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FORWARD LOOKING INFORMATION 

Certain statements in this Annual Information Form are "forward looking information" within the meaning 
of applicable securities laws. Forward looking information is frequently characterized by words such as 
"plan", "expect", "project", "intend", "believe", "anticipate", "estimate", "scheduled", "potential", or other 
similar words, or statements that certain events or conditions "may", "should" or "could" occur. Forward 
looking information is based on the expectations of Computer Modelling Group Ltd. (the “Corporation”) 
regarding its future growth, results of operations, software licence sales, future capital and other 
expenditures (including the amount, nature and sources of funding thereof), competitive advantages, 
plans for and results of research and development activity, business prospects and opportunities. Such 
forward looking information reflects the Corporation's current beliefs and assumptions and is based on 
information currently available to it. Forward looking information involves significant known and unknown 
risks and uncertainties. A number of factors could cause actual results to differ materially from the results 
discussed in the forward looking information including risks associated with the impact of general 
economic conditions, industry conditions, governmental regulation, volatility of commodity prices, 
currency fluctuations, demand for Computer Modelling Group software, competition from other industry 
participants, the lack of availability of qualified personnel or management, stock market volatility and the 
risks discussed under "Risk Factors" and elsewhere in this Annual Information Form and in the 
Corporation's public disclosure documents, and other factors, many of which are beyond the 
Corporation's control. Although the forward looking information contained in this Annual Information Form 
is based upon assumptions which the Corporation believes to be reasonable, the Corporation cannot 
make assurances that actual results will be consistent with such forward looking information. Such 
forward looking information is made as of the date of this Annual Information Form, and the Corporation 
assumes no obligation to update or revise it to reflect new events or circumstances, except as required by 
law. Due to the risks, uncertainties and assumptions inherent in forward looking information, prospective 
investors in the Corporation's securities should not place undue reliance on this forward looking 
information. 

With respect to forward-looking information contained in this Annual Information Form, the Corporation 
has made assumptions regarding, among other things: 

• the Corporation's future software license sales 
• the continued financing by and participation of the Corporation’s partners in the dynamic 

reservoir modelling system (“DRMS”) project and it being completed in a timely manner 

• the Corporation's ability to enter into additional software license agreements 
• the Corporation's ability to continue current research and new product development 
• the Corporation's ability to recruit and retain qualified staff 

CORPORATE STRUCTURE 

Name and Incorporation 

Computer Modelling Group Ltd. was incorporated as 713571 Alberta Ltd. under the Business 
Corporations Act (Alberta) on October 18, 1996. On November 8, 1996, the Corporation changed its 
corporate name to Computer Modelling Group Ltd. In August 2008, and subsequently in June 2011, the 
Corporation amended its Articles to divide each issued and outstanding common share (“Common 
Share”) and non-voting share of the Corporation ("Non-Voting Share") on a two for one basis, resulting in 
four times the number of issued and outstanding Common Shares and Non-Voting Shares. The head 
office of the Corporation is at Suite 200, 1824 Crowchild Trail N.W., Calgary, Alberta and the registered 
office of the Corporation is at Suite 3700, 400-3rd Avenue S.W., Calgary, Alberta. 
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Intercorporate Relationships 

The Corporation has four direct wholly-owned subsidiaries: Computer Modelling Group, Inc. which is 
incorporated under the laws of the State of Colorado, U.S.A.; CMGL Services Corporation which is 
incorporated under the Business Corporations Act (Alberta), Canada; CMG Venezuela, C.A. which is 
registered with the Fifth Commercial Registry of the Judicial Circuit of the federal District and State of 
Miranda, Venezuela; and CMG Middle East FZ LLC which is incorporated as a Free Zone Limited Liability 
Company in Dubai Internet City, U.A.E. 

The following diagram illustrates the relationship among the parties indicated. 

 

 

In April 2013, the Corporation set up a branch operation in Bogota, Colombia to further support its South 
American market. 

GENERAL DEVELOPMENT OF THE BUSINESS 

History of the Corporation Including Significant Acquisitions and Dispositions 

Pursuant to an agreement dated February 27, 1997 (the "Acquisition Agreement"), the Corporation 
acquired certain assets from CMG Reservoir Simulation Foundation ("Foundation CMG"). Under the 
Acquisition Agreement, the Corporation agreed to acquire substantially all the assets and operations of 
Foundation CMG, including software licensing contracts, employment contracts with all Foundation CMG 
employees and all intellectual property rights to the products, in exchange for 21,714,288 Non-Voting 
Shares. The Corporation also assumed the obligations and liabilities of Foundation CMG as at March 31, 
1997. The Corporation commenced active operations on April 1, 1997 and completed its first fiscal year 
on March 31, 1998. The Corporation is a computer software technology firm engaged in the development 
and licensing of reservoir simulation software and related services.  

Since November 2002, the Corporation has embarked on a series of normal course issuer bids to 
purchase for cancellation Common Shares in accordance with Canadian securities law and regulatory 
procedures. During the 12-month period commencing March 22, 2010, the Corporation purchased a total 
of 10,000 Common Shares, which were immediately cancelled. During the 12-month period commencing 
April 7, 2011, the Corporation purchased a total of 33,400 Common Shares, which were immediately 
cancelled. During the 12-month period commencing April 18, 2012, the Corporation purchased a total of 
90,729 Common Shares, which were immediately cancelled. The latest normal course issuer bid, which is 
effective from May 1, 2013 to April 30, 2014, permits the Corporation to purchase up to 3,538,439 
Common Shares. As at May 22, 2013, no purchases had been made. 
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On May 1, 2006, the Corporation entered into a two-phased joint research and development agreement 
(the “DRMS Agreement”) with Shell International Exploration and Production BV ("Shell") to develop the 
newest generation of reservoir simulation software. On October 10, 2006, Petroleo Brasileiro S.A. 
("Petrobras") became a participant and a party to the DRMS Agreement. The DRMS Agreement gives the 
Corporation the exclusive rights to commercialize the jointly developed software and Shell and Petrobras 
will have unlimited software access for their internal use. 

The project has been underway since 2006 and, with the ongoing support of the participants, it is 
expected to continue until ultimate delivery of the software. The Corporation’s share of costs associated 
with the project is estimated to be $5.5 million ($2.6 million net of overhead recoveries) for the upcoming 
fiscal year. 

In conjunction with entering into this project, Foundation CMG agreed, subject to certain termination 
rights, to provide up to a maximum of $5.2 million in research grant funding to cover 50% of the 
Corporation’s estimated share of costs over the initial five years of the project. The funding commitment 
associated with this grant was fulfilled in the first quarter of fiscal 2012 and totalled $5,236,202. 

Throughout the fiscal year 2011, a total of 776,688 stock options were exercised, resulting in the 
Corporation receiving cash proceeds of $3,696,262. In the fiscal year 2012, the Corporation received 
cash proceeds of $5,873,294 from the exercise of 912,890 stock options and in the fiscal year 2013, the 
Corporation received cash proceeds of $7,441,914 from the exercise of 912,982 stock options. 

In October 2011, Daniel Dexter, formerly Vice President, Canada and Marketing, stepped down and the 
Corporation appointed Ryan Schneider as Vice President, Marketing. Mr. Dexter continued on as Vice 
President, Canada until his retirement effective December 31, 2011. In December 2011, Robert Eastick, 
formerly Manager, Visualization and Deployment, was promoted to Vice President, Visualization. In 
January 2012, Ronald Kutney, formerly Vice President, Eastern Hemisphere was appointed Vice 
President, Canada and Eastern Hemisphere.  

In April 2012, Allan Hiebert, formerly Vice President, DRMS Development, announced his resignation and 
the Corporation appointed Rob Eastick, formerly Vice President, Visualization, to the position of Vice 
President, DRMS and Visualization in May 2012. In November 2012, Mr. Eastick’s position was changed 
to Vice President, DRMS Development in order to focus Mr. Eastick’s time entirely on the DRMS project. 
The Visualization group was realigned under Long Nghiem, Vice President, Research and Development.  
In February 2013, John Kalman, Vice President, Finance and Chief Financial Officer, informed the 
Corporation of his intention to retire effective August 31, 2013. The Corporation is currently reviewing its 
options regarding Mr. Kalman’s successor and it is expected that his responsibilities will be gradually 
transitioned once a successor has been identified. In April 2013, Ron Kutney, formerly Vice President, 
Canada and Eastern Hemisphere, stepped down and the Corporation appointed Ryan Schneider, 
formerly Vice President, Marketing, as Vice President, Marketing and Canadian Sales and R. David 
Hicks, formerly General Manager, Eastern Hemisphere, as Vice President, Eastern Hemisphere. Mr. 
Kutney will serve as Vice President, Special Projects from April 1, 2013 until his retirement effective June 
30, 2013. 

