable if the amount to be received can be reasonably estimated and collection is
reasonably assured.

Memberships

Memberships are recognized upon receipt and recognized as revenues over the term of the
membership. The liability relating to the received but unearned portion of membership revenues is
recognized in the statement of financial position as deferred membership revenues.

Sponsorship and conference registration fees

These revenues are recognized when the following conditions are met:

There is persuasive evidence of an arrangement;
Services have been provided;

The selling price is fixed or determinable;
Collection is reasonably assured.

Amounts received that do not yet satisfy revenue recognition criteria are recorded as deferred
sponsorship revenues.

Interest

Investment transactions are recorded on the transaction date and resulting interest revenues are
recoghized using the accrual method of accounting.
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SCALE Al - Canadian Artificial Intelligence Supercluster

Notes to Financial Statements
March 31, 2025

2 - SIGNIFICANT ACCOUNTING POLICIES (Continued)

All interest revenues are not subject to externally imposed restrictions and are recognized in the
statement of operations.

Financial assets and liabilities
Initial measurement

Upon initial measurement, the Organization's financial assets and liabilities are measured at fair value,
which, in the case of financial assets or financial liabilities that will be measured subsequently at
amortized cost, is increased or decreased by the amount of the related financing fees and transaction
costs.

Subsequent measurement

At each reporting date, the Organization measures its financial assets and liabilities from transactions
at amortized cost (including any impairment in the case of financial assets).

With respect to financial assets measured at amortized cost, the Crganization assesses whether there
are any indications of impairment. When there is an indication of impairment, and if the Organization
determines that, during the year, there was a significant adverse change in the expected timing or
amount of future cash flows from a financial asset, it will then recognize a reduction as an impairment
loss in operations. The reversal of a previously recognized impairment loss on a financial asset
measured at amortized cost is recognized in operations in the year the reversal occurs.

3 - CONTRIBUTIONS

2025 2024
$ $
Government grants
Operating
Federal government
Innovation Superclusters Initiative — Phase I 3,754,084 2,963,824
Innovation Superclusters Initiative — Pan-Canadian Artificial
Intelligence Strategy (PCAIS) 225,000 248,611
Provincial government
Ministére de I'Economie, de I'lnnovation et de I'Energie 1,428,571 1,428,571
...5.407,655 4,641,006
Projects
Federal government
Innovation Superclusters Initiative — Phases | and | 26,979,499 66,003,048
Innovation Superclusters Initiative — PCAIS 7,255,720 1,299,400
Provincial government
Ministére de I'Economie, de I'Innovation et de I'Energie 7,131,146
Ministére de I'Emploi et de la Solidarité sociale 153,694
34,235,219 74,587,288
39,642,874 79,228,294
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SCALE Al - Canadian Artificial Intelligence Supercluster

Notes to Financial Statements
March 31, 2025

4 - CONTRIBUTIONS TO PROJECTS
Contributions to projects were funded as follows :
Federal government grants

Provincal government grants
Self-financed by the Organization (a)

2025 2024

$ $
34,235,219 67,302,448
7,284,840

9,219,015 1,872,065
43,454,234 76,459,353

(a) During the year, the Organization decided to fund artificial intelligence projects using its own
reserves, including $4,819,774 (Note 5) in contributions related to projects initiated in the previous
year for which claims had been submitted to the federal government and $515,996 related to
projects from the current year. The funding of these projects had the effect, among other things, of
fully reducing the balance of net assets restricted to future projects as at March 31, 2024. In
addition, $3,883,245 in Ecosystem projects (showcases) were funded through sponsorships and

conference registration fees ($1,872,065 in 2024).

5 - DEFERRED GOVERNMENT GRANTS (RECEIVABLE)

Provincial government operating grant (a)
Balance, beginning of year
Amount recognized in operations
Balance, end of year

Federal government project grants for Phase | (b)
Balance receivable, beginning of year
Amount recognized in operations
Amount received relating to the following year
Amount funded by the Organization (Note 4)
Balance repayable (receivable), end of year (¢)

Federal government project grants for Phase Il (b)
Balance, beginning of year
Amount recognized in operations
Amount received relating to the following years
Amount funded by the Organization (Note 4)
Balance (receivable), end of year

Federal government project grants for PCAIS (b)
Balance, beginning of year
Amount recognized in operations
Amount received relating to the following years
Balance (receivable), end of year

2025 2024
$ $
1,428,571 2,857,142
(1,428,571)  (1,428,571)
...... e ...1428571
(3,559,338)  (2,369,846)
(61,764,909)
60,575,417
4,155,687
..... 596,349 (3,559,338)
798,037
(30,733,583)  (7,201,963)
28,000,000 8,000,000
664,087
. (1,271,499) 798,037
551,989
(7,480,720)  (1,548,011)
6,170,398 2,100,000
(758,333) 551,989
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SCALE Al - Canadian Artificial Intelligence Supercluster

Notes to Financial Statements
March 31, 2025

5 - DEFERRED GOVERNMENT GRANTS (RECEIVABLE) (Continued)

2025 2024
$ $
Provincial government project grants (b)

Balance, beginning of year 6,763,870
Amount recognized in operations (7,284,840)
Amount received relating to the following years 520,970

Balance, end of year . R
(1,433,443) (780,741)

(a) The provincial government deferred operating grant represents unused resources which, as a
result of external restrictions, are recognized as contribution revenues on a predetermined
schedule.