Over the last three years, the products offered by the Corporation have not changed. The Corporation’s 
products include: three reservoir simulators, IMEX, GEM and STARS; a phase behaviour and fluid 
property program, WINPROP; a pre-processing application, Builder; a post-processing application, 
Results; and a computer assisted history matching, optimization and uncertainty assessment tool, 
CMOST. While the names of the products have remained the same, the performance and functionality of 
these products have been enhanced through the continual research and development efforts supporting 
them.  

The Corporation does not expect to make any significant changes to its product offering or how it carries 
on its business activities in the upcoming year.  



 

- 4 - 

The Corporation has not completed any significant acquisitions or dispositions during the fiscal year 
ended March 31, 2013. 

This Annual Information Form contains various company names, product names, trade names, 
trademarks and service marks, all of which are the properties of their respective owners. 

Background 

The Corporation is a computer software technology firm engaged in the development and licensing of 
reservoir simulation software. The Corporation's reservoir simulation software is proven and effective 
technology, which assists oil and gas companies with extracting significantly increased volumes of oil and 
gas from their reservoirs. 

Vision, Business and Strategy 

The Corporation's vision, to be the world's leading developer and supplier of dynamic reservoir modelling 
systems, has remained consistent year after year. The Corporation has partially achieved this vision as 
the leading supplier of advanced process reservoir simulation software, which the Corporation believes is 
the most rapidly growing segment of the simulation marketplace as a result of declining petroleum 
production from conventional reservoirs and recovery methods. The significant investment by the 
petroleum industry in Alberta's oilsands on in-situ heavy oil production is the result of enhanced heavy oil 
recovery technologies that the Corporation's proprietary software is the market leader in simulating. 
Combined with this growing domestic market for the Corporation’s products is the increasing need from 
all areas of the world to enhance production from all types of new and existing reservoirs using advanced 
hydrocarbon recovery techniques.  

The Corporation continues to make strides towards becoming the leader in the provision of all reservoir 
simulation technologies as a result of ongoing enhancements to its already robust product line, advances 
in physics, computational speed, parallel computing ability, ease of use features of its pre- and post- 
processor applications, cost-effectiveness of its solutions, and the substantial experience of the 
Corporation's personnel to support and advance its software. The Corporation continues to demonstrate 
its commitment to clients by providing them with the most technologically advanced tools to handle the 
most difficult hydrocarbon recovery processes with flexible licensing options that allow clients to optimize 
their simulation needs. 

The Corporation currently sells reservoir simulation software licenses to more than 500 oil and gas 
companies, consulting firms and research institutions in more than 50 countries. In combination with the 
supply of its leading edge software technology, the Corporation performs both funded research and 
consulting services for its many clients around the world. Funded research projects play an important role 
in experimenting with new recovery processes and technology that will be used in future years' products. 
Many of the world's largest oil and gas companies have partnered with the Corporation to assist in the 
development, testing and refinement of new simulation technologies. The provision of consulting services, 
which are typically of a highly complex nature, enables the Corporation to continually test the boundaries 
of its software and provides the opportunity to increase software license sales to both new and existing 
clients. 

In addition to consulting, the Corporation allocates significant resources to training, which is an 
instrumental part of the Corporation’s success. Training programs enable the Corporation’s clients to 
become more efficient and effective users of its software, which, in turn, contributes to higher client 
satisfaction. The Corporation’s training is continuous in nature and helps the Corporation in developing 
and maintaining long-term relationships with its clients. 

The Corporation's strategy is to increase its revenue base while advancing its technological superiority 
over its competition – two principles which yield long-term value for its stakeholders. To accomplish this, 
the Corporation continually advances the development of its technologies in a targeted manner to try to 
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anticipate which innovation(s) will create the most demand for increased licensing of its software, be it by 
existing clients and/or new clients. 

The Corporation invests a significant amount of resources each year towards maintaining its 
technological superiority. Increasing levels of investment by the Corporation in its current product suite 
offering helps to ensure that its existing proven technology continues to be industry leading. These 
significant levels of investment, in combination with partnering with Shell and Petrobras in the joint project 
to develop the newest generation of reservoir simulation software, are targeted strategies to achieve the 
Corporation’s vision to become the world’s leading developer and supplier of dynamic reservoir modelling 
systems. 

Key Performance Drivers and Capability to Deliver Results 

As a result of declining production using conventional extraction processes from existing oil and gas 
fields, the oil industry worldwide is implementing complex recovery techniques on known reservoirs to 
increase recovery as traditionally only 25 to 30 percent of hydrocarbons are recovered during primary 
production. In addition, the oil industry is turning to unconventional hydrocarbon prospects such as the 
Alberta oilsands, coal bed methane, tight gas and shale gas, for the energy supply of the future.  

Oil and gas companies utilize reservoir simulation as it provides vital information and both a quantitative 
and a visual interpretation of how reservoirs will behave under various recovery techniques. 
Understanding how a petroleum reservoir will react to advanced hydrocarbon recovery processes prior to 
expending the capital on drilling wells and injecting expensive chemicals and steam, is less costly and 
risky than trying the various techniques on actual wells.  

The Corporation's software is the market leader in the simulation of these advanced hydrocarbon 
recovery techniques in petroleum reservoirs. The Corporation’s market share of all petroleum recovery 
simulation is expected to increase as the amount of easy to extract oil declines and as production from 
unconventional sources increases. The speed and growth of licenses sold in the Corporation's advanced 
recovery process simulators is enhanced by this shift in production via conventional means to more 
complex recovery methods.  

The Corporation's strategy of both maintaining and growing its dominance in the provision of reservoir 
simulation technology is supported by its ongoing investment in its technology. The Corporation's 
research and development team is constantly developing innovative ways to increase the use of its 
software by overcoming existing technological barriers and by being at the forefront in simulating new 
recovery methods.  

The Corporation is in a strong financial position with $48.5 million in working capital and a long history of 
generating earnings and cash flow from operating activities. Combined with its strong balance sheet is its 
strength in its employees in all areas of the Corporation.  

The development of its DRMS system, the newest generation reservoir and production system simulation 
software, is a significant project for the Corporation and its partners; a project that to-date has 
represented over 220 man-years of development. At March 31, 2013, the Corporation, as the operator of 
the DRMS joint project, has a full-time staff base of 57 individuals on the project, 36 of whom are 
employees and consultants of the Corporation and 6 of whom are secondees from its joint project 
partners. All of these 42 employees, consultants and secondees work in the Corporation’s Calgary 
offices, with the remaining 15 individuals working remotely from the project partner’s respective offices in 
the Netherlands and Brazil. As project operator, the Corporation receives a fee for operator services 
which is used to offset the cost of its services in addition to the direct joint project expenditures. It is 
anticipated that this project will initially have a minimal impact on the Corporation's revenues, with future 
potential subject to the successful commercialization of the developed reservoir simulation software. 
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Products 

Technology 

Until modern numerical reservoir simulation modelling with full three-dimensional visualization and 
animation was developed, engineers had only rudimentary ways of understanding a particular oil or gas 
reservoir. This has changed primarily due to mathematical modelling now available and due to faster and 
more powerful computers, which are capable of running sophisticated computer graphics and animation. 
The Corporation's reservoir simulator products are computer programs that represent the engineering 
principles of petroleum and other fluids flowing through the pores (channels) in oil and gas reservoirs. 
Engineers, geologists and other technical and financial professionals use reservoir simulator tools to 
analyze and visualize the consequences of alternative drilling and production scenarios and to increase 
oil and gas field production, recovery and revenues. 

The Corporation's software products enable reservoir managers, engineers, geologists and other 
professionals to use computer-based simulation to, in effect, "travel" kilometres below the earth's surface 
and "explore" the make-up and structure of reservoirs based on data provided by the user. The software 
also enables the user to visualize where oil and gas is trapped and where the oil and gas is expected to 
flow under alternative drilling and production scenarios. With this visualization and reservoir simulation 
modelling, reservoir professionals receive assistance in predicting the physics and chemistry of fluid 
flows, drilling locations, well operating conditions, risks, and best case economics of oil and gas property 
investment. 

By using the Corporation's simulator products, a client is able to simulate virtually any reservoir and any 
recovery process used by the industry. The Corporation's suite of reservoir simulators facilitates the 
analysis of the various types of reservoirs encountered by oil and gas companies in different parts of the 
world and the various enhanced recovery processes which may be used to exploit them. The 
Corporation's principal products are STARS, GEM, IMEX, BUILDER, RESULTS, WINPROP and CMOST. 
In addition, the Corporation has developed various specialized features within its simulators which clients 
may acquire as an option at an additional cost. Examples include the parallel computing option and the 
dynamic gridding option, which allow clients to perform their simulations in a fraction of the time that they 
are accustomed to.  

BUILDER is a Windows
TM
 based software that facilitates the gathering of a large volume of data and 

organizing it for the simulator. BUILDER's design allows for data to be imported in a variety of methods 
from industry mapping packages, RESCUE-format simulation grids from 3D Geologic modelling tools, 
"dragged-and-dropped" from Excel spreadsheet or tabular data, or from other third-party applications.  

WINPROP is a Windows
TM
 based software that determines the behaviour and properties of reservoir 

fluids. WINPROP assists petroleum engineers to better understand the fluid interaction as a reservoir is 
being produced. The information created is then used in the STARS, GEM and IMEX reservoir simulators. 

STARS is the world leading 4-phase, 3D reservoir simulator capable of modelling a wide range of thermal 
and chemical processes well beyond the capabilities of conventional black oil and compositional 
simulators. STARS is used to model recovery from heavy oil, oil sands and chemically stimulated 
reservoirs such as those found in northern Alberta, Venezuela, China, Russia, Oman, Kuwait, California 
and other locations. These fields require simulator technology that can analyze low-pressure shallow 
formations, unconsolidated sands and thermal processes such as steam or hot fluid injection. 

GEM is the Corporation’s generalized Equation-of-State compositional reservoir simulator, which includes 
the ability to model primary, secondary and tertiary recovery processes, utilizing a wide range of injection 
strategies and well management scenarios. GEM is used to model gas condensate, volatile oil, shale gas, 
and coal bed methane reservoirs. GEM is also used to model CO2 EOR/Sequestration and VAPEX gas 
injection in heavy oil reservoirs. GEM is widely used for modelling shale gas reservoirs in the United 
States and CBM reservoirs in the United States (San Juan Basin) and in Australia. GEM is used for CO2 
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EOR in the United States and has become the simulator of choice for modelling CO2 Sequestration in 
saline aquifers throughout the world. 

IMEX is a 3-phase, 4-component 3D black oil reservoir simulator, which incorporates all the functionality 
required for full-field reservoir simulation studies. IMEX is used to model conventional "black oil" 
reservoirs such as those found in Texas, the Gulf of Mexico, the North Sea, the Middle East, Prudhoe 
Bay, the former Soviet Union, South America and many other locations throughout the world. IMEX is 
being applied to deepwater reservoirs in the United States Gulf of Mexico in combination with 3rd party 
surface network modelling products to facilitate "coupled" simulations of multiple reservoirs tied to 
common surface facilities. 

RESULTS is a Windows
TM
 based program that is used to provide visualization and animation for STARS, 

GEM and IMEX. RESULTS provides powerful visualization of the simulator output. With RESULTS, one 
can visualize both model input data and output in a variety of formats, including graphs, tabular reports, 
2D aerial maps and cross sections, 3D perspectives and stereographic views. Simulation output can be 
animated to study the impact of recovery processes on fluid saturations and reservoir properties through 
time. Displayed images can also be translated into bitmaps, JPEG files, or AVI movies and imported into 
popular presentation and word processing software applications. 

CMOST is a Windows
TM
 based program used to help clients perform history matching of measured field 

performance data, optimize future production or net present value, and assess the risk of making capital 
and operating expenditures due to the inherent uncertainty of reservoir parameters. CMOST helps users 
evaluate the implications of variable reservoir properties such as porosity, permeability, hydrocarbon 
content, and explore major business decision options including production scenarios, and the optimum 
number of wells and their locations. Through the use of CMOST, oil and gas companies will have the 
ability to more thoroughly evaluate their reservoir assets and, in turn, optimize their production and capital 
expenditures to yield the highest net present value. 

The Corporation is in the latter stages of research and development of a DRMS with its joint project 
partners, Shell and Petrobras, involving the development of the newest generation of reservoir simulation 
software. DRMS, as currently envisioned, will represent a step change in performance from current 
industry technology with respect to such performance parameters as flexibility, speed and accuracy, ease 
of use, adaptive workflows, general-purpose physics and chemistry, scope and advanced scenario 
management. The Corporation and its partners are committed to the continued funding of DRMS. 

The Corporation's products are designed using modular techniques, are well documented, include 
standardized testing, and are written in the modern computer programming languages of C++, Visual 
Basic, C# and FORTRAN 90 to provide maximum flexibility for updates and advancements. 

Intellectual Property 

The Corporation's computer programs are protected through a combination of copyright, trade secrecy 
and technical measures. Trade secrecy offers the most significant protection for the Corporation's 
computer programs. The Corporation implements measures to maintain secrecy by including restrictive 
covenants in license agreements and encrypting its source code. Management believes that the 
Corporation's policy of continually improving and updating its products discourages infringement since 
misappropriated copies soon become obsolete, even in instances where the Corporation's other security 
features are defeated. Each employee and consultant of the Corporation signs a confidentiality and non-
disclosure agreement relating to the protection of the Corporation's trade secrets.  

Professional Services 

The Corporation provides professional services consisting of highly specialized support, consulting, 
training, and contract research activities, delivered through its Calgary and regional offices. 
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The Corporation provides consulting services encompassing routine and non-routine specialized 
advanced applications of its technology. The primary purpose of these services is to assist current and 
future clients with their use of the Corporation's reservoir simulation software. The consulting services 
center around reservoir engineering for field design, production optimization, operation and analysis, and 
include numerical simulation of black oil, compositional, thermal, chemical and advanced (ie. 
geomechanical) processes. The Corporation's consulting personnel have worked in most of the major oil 
and gas producing areas in the world. In addition, the Corporation provides contract research services 
whereby its research and development team will address clients' specialized needs in its reservoir 
simulators. 

The Corporation performs consulting and contract research activities on an ongoing basis but such 
activities are not considered to be a core part of its business and are primarily undertaken to increase the 
Corporation’s knowledge base and hence expand the technological abilities of its simulators in a funded 
manner, combined with servicing its clients’ needs. In addition, these activities are undertaken to market 
the capabilities of the Corporation’s software products with the ultimate objective to increase software 
license sales 

Client Base  

The Corporation currently has more than 500 clients in more than 50 countries. 

The Corporation’s software license revenue is made up of annuity/maintenance license fees charged for 
use of the Corporation’s software products which is generally for a term of one year or less as well as 
perpetual software license sales, whereby the client purchases a current version of the software and has 
the right to use that version in perpetuity. The Corporation has found that the majority of its clients who 
have acquired perpetual software licenses subsequently purchase maintenance licenses to ensure they 
have access to current versions of the Corporation’s software. Annuity/maintenance license fees have 
historically had a high renewal rate and, accordingly, provide a reliable revenue stream while perpetual 
license sales are more variable and unpredictable in nature as the purchase decision and timing fluctuate 
with the clients’ needs and budgets. Approximately 87% (2012 – 77%) of software license revenue was 
generated from annuity/maintenance licensing and 13% (2012 – 23%) from perpetual licenses. 

The Corporation's consulting, support and training group provides its services in Calgary at its regional 
offices and/or at the client's specified location(s) around the world. The table below sets out the revenues 
for principal products or services. 

Years ended March 31, 2013 2012

($ thousands)

Software licenses 62,961       55,582       
Professional services 5,659         5,452         

Total revenue 68,620       61,034       

Software license revenue - % of total revenue 92% 91%
Professional services - % of total revenue 8% 9%  

Marketing Strategies 

In addition to the Corporation's office in Calgary, there are sales and technical support offices in Houston, 
Caracas, London, Dubai, and Bogota. The Calgary office, which currently employs 141 full-time persons, 
is the head office and regional office for the Canadian sales region. It is also the location of all research 
and development activity for the Corporation and the Corporation's services group. 
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The Corporation's marketing strategies remain focused on its positions of strength and on increasing 
market penetration in the five regions where it currently has sales offices. In addition, the Corporation has 
strategic alliances with third parties around the world. These alliances range from formal joint projects to 
agency relationships and business alliances and are utilized to assist the Corporation's marketing 
personnel in expanding the business. 