(b) The federal and provincial government deferred project grants represent unused resources which,
as a result of external restrictions, are intended to cover contributions for projects in the future

years.

(c) As at March 31, 2025, since the program has ended, the Organization must therefore repay the
unused portion of the grant to the federal government.

6 - TRADE AND OTHER RECEIVABLES

2025 2024
$ $
Trade accounts receivable 554,798 218,955
Sales taxes receivable 43,270 86,746
Accrued interest receivable 13,252
598,068 318,953

7 - TRADE AND OTHER PAYABLES
2025 2024
$ $
Trade accounts payable 9,378,748 16,984,510
Salaries, vacation and bonuses payable 877,021 741,348

10,255,769 17,725,858

8- NET ASSETS
Restricted for contingency fund

The amounts allocated to this reserve are internally restricted and will be used to meet exceptional
needs that the Organization may face. During the year, the Organization allocated no amount to this
reserve (nilin 2024).
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SCALE Al - Canadian Artificial Intelligence Supercluster

Notes to Financial Statements
March 31, 2025

8 - NET ASSETS (Continued)

Restricted for rental expense

The amounts allocated to this reserve are internally restricted and are used to meet the future costs of
rental expense. During the year, the Organization used $116,961 of this reserve ($118,985 in 2024).

Restricted for future projects

The amounts allocated to this reserve are internally restricted and used to pay contributions for future
projects. During the year, the Organization used the entirety of the reserve to fund projects (Note 4) (nil
in 2024).

9 - COMMITMENTS

The Qrganization has entered into a long-term lease agreement expiring in March 2028 which calls for
lease payments of $349,086 for the rental of office spaces.

Minimum annual lease payments for the next years are $116,362 from 2026 to 2028.

The Organization has also committed, according to project agreements sighed before March 31, 2024,
to make contributions to artificial intelligence, acceleration and workforce projects for a total amount of
$58,743,547.

10 - FINANCIAL RISKS

Credit risk

The Organization is exposed to credit risk regarding the financial assets recognized in the statement of
financial position. The Organization has determined that the financial assets with more credit risk
exposure are trade accounts receivable since failure of any of these parties to fulfil their obligations
could result in significant financial losses for the Organization.

Liquidity risk

The Organization's liquidity risk represents the risk that the Organization could encounter difficulty in
meeting obligations associated with its financial liabilities. The Organization is, therefore, exposed to
liquidity risk with respect to all of the financial liabilities recognized in the statement of financial position.

b5
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Supplementary financial information (S in millions)

The following table provides a summary of the total funding received from all sources by Scale Al.
Table 1 - Funding Sources for the year ended March 31, 2025 (2024-25)

FUNDING SOURCES GIC PCAIS TOTAL
ISED Contribution $30.8 375 $38.3
Membership Fees $17 $0.0 $17
Quebec Government Contribution 314 S0.0 $14
Interest Income and Other 308 $0.0 $0.8
Sponsorship and Conference Fees $3.8 $0.0 338
TOTAL $38.5 $7.5 $46.0

The following table provides a summary of funding received from all sources for operating and administrative (O&A)
expenses (Included in Table 1 above)
Table 2 - O&A Funding Sources for the year ended March 31, 2025 (2024-25) and Funding to Date.

TYPE OF ORGANIZATION Fiscal Year 2024-25 Funding to Date
Industry-Membership $1.7 S7.7
ISED $4.0 $211
Quebec Government Contribution $14 $12.9
Interest Income and Other $0.8 $4.7
TOTAL $7.9 $46.3

The following table presents the total funded and unfunded eligible costs incurred by Scale Al.
Table 3 - Funded and Unfunded Eligible Costs for the year ended March 31, 2025 (2024-25)

Operating and Technology Ecosystem
Administrative Leadership Development Total Cost

Costs (O&A) Project Cost Project Costs
Funded Eligible Costs (ISED) $4.0 $30.8 335 $38.3
Unfunded Eligible Costs (Industry & Other) $2.3 $36.8 $4.2 $43.3
TOTAL $6.3 $67.6 $7.7 $81.6

The following table provides a summary of Industry Matching Funds generated by Scale Al from funds received and those
spent by Industry on projects.
Table 4 - Industry Match for the year ended March 31, 2025 (2024-25)

INDUSTRY MATCHING FUNDS GIC PCAIS TOTAL
Industry Contribution Towards Eligible Project Costs $41.0 $0.0 $41.0
Membership Fees $17 $0.0 $17
Sponsorship and Conference Fees $3.8 $0.0 $3.8
TOTAL $46.5 $0.0 $46.5
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Summary of Results

2025 2024 2023 2022 2021 2020
$in 000 $in 000 $in 000 $in 000 $in 000 $in 000

Contributions - Government 39.6 79.2 48.6 37 25.6 6.3
Other revenues 6.4 47 3.6 1.3 0.9 0.8
46.0 83.9 52.2 38.3 26.5 VA

Contributions to related projects 43.5 76.4 434 318 20.7 0,6
Administrative & operating” 6.3 51 6.0 4.6 4.3 5.2
49.8 815 494 364 26.0 57

EXCESS -3.8 24 2.8 1.9 1.5 14

Compensation for 4 employees exceeded S300k for the year; amounts above this threshold are considered unfunded eligible costs
under the Innovation Supercluster Program and are eefectively funded by membership and other sources of revenue.

For administration purposes, Scale Al’s official name is Scale Al-Canadian Artificial Intelligence Supercluster.
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