The Corporation has product superiority in the simulation of advanced processes. In addition, the 
Corporation's annual commitment to research and development and its close ties to various research 
institutions around the world ensure that its products remain leading-edge technologies. The 
Corporation's strengths, coupled with a full suite of software solutions, provide its marketing teams with 
powerful products and services to sell. 

Research and Development Costs 

Research and development expenditures are significant and are anticipated to continue to be significant 
for the Corporation, as a result of the commitment to research and development necessary to sustain a 
competitive advantage in its existing product suite of software and its commitment to the new DRMS 
development. In the fiscal years ended March 31, 2013 and 2012, the Corporation invested $12.5 million 
and $10.6 million, respectively, in research and development, which includes its share of the DRMS 
research and development project costs, all of which was expensed to earnings. The Corporation's 
approach to this area of investment is to select projects driven by immediate client need by refining 
software already in use, amending software in anticipation of client need, or advancing the technology to 
better serve the client. 

Personnel 

The Corporation currently employs 173 persons worldwide, including salaried employees and 
consultants.  

Risk Factors 

Commodity Price Risk  

The Corporation's clients are oil and gas companies and it might, therefore, be assumed that its financial 
results are significantly impacted by commodity prices. The Corporation has, in fact, experienced growth 
in software license revenues during depressed oil price markets which confirms its belief that software 
license sales are influenced more by the utility of the software as opposed to the prevailing commodity 
price. However, different circumstances could prevail in the future. Low oil prices and resulting lower cash 
flow in the industry could impact how clients license the Corporation's software; sales of perpetual 
licenses may decrease in favour of leasing software on a term basis. 

Volatility in commodity prices could have an impact on the Corporation’s consulting business. However, 
this business segment generates less than 10% of total revenues and the Corporation has no current 
plans to significantly expand this area of business. 

Credit and Liquidity Risks 

The Corporation’s product demand is dependent on its clients’ overall spending plans which are driven by 
commodity prices and the availability of capital. This risk is mitigated by having a diversified client base 
with the majority of revenues derived from larger entities that are not as affected by the market volatility or 
cyclical downturns in commodity prices.  

In addition, the Corporation’s diversified geographic profile helps to mitigate the effects of economic 
recessions and instability experienced in any particular geographic region. 
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The Corporation mitigates the collection risk by closely monitoring its accounts receivable and assessing 
the creditworthiness of its clients. The Corporation has not had any significant losses to date.  

With respect to liquidity, the Corporation had $59.4 million in cash at March 31, 2013 which more than 
covers its obligations and more than $0.8 million of the credit facility available for its use. The 
Corporation’s cash is held with a reputable banking institution. Consequently, the Corporation believes 
that its liquidity risk is low.  

Sales Variability Risk  

The Corporation's software license revenue consists of annuity/maintenance software licensing, which is 
generally for a term of one year or less, and perpetual software licensing, whereby the client purchases a 
current version of the software and has the right to use that version in perpetuity. Software licensing 
under perpetual sales is a significant part of the Corporation's business, but is more variable in nature as 
the purchase decision and timing fluctuate with clients' needs and budgets. The Corporation has found 
that a number of clients prefer to acquire perpetual software licenses rather than leasing the software on 
an annual basis. The Corporation’s experience over the last few years is that a number of these clients 
are purchasing additional licenses to allow more users to access the Corporation's technology in their 
operations. The Corporation has found that a large percentage of its clients who have acquired perpetual 
software licenses are subsequently purchasing maintenance licenses to ensure they have access to the 
Corporation's current technology.  

The variability in sales of perpetual licenses may cause significant fluctuations in the Corporation’s 
quarterly and annual financial results, and these results may not meet the expectations of analysts or 
investors. Accordingly, the Corporation’s past results may not be a good indication of its future 
performance.  

The Corporation's clients are both domestic and international oil and gas companies and for the years 
ended March 31, 2013 and 2012, no client represented revenue in excess of 10% of total revenue.  

Foreign Exchange Risk  

The Corporation's reported results are affected by the exchange rate between the Canadian dollar and 
the US dollar as approximately 67% (2012 – 73%) of its product revenues in fiscal 2013 are denominated 
in US dollars. Approximately 23% (2012 – 24%) of the Corporation's costs in fiscal 2013 are denominated 
in US dollars and provide a partial economic hedge on revenues, against the fluctuation in currency 
exchange between the US and the Canadian dollar. The Corporation's residual revenues and costs are 
primarily denominated in Canadian dollars and its policy is to convert excess US dollar cash into 
Canadian dollars when received. 

Geopolitical Risks 

CMG sells its products and services in over 50 countries worldwide, and has operations in a number of 
different countries. Some of these countries have greater economic, political and social risks than 
experienced in North America which may adversely affect the Company’s sales, costs and operations in 
those jurisdictions. Some of those risks include:  

- Currency restrictions and exchange rate fluctuations 

- Civil unrest and political instability 

- Changes in laws governing existing operations and contracts 

- Changes to taxation policies dramatically increasing tax costs to the Company 

- Economic and legal sanctions 

- Non-compliance with applicable anti-corruption and bribery laws 
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Any disruption in our ability to complete a sale cycle, including disruption of travel to customers’ locations 
to provide training and support, and the cost of reorganizing daily activities of foreign operations, could 
have an adverse effect on our financial condition. CMG mitigates the potential adverse effect on sales by 
invoicing for the full license term in advance for the majority of software license sales and by invoicing as 
frequently as the contract allows for consulting and contract research services.  CMG closely monitors the 
business and regulatory environments of the countries in which it conducts operations to minimize the 
potential impact on costs and operations.  

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

Competition Risk  

Competition is a risk for the Corporation as it is for almost every company in every sector. The reservoir 
simulation software industry currently consists of four major suppliers (including the Corporation) and a 
number of small suppliers. Some of the other suppliers, including two major suppliers, offer products or oil 
field services outside the scope of reservoir simulation. Some potential clients may prefer to deal with 
such multi-service suppliers, while others prefer an independent supplier such as the Corporation. 

Although competition is active, the Corporation believes that its proven technology and the 
comprehensive scope of its products, combined with its international presence and recognition as a major 
independent supplier, provide distinct competitive advantages. 

Sustaining competitive advantage is another concern, and the Corporation addresses this by making a 
significant ongoing commitment to research and development spending. The Corporation spent $12.5 
million (2012 - $10.6 million) in product research and development in its most recently completed fiscal 
year.  

The introduction by competitors of products embodying new technology and the emergence of new 
industry standards and practices could render the Corporation's products obsolete and unmarketable and 
could exert price pressures on existing products which could have negative effects on the Corporation’s 
business, operating results and financial condition.  

There is a significant barrier for new entrants into the reservoir simulation software industry. The cost of 
entry is substantial as a significant investment in research and development is required. In addition, to 
become a major supplier, a significant time investment is required to build quality relationships with 
potential clients. 

Labour Risk  

The Corporation’s continued success is substantially dependent on the performance of its key employees 
and officers. The loss of the services of these personnel as well as failure to attract additional key 
personnel could have a negative impact upon the Corporation’s business, operating results and financial 
condition. Due to high levels of competition for qualified personnel, there can be no assurance that the 
Corporation will be successful in retaining and attracting such personnel. The Corporation attempts to 
overcome this by offering an attractive compensation package and providing an environment that 
provides the intellectual and professional stimulation sought by its employee group.  

Intellectual Property Risk  

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

The Corporation does not know of any infringement of any third party's patent rights, copyrights, trade 
secrecy rights or other intellectual property disputes in the development or support of its products. 

RESULTS OF OPERATIONS 

The Management's Discussion and Analysis ("MD&A") of financial condition and results of operations for 
the year ended March 31, 2013 is incorporated herein by reference. The Corporation's MD&A is available 
on the System of Electronic Document Analysis and Retrieval ("SEDAR") at www.sedar.com. 

DESCRIPTION OF CAPITAL STRUCTURE  

The Corporation is authorized to issue an unlimited number of Common Shares, an unlimited number of 
Non-Voting Shares and an unlimited number of preferred shares, of which 38,155,890 Common Shares 
are issued and outstanding as at May 22, 2013. 

Common Shares 

The holders of Common Shares will be entitled to dividends if, as and when declared by the directors, to 
one vote per share at meetings of the holders of Common Shares and, upon liquidation, dissolution or 
winding up, to receive pro rata the remaining property and assets of the Corporation as are distributable 
to the holders of the Common Shares, subject to the rights of shares having priority over the Common 
Shares. All of the Common Shares currently outstanding are fully-paid and non-assessable. The holders 
of Common Shares have been issued rights pursuant to the Corporation's Shareholder Rights Plan (as 
described below) in respect of each Common Share. 

Non-Voting Shares 

The Non-Voting Shares were originally granted to Foundation CMG pursuant to the February 27, 1997 
Acquisition Agreement. The last of the previously issued Non-Voting Shares were converted to Common 
Shares on June 4, 2010 and there are currently no issued and outstanding Non-Voting Shares.  

Holders of Non-Voting Shares are entitled to receive notice of and attend at all meetings of the 
shareholders of the Corporation. The holders of Non-Voting Shares are entitled to elect one director to 
the board of directors (the “Board”) of the Corporation, so long as the number of issued and outstanding 
Non-Voting Shares represents at least 10% of the aggregate number of issued and outstanding Non-
Voting Shares and Common Shares, but will not be otherwise entitled to vote at a meeting of 
shareholders except as may be required by law or by regulatory authorities.  

The holders of Non-Voting Shares rank equal to the holders of Common Shares in their entitlement to 
dividends if, as and when declared by the directors and upon liquidation, to receive such assets of the 
Corporation as are distributable to the holders of the Common Shares and the Non-Voting Shares. The 
holders of Non-Voting Shares have been issued rights pursuant to the Corporation's Shareholder Rights 
Plan (as described below) in respect of each Non-Voting Share. 
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Preferred Shares 

Preferred shares may be issued from time to time in one or more series, each series consisting of a 
number of preferred shares as determined by the Board of the Corporation, who may also fix the 
designation, rights, privileges, restrictions and conditions attached to the shares of each series of 
preferred shares. 

The preferred shares of each series shall, with respect to the payment of dividends and the distribution of 
assets or return of capital in the event of liquidation, dissolution or winding-up of the Corporation, whether 
voluntary or involuntary, or any other return of capital or distribution of the assets of the Corporation 
among its shareholders for the purpose of winding up its affairs, be entitled to preference over the 
Common Shares and the Non-Voting Shares and over any other shares of the Corporation ranking by 
their terms junior to the preferred shares of that series. 

Shareholder Rights Plan 

On May 18, 2006, the Board adopted a shareholder rights plan (the "Original Rights Plan") which was 
ratified and confirmed by the shareholders of the Corporation at the annual and special meeting of 
shareholders held on July 13, 2006.  

On May 21, 2009, the Board reviewed the Original Rights Plan and determined that it was in the best 
interest of the Corporation to continue to have a shareholder rights plan in place. The Corporation, 
therefore, adopted a new shareholder rights plan (the "Rights Plan") which is identical in all respects to 
the Original Rights Plan, with the exception of certain minor amendments which have been made to 
provide for renewal or approval of the Rights Plan every three years (rather than only one-three year 
period as was set out in the Original Rights Plan) and to update references to statutory provisions now 
out of date.  

The Rights Plan was implemented by way of a rights plan agreement dated effective May 21, 2009 
between the Corporation and Computershare Trust Company of Canada, as rights agent, and was ratified 
and confirmed by the shareholders of the Corporation at the annual and special meeting of shareholders 
held on July 9, 2009.  

On May 23, 2012, the Board considered the merits of renewing the Rights Plan on or before the third-year 
anniversary of shareholder approval of the plan and determined that it was in the best interest of the 
Corporation to continue to have a shareholder rights plan in place.  Upon careful review, the Board 
agreed to approve an amended and restated rights plan (the "Amended and Restated Rights Plan") 
between the Corporation and Valiant Trust Company (the "Rights Agent"), which is identical in all 
respects to the Rights Plan with the exception of certain minor amendments.  

The Board placed an Amended and Restated Rights Plan before shareholders for approval at the annual 
meeting of shareholders held on July 12, 2012, where it was ratified and confirmed by the shareholders of 
the Corporation.  

The Board adopted the Amended and Restated Rights Plan to ensure, to the extent possible, that all 
shareholders of the Corporation are treated equally and fairly in connection with any takeover bid or 
similar offer for all or a portion of the outstanding Common Shares or Non-Voting Shares of the 
Corporation. The Amended and Restated Rights Plan discourages discriminatory, coercive or unfair 
takeovers of the Corporation and gives the Board time, if in the circumstances the Board determines it is 
appropriate to take such time, to pursue alternatives to maximize shareholder value in the event an 
unsolicited takeover bid is made for all or a portion of the outstanding Common Shares or Non-Voting 
Shares of the Corporation. 
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The Amended and Restated Rights Plan will remain in effect until termination of the annual meeting of 
shareholders of the Corporation in 2015 unless the term of the Amended and Restated Rights Agreement 
is extended beyond such date by resolution of shareholders at such meeting.  

A complete copy of the current Amended and Restated Rights Plan Agreement has been filed and is 
available on SEDAR at www.sedar.com. 

DIVIDEND POLICY 

The amount of cash dividends declared and paid per Common Share for each of the three most recently 
completed fiscal years is as follows: 

($ per share) Q1 Q2 Q3 Q4

Dividends declared and paid per Common Share 0.160     0.160     0.160     0.160     

Special dividend declared and paid per Common Share 0.100     -             -             

Total dividends declared and paid 0.260     0.160     0.160     0.160     

Q1 Q2 Q3 Q4

Dividends declared and paid per Common Share 0.105     0.110     0.110     0.130     

Special dividend declared and paid per Common Share 0.100     -             -             -             
Total dividends declared and paid 0.205     0.110     0.110     0.130     

Q1 Q2 Q3 Q4

Dividends declared and paid per Common Share 0.090     0.095     0.100     0.100     
Special dividend declared and paid per Common Share 0.085     -             -             -             
Total dividends declared and paid 0.175     0.095     0.100     0.100     

2013

2012

2011

 

Subsequent to March 31, 2013, the Corporation declared a quarterly dividend of $0.18 per share and a 
special dividend of $0.05 per share on its Common Shares, payable on June 14, 2013 to shareholders of 
record as of June 7, 2013. 

The Corporation's Board adopted a dividend policy in May 2004 which states that the Corporation intends 
to continue to declare a quarterly dividend in line with its overall financial performance and cash flow 
generation. Decisions on dividend payments are made on a quarterly basis by the Board. There can be 
no assurance as to the amount or payment of such dividends in the future. The payment of dividends is 
not restricted except so as to comply with the Business Corporations Act (Alberta) which prevents 
companies from declaring and paying dividends if there are reasonable grounds for believing that the 
Corporation is, or would after the payment be, unable to pay its liabilities as they become due or if the 
realizable value of the Corporation's assets would thereby be less than the aggregate of its liabilities and 
stated capital of all classes. 
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MARKET FOR SECURITIES  

The Common Shares of the Corporation are listed and posted for trading on the Toronto Stock Exchange 
(“TSX”) under the symbol "CMG". The following table sets forth the price range and trading volume of the 
Common Shares as reported by the TSX for the periods indicated: 

Period High ($) Low ($) Volume 

2012    
April 16.52 14.76 442,163 
May 18.75 16.51 623,971 
June 18.26 16.29 830,509 
July 18.70 16.74 453,926 
August 18.75 17.84 475,827 
September 19.41 18.10 655,719 
October 20.35 18.76 1,530,843 
November 20.50 18.52 544,197 
December 21.50 19.15 1,178,178 
    
2013    
January 22.72 21.00 674,424 
February 22.57 20.56 1,586,350 
March 22.00 20.30 745,809 
April 21.61 19.88 742,475 
to May 22, 2013 22.20 19.92 1,077,723 
 

DIRECTORS AND OFFICERS 

Directors are elected each year at the annual meeting of shareholders of the Corporation to hold office 
until the close of the next annual meeting of shareholders of the Corporation or until they resign or their 
successors are elected or appointed. The last annual meeting of the shareholders was held on July 12, 
2012 and an annual meeting of shareholders is scheduled for July 11, 2013 to deal with the business of 
the Corporation for fiscal 2014. 

The following table sets forth the directors and officers of the Corporation, all positions and offices with 
the Corporation now held by them and their principal occupations for the past five years. 

Name and Municipality of 
Residence 

Position with the Corporation Principal Occupation 
For the Past Five Years 

Kenneth M. Dedeluk 
Alberta, Canada 

President and Chief Executive 
Officer 
Director (since July 13, 2000) 

President and Chief Executive Officer 
of the Corporation since August 1, 
2000.  

   

Robert R. Eastick 
Alberta, Canada 

Vice President, DRMS 
Development 

Vice President, DRMS Development 
since November 2012. Prior thereto, 
Vice President, DRMS and 
Visualization from June 2012 to 
October 2012 and from December 
2011 to May 2012, Vice President, 
Visualization of the Corporation. From 
February 2007 to November 2011, 
Manager, Visualization and 
Deployment of the Corporation. 
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Name and Municipality of 
Residence 

Position with the Corporation Principal Occupation 
For the Past Five Years 

   
James C. Erdle 
Texas, USA 

Vice President, USA and Latin 
America 

Vice President, USA and Latin 
America of the Corporation since June 
2008. Prior thereto, Managing Director 
of the Corporation’s US subsidiary and 
GCC Region Sales from August 2003 
to May 2008. 

   
Christopher L. Fong

(1) 

Alberta, Canada 
Director (since February 9, 
2012) 

Independent businessman. From 
February 2008 until retirement in May 
2009, Global Head, Corporate 
Banking, Energy with RBC Capital 
Markets. Prior thereto, Managing 
Director, Corporate Banking, Energy 
with RBC Capital Markets from 1999 to 
February 2008. Currently sits on the 
Petroleum Advisory Committee of the 
Alberta Securities Commission. 

   
R. David Hicks 
Dubai, UAE 

Vice President, Eastern 
Hemisphere 

Vice President, Eastern Hemisphere of 
the Corporation since April 2013. From 
October 2011 to March 2013, General 
Manager, Eastern Hemisphere of the 
Corporation. From April 1998 to 
September 2011, Account Manager, 
European Region of the Corporation. 

   
Patrick Jamieson, Ph.D.

(2) 

Alberta, Canada  
Director (since May 24, 2007) Independent oil and gas technology 

consultant since August 2011. From 
May 2004 to July 2011, Senior 
Advisor, Technology at Nexen Inc., a 
public oil and gas company listed on 
the Toronto Stock Exchange and the 
New York Stock Exchange. Chairman 
and Director of CMG Reservoir 
Simulation Foundation since February 
2007 and April 2006, respectively.  

   
John Kalman

(3)
  

Alberta, Canada 
Vice President, Finance and 
Chief Financial Officer 

Vice President, Finance of the 
Corporation since September 2008 
and Chief Financial Officer of the 
Corporation since December 2008. 
From June 2007 to June 2008, Vice 
President, Finance and Chief Financial 
Officer of Grand Banks Energy 
Corporation.  

   
Peter Kinash, C.A.

(1) 

Alberta, Canada 
Director (since June 29, 2004) Chief Financial Officer since 2002 and 

India Chief Operating Officer since 
2010 of Replicon Inc., a private 
software company. During this time, he 
was also Chief Financial Officer of 
public company Aqua-Pure Ventures 
Inc. from April 2008 to October 2008.  
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Name and Municipality of 
Residence 

Position with the Corporation Principal Occupation 
For the Past Five Years 

   
Kathy L. Krug 
Alberta, Canada 

Corporate Secretary Partner, Norton Rose Canada LLP, 
Barristers & Solicitors, since 2007 and 
prior thereto an associate with the 
same firm. 

   
Ronald D. Kutney

(4)
  

Alberta, Canada 
Vice President, Special Projects Vice President, Special Projects of the 

Corporation since April 2013. Prior 
thereto, Vice President, Canada and 
Eastern Hemisphere of the 
Corporation from January 2012 to 
March 2013. From June 2008 to 
December 2011, Vice President, 
Eastern Hemisphere of the 
Corporation. Prior thereto, Vice 
President, Sales and Marketing of the 
Corporation from 2000 to June 2008.  

   
Frank L. Meyer 

(2)(5)
 

Alberta, Canada 
Director (since October 18, 
1996) 
Chairman of the Board 

Consultant, Normey Enterprises (2002) 
Inc., a consulting company, since 
2002. From August, 2000 to 
September 30, 2002, Senior Advisor to 
the Corporation. From October 1996 to 
August 1, 2000, President and Chief 
Executive Officer of the Corporation. 
Director of CMG Reservoir Simulation 
Foundation, a not-for-profit software 
research company, since November 
1985 and President of CMG Reservoir 
Simulation Foundation from November 
1985 to May 2010. 

   
Long X. Nghiem  
Alberta, Canada 

Vice President, Research and 
Development 

Vice President, Research and 
Development of the Corporation since 
1997. 

   
Ryan Schneider 
Alberta, Canada 

Vice President, Marketing and 
Canadian Sales 

Vice President, Marketing and 
Canadian Sales of the Corporation 
since April 2013. From October 2011 
to March 2013, Vice President, 
Marketing of the Corporation. From 
February 2004 to September 2011, 
Chief Technology Officer of 
Acceleware Ltd.  

   
Robert F.M. Smith 

(1)
 

Alberta, Canada 
Director (since August 5, 1998) Independent financial and business 

consultant since 1996. Director of 
CMG Reservoir Simulation Foundation 
since August 2010.  
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Name and Municipality of 
Residence 

Position with the Corporation Principal Occupation 
For the Past Five Years 

   
John B. Zaozirny, Q.C. 

(2)(6)
 

Alberta, Canada 
Director (since November 10, 
1996) 

Vice Chair, Canaccord Genuity Corp., 
an investment dealer, since May 2010 
and prior thereto, Vice Chair of 
Canaccord Financial Inc. Counsel to 
McCarthy Tetrault LLP, a law firm, 
from July 1987 to December 2008. 

Notes: 
(1) Member of the Audit Committee of the Board of Directors. 
(2) Member of the Governance Committee of the Board of Directors. 
(3)  Mr. Kalman has notified the Corporation of his intention to retire from his position of Vice President, Finance and Chief 

Financial Officer effective August 31, 2013. 
(4) Mr. Kutney has notified the Corporation of his intention to retire from his position of Vice President, Special Projects 

effective June 30, 2013.  

(5) Mr. Meyer resigned from the Governance Committee of the Board of Directors effective May 22, 2013. 
(6) Mr. Zaozirny was appointed Lead Director effective May 22, 2013. 

As of May 22, 2013, all directors and officers of the Corporation, as a group, beneficially owned, directly 
or indirectly, or exercised control or direction over 2,762,961 Common Shares, representing 7.24% of the 
total issued and outstanding shares of the Corporation. In addition, all directors and officers of the 
Corporation, as a group, hold options to acquire an aggregate of 1,021,800 Common Shares as at May 
22, 2013. 

No director, officer or shareholder holding sufficient securities of the Corporation to affect materially the 
control of the Corporation, a personal holding company of any such person, or a company for which such 
person is or has acted as a director or executive officer that while such person was acting in that capacity, 
or within a year of the person ceasing to act in that capacity is or has, within the 10 years before the date 
of this Annual Information Form, become bankrupt, made a proposal under any legislation relating to 
bankruptcy or insolvency, or been subject to any proceedings, arrangement or compromise with creditors, 
or had a receiver, receiver manager or trustee appointed to hold the assets of such person, except as 
hereinafter set forth. Mr. Kalman was the Vice President, Finance and Chief Financial Officer and a 
director of Gauntlet Energy Corporation in June 2003 when it filed for and was granted an order pursuant 
to the Companies’ Creditors Arrangement Act (Canada). A plan of arrangement for Gauntlet Energy 
Corporation received court confirmation later that year. 

Conflicts of Interest 

As of May 22, 2013, management of the Corporation is not aware of any material conflict of interest, 
direct or indirect, which may exist as between the Corporation and any director or officer of the 
Corporation other than the ongoing consultancy services provided to the Corporation by a company 
controlled by John Zaozirny. In the fiscal year ended March 31, 2013, the Corporation paid $12,000 to 
Zao Ventures Ltd., a company controlled by Mr. Zaozirny, for government relations and consultancy 
services. This arrangement was terminated effective April 1, 2013. 

Conflicts of interest, if any, which arise will be subject to and governed by procedures prescribed in the 
Business Corporations Act (Alberta) which require a director or officer of a corporation who is a party to, 
or is a director or officer or has a material interest in any person who is a party to a material contract or 
proposed material contract with the Corporation, to disclose his interest and to refrain from voting on any 
matter in respect of such contract unless otherwise permitted under the Business Corporations Act 
(Alberta). 
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AUDIT COMMITTEE INFORMATION 

The following information is provided in accordance with Form 52-110F1 under Multilateral Instrument 52-
110 - Audit Committees. The full text of the audit committee's charter is included in Appendix A of this 
Annual Information Form. 

Composition and Qualifications 

The audit committee consists of three members, all of whom are independent and financially literate. The 
relevant education and experience of each audit committee members is outlined below: 

Robert F.M. Smith (Chair) 
Independent, Financially Literate 

Mr. Smith holds a Bachelor of Commerce degree, majoring in finance, from the University of Calgary and 
has been a director of the Corporation since August 1998. He has been an independent financial and 
business consultant since 1996 and is engaged by clients to evaluate financing options and to assess 
capital investment in or purchase suitability of corporations of similar complexity to the Corporation. As 
Vice-President of the Royal Bank of Canada for 11 years and as a corporate banker with the same bank 
for 24 years prior to that, Mr. Smith has experience in analyzing financial statements and using and 
monitoring the bank's internal control systems and procedures for financial reporting. He has obtained 
additional financial experience and exposure to accounting and financial issues as a director and audit 
committee chairman of several not-for-profit organizations.  

Peter Kinash, C.A. 
Independent, Financially Literate 

Mr. Kinash holds a Bachelor of Commerce degree (with distinction) from the University of Saskatchewan 
and a Chartered Accountant designation. He has been a director of the Corporation since June 2004. He 
has been an independent advisor and consultant on financial matters to emerging and established 
technology companies since 2001, including serving as Chief Financial Officer of Aqua-Pure Ventures 
Inc., a publicly traded company from May to December 2008 and of Replicon Inc., a Calgary-based 
private software company since 2002. As a Chartered Accountant and partner with KPMG LLP (Calgary), 
a chartered accountant firm, Mr. Kinash attained experience in preparing, auditing, analyzing and 
evaluating financial statements. He has an understanding of the accounting principles used by the 
Corporation as well as the implications of those accounting principles on the Corporation's financial 
results. Mr. Kinash has also obtained significant financial experience and exposure to accounting and 
financial issues as a director and audit committee member of other public and private companies. 

Christopher L. Fong 
Independent, Financially Literate 

Mr. Fong has been a director of the Corporation since February 2012. He graduated with a Bachelor of 
Chemical Engineering from McGill University, has post graduate courses in Finance, Economics and 
Accounting from McGill University and the University of Calgary and is a Professional Engineer with more 
than 35 years experience in the energy business. Mr. Fong retired in May 2009 from his position as 
Global Head, Corporate Banking, Energy with RBC Capital Markets which he held since February 2008. 
Prior thereto he was Managing Director, Corporate Banking, Energy with RBC Capital Markets from 1999 
to February 2008. He currently sits on the Petroleum Advisory Committee of the Alberta Securities 
Commission. Mr. Fong also currently serves on the board of directors of Anderson Energy Ltd. and 
Canadian Natural Resources Limited. 
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Pre-Approval Policies and Procedures 

The Corporation's audit committee has adopted the following policies and procedures with respect to the 
pre-approval of audit and permitted non-audit services to be provided by KPMG LLP: 

The audit committee has pre-approved the provision of specific permitted audit, tax and other non-audit 
services by KPMG LLP and has granted the Chief Financial Officer the authority to retain KPMG LLP's 
services on the basis of this pre-approval. A report on the permitted audit, tax and other non-audit 
services provided to the Corporation is presented to the audit committee on an annual basis. All proposed 
services and the fees payable in connection with such services that have not already been pre-approved 
must be pre-approved by either the Chairman of the Audit Committee or the full Board depending upon 
the size of the engagement. 

Of the fees reported below under the heading "External Auditor Service Fees," none of the fees billed by 
KPMG LLP were approved by the audit committee pursuant to an available de minimis exception that the 
Corporation relied on. 

External Auditor Service Fees 

The following table provides information about the fees billed to the Corporation for professional services 
rendered by KPMG LLP during the fiscal years ended March 31, 2013 and 2012: 

Years ended March 31, 2013 2012

($)

Audit Fees 128,625     123,875     

Audit-Related Fees -                 15,000       

Tax Fees 86,764       34,020       

TOTAL 215,389     172,895      

Audit Fees: Audit fees consist of fees for the audit of the Corporation's annual financial statements or 
services that are normally provided in connection with statutory and regulatory filings or engagements, 
including the review of interim financial statements.  

Audit-Related Fees: Audit-related fees consist of fees for assurance and related services that are 
reasonably related to the performance of the audit or review of the Corporation's financial statements and 
are not reported as Audit Fees. The services provided in this category included research of accounting 
and audit-related issues, including the transition to International Financial Reporting Standards (“IFRS”). 

Tax Fees: Tax fees consist of fees for tax compliance services, tax advice and tax planning. The services 
provided in this category included assistance and advice in relation to the preparation of corporate 
income tax returns and other filings, and research and advice on international and other tax matters. 

TRANSFER AGENT AND REGISTRAR  

The transfer agent and registrar for the Common Shares is Valiant Trust Company at its principal office in 
Calgary, Alberta.  

MATERIAL CONTRACTS  

The DRMS Agreement which was entered into between the Corporation and Shell in May 2006 and to 
which Petrobras became a party to in October 2006 remains in effect and is the Corporation's only 
material contract, other than contracts entered into in the ordinary course of business, currently in effect. 
For a description of the material terms of this contract, please refer to the description under the heading 
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"General Development of the Business - History of the Corporation Including Significant Acquisitions and 
Dispositions". A copy of the DRMS Agreement has been filed on SEDAR at www.sedar.com. 

INTERESTS OF EXPERTS  

KPMG LLP, the external auditor, has prepared an opinion with respect to the Corporation’s consolidated 
financial statements as at and for the year ended March 31, 2013. In connection with the audit of the 
Corporation’s annual financial statements for the year ended March 31, 2013, the auditors confirmed that 
they are independent within the meaning of the Rules of Professional Conduct of the Institute of 
Chartered Accountants of Alberta. 

ADDITIONAL INFORMATION 

Additional information, including information as to the remuneration and indebtedness of directors and 
officers of the Corporation, the principal holders of the Corporation's securities, options to purchase the 
Corporation's securities, and the interests of insiders in material transactions, where applicable, is 
contained in the Corporation's Management Information Circular prepared in connection with the most 
recent annual meeting of shareholders that involved the election of directors. Additional financial 
information, including the consolidated financial statements and MD&A for the year ended March 31, 
2013, is contained in the Annual Report of the Corporation for the year ended March 31, 2013.  

Copies of this Annual Information Form, the Corporation's Annual Report, any interim financial statements 
of the Corporation subsequent to financial statements contained in the Annual Report, the Corporation's 
Management Information Circular and other additional information relating to the Corporation are 
available on SEDAR at www.sedar.com. 
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APPENDIX A 
COMPUTER MODELLING GROUP LTD. 

AUDIT COMMITTEE CHARTER 

A. FUNCTION 

The Audit Committee is part of the Board of Directors of Computer Modelling Group Ltd. and its function 
is to assist the Board in fulfilling its stewardship with respect to: (i) the oversight, review and approval of 
the financial statements and reports and financial reporting processes of the Corporation, (ii) the 
relationship with the external auditor and the audit process, and (iii) the adequacy and effectiveness of 
internal control over financial reporting and disclosure controls and procedures that management has 
established. The Audit Committee provides assistance by reviewing, reporting, and recommending its 
stewardship matters to the Board for consideration and decision. 

B. CONSTITUTION  

1. The Audit Committee members shall be appointed by the Board and serve at the pleasure of the 
Board until they are succeeded or resign. Where a vacancy occurs at any time in the membership 
of the Audit Committee, it shall be filled by the Board. 

2. The Audit Committee shall be constituted with a minimum of three directors, each of whom shall 
satisfy the independence, financial literacy and experience requirements of applicable laws, rules 
or guidelines, any applicable stock exchange requirements or guidelines or any other applicable 
regulatory rules (see Appendix 1 and NI 52-110, 1.4, 1.5 and 1.6). Determinations as to whether 
a particular director satisfies the requirements for membership shall be made by the Board with 
the assistance of the Governance Committee if requested by the Board. A majority of the Audit 
Committee shall constitute a quorum for the transaction of business. 

3. The Chair of the Audit Committee may be designated by the Board or, if the Board does not do 
so, the members of the Audit Committee may elect a chair by a vote of a majority of the full Audit 
Committee membership. 

4. A recording assistant for the Audit Committee shall be appointed by the Audit Committee. 

C. COMMUNICATION, AUTHORITY TO ENGAGE ADVISORS 

1. The Audit Committee shall have access to such officers and employees of the Corporation, the 
Corporation’s external auditor and information respecting the Corporation as it considers 
necessary or advisable to perform its duties and responsibilities.  

2. Any employee may bring before the Audit Committee, on a confidential basis and anonymously if 
desired, any matter involving the Corporation's financial practices or transactions. [NI 52-110, 
2.3(7)] 

3. The Audit Committee provides an avenue for communication with the external auditor and 
financial management and the Board. The external auditor shall have a direct line of 
communication to the Audit Committee through its Chair and shall report directly to the Audit 
Committee. [NI 52-110, 2.2] 

4. In discharging its obligations and in appropriate circumstances, the Audit Committee may engage 
outside advisors at the expense of the Corporation. [NI 52-110, 4.1] 

5. The Corporation shall be responsible for all expenses of the Committee that are deemed 
necessary or appropriate by the Committee in carrying out its duties. 
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D. MEETINGS, MINUTES AND REPORTING 

1. The Audit Committee shall determine the number of, dates and times, place and the procedures 
for meetings provided that: 

a) the Audit Committee meets at least quarterly; 

b) the Audit Committee shall meet prior to Board meetings for the purpose of reviewing and 
preparing recommendations to the Board; 

c) agendas and preparation documents are sent to directors with sufficient time for study 
prior to the meetings; 

d) there be a quorum of a majority of members present in person or via telephone or other 
communication facilities that permits all those directors participating to hear each other; 

e) in the absence of the Audit Chair, a chair for a meeting is chosen at the meeting; 

f) resolutions are decided by a majority vote, the chair not having a second or casting vote; 
and 

g) the Audit Committee shall hold in camera sessions at every meeting, (1) without 
management present, and (2) without the auditor present. 

2. The recording assistant of the Audit Committee shall record minutes of the meetings and, after 
review by the Audit Chair and by the CFO, ensure minutes are included in the next subsequent 
Board meeting book, as information for all directors.  

3. The Audit Chair shall make a report, verbal or written, of each meeting and recommendations at 
the next Board meeting following such Audit Committee meeting. 

E. STEWARDSHIP FUNCTIONS  

Relationship with External Auditor 

1. The Audit Committee shall: 

a) review and evaluate on an annual basis the performance of the external auditor and 
make a recommendation to the Board as to the nomination or re-appointment of the 
external auditor and the compensation of the auditor for the purpose of preparing or 
issuing an auditor's report or performing other audit review or attest services, ensuring 
that such auditor is a participant in good standing pursuant to applicable securities laws; 
[NI 52-110, 2.3(2)] 

b) review and approve the audit plan of the external auditor with the external auditor, 
including the staffing thereof, prior to the commencement of the audit;  

c) oversee the work of the external auditor in performing its audit review or attest services 
and oversee the resolution of any disagreements between management of the 
Corporation and the external auditor; [NI 52-110, 2.3(3)] 

d) as may be required by all securities laws, rules and guidelines, either: (i) pre-approve all 
non-audit services to be provided by the external auditor to the Corporation (and its 
subsidiaries, if any) or, in the case of de minimus non-audit services where the aggregate 
fees for such services is no more than 5% of all the fees paid to the external auditor, 
approve such non-audit services prior to the completion of the audit [NI 52-110, 2.4, 2.5]; 
or (ii) adopt specific policies and procedures for the engagement of the external auditor 
for the purposes of the provision of non-audit services [NI 52-110, 2.6] provided such 
policies and procedures are: (A) detailed as to the particular services, (B) the Audit 
Committee is informed of the services and (C) the procedures do not include delegation 
of the Audit Committee's responsibilities to management; 
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e) review and discuss with the external auditor all significant relationships that the external 
auditor and its affiliates have with the Corporation and its affiliates in order to determine 
the external auditor's independence, including, without limitation: 

(i) requesting, receiving and reviewing, on a periodic basis, a formal written 
statement from the external auditor delineating all relationships that may 
reasonably be thought to bear on the independence of the external auditor with 
respect to the Corporation; 

(ii) discussing with the external auditor any disclosed relationships or services that 
may impact the objectivity and independence of the external auditor; and 

(iii) recommending that the Board take appropriate action in response to the external 
auditor's report to satisfy itself of the independence of the external auditor; and 

f) monitor the rotation of the partners on the audit engagement team in accordance with 
applicable law; and  

g) review and approve the hiring policies of the Corporation regarding partners and 
employees and former partners and employees of the present and former external 
auditor of the Corporation. [NI 52-110, 2.3(8)] 

Financial Statements and Financial Reporting  

2. The Audit Committee shall: 

a) review with management and the external auditor and recommend to the Board for 
approval, the Corporation’s annual financial statements, interim financial reports, MD&A 
accompanying such financial statements and reports, the reports of the external auditors 
thereon, and related financial reporting, including related press releases and the annual 
report, before public disclosure; [NI 52-110, 2.3(5)] 

b) review with management and recommend to the Board for approval, the Corporation's 
annual information form; 

c) consider and be satisfied that adequate procedures and policies are in place for the 
review of the Corporation's public disclosure of financial information extracted or derived 
from the Corporation's financial statements, other than public disclosure referred to in 
clause 2(a) above, and periodically assess the adequacy of such procedures; [NI 52-110, 
2.3(6)] 

d) consider and be satisfied that appropriate processes are in place with respect to 
applicable certification requirements regarding the Corporation's annual financial 
statements and interim financial reports and other disclosure; 

e) upon completion of each audit, review with the external auditor the results of such audit, 
which includes but not be limited to: 

(i) reviewing the scope and quality of the audit work performed; 

(ii) reviewing the capability of the Corporation’s financial personnel; 

(iii) reviewing the co-operation received from the Corporation’s financial personnel 
during the audit; 

(iv) reviewing the internal resources used; 

(v) reviewing significant transactions outside of the normal business of the 
Corporation;  

(vi) reviewing the appropriateness of the accounting policies applied in the 
Corporation's financial statements and reports and whether they are considered 
as aggressive, balanced or conservative; and 
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(vii) reviewing significant proposed adjustments and recommendations for improving 
internal accounting controls, accounting principles or management systems, 
internal control over financial reporting or disclosure controls and procedures; 

f) review Audit Committee information within the draft information/proxy circular and annual 
information form and recommend to the Board for approval; 

g) review with management and recommend to the Board for approval, any financial 
statements of the Corporation which have not previously been approved by the Board 
and which are to be included in a prospectus or other public disclosure document of the 
Corporation; 

h) review with management, the external auditor and legal counsel any litigation, claim or 
contingency, including tax assessments, that could have a material effect upon the 
financial position of the Corporation, and the manner in which these matters have been or 
may be disclosed in the financial statements; and 

i) review accounting, tax, legal and financial aspects of the operations of the Corporation as 
the Audit Committee considers appropriate. 

Internal Controls 

3. The Audit Committee shall: 

a) establish procedures for the receipt, retention and treatment of complaints, submissions 
and concerns by employees or otherwise regarding financial reporting and disclosure 
accounting controls or auditing matters on a confidential and anonymous basis and 
review the Corporation's Whistleblower Policy on at least an annual basis; [NI 52-110, 
2.3(7)] 

b) review with management and the external auditor, the adequacy and effectiveness of the 
internal control and disclosure controls and procedures of the Corporation (with particular 
attention given to accounting, financial statements and financial reporting matters) and 
determine whether the Corporation is in compliance with applicable legal and regulatory 
requirements and with the Corporation's policies; 

c) review the external auditor's recommendations regarding any matters including internal 
control over financial reporting and disclosure controls and procedures, and 
management's responses thereto;  

d) review with management, on at least an annual basis, their approach to monitoring the 
performance of internal control over financial reporting in accordance with their CEO/CFO 
certification process, as required by applicable securities laws, rules and guidelines; and 

e) review practices concerning the expenses and perquisites of the CEO, including the use 
of the assets of the Corporation. 

Financial and Derivative Risk Management 

4. The Audit Committee shall: 

a) review with management and the external auditor their assessment of significant financial 
risks and exposure; 

b) review and assess the steps that management has taken to mitigate such risks; and 

c) report the results of such reviews to the Board for the purpose of assisting the Board in 
identifying the principal business risks associated with the business of the Corporation. 
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Matters Delegated by Board 

5. The Audit Committee may deal with any other matters requested by the Board, including, but not 
limited to: reviewing the appropriateness and effectiveness of the Corporation's policies and 
business practices which impact on the financial integrity of the Corporation. 

 


