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EMPOWER TECHNOLOGIES CORPORATION
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE NINE MONTH PERIOD ENDED SEPTEMBER 30, 2012

The following discussion and analysis, prepared as of November 26, 2012, should be read together with
the unaudited interim consolidated financial statements for the nine month period ended September 30,
2012 and related notes attached thereto, which are prepared using accounting policies consistent with
International Financial Reporting Standards. All amounts are stated in Canadian dollars unless
otherwise indicated.
The reader should also refer to the audited financial statements and the Management Discussion and
Analysis for the year ended December 31, 2012. Additional information relating to Empower is
available on SEDAR at www.sedar.com.
Statements in this report that are not historical facts are forward-looking statements involving known
and unknown risks and uncertainties, which could cause actual results to vary considerably from these
statements. Readers are cautioned not to put undue reliance on forward-looking statements.
References in this document to “we”, “us”, “Empower” and “the Company” refer to Empower
Technologies Corporation and its subsidiaries.
DESCRIPTION OF BUSINESS
The Company’s core technology is the LEOs embedded hardware platform. LEOs, which stands for
“Linux Embedded Operating System” is the Company’s branded operating software which allows
product developers and manufacturers to create their own software and embedded hardware, or
integrate the Company’s software or hardware, for their own products. Empower has now included
imaging technology to its core technology. Under the imaging technology, it consists a number of
innovative proprietary technologies under its group - Empower’s proprietary Image Motion
Stabilization (IMS) Technology, Image Signal Correction (ISC) Technology and ISC/IMS enabled
surveillance cameras. Examples of products that developers and manufacturers may produce include
surveillance cameras, automotive cameras and digital signage systems.
The Company’s target customers are product developers and manufacturers in the digital signage and
interactive kiosk, security and surveillance, military, automotive and transportation, healthcare,
industrial control and consumer electronics sectors. In order for the Company to gain market
penetration and recognition of its two core technologies, the Company has decided strategically to
divide sales and marketing into two separate operating divisions:
A: The Empower Embedded Engineering Division:
The embedded engineering division will take over the sales and marketing of LEOs embedded
development platforms and tools. Under its administration, the embedded product division has
developed several models of a LEOs development kit (“Development Kit”) and LEOs embedded
computer system boards (“Computer Boards”) that provide all the software development tools and
hardware platform for developers to create the software and the embedded hardware for their own
products. The embedded technology product division markets and sells the Development Kits and
Computer Boards (also known as “single board computers”) to prospective interested product
developers and manufacturers. It is the division’s goal to sell as many Development Kits and
Computer Boards as possible to achieve product adoption as well as selling engineering services which
include OEM manufacturing. However, there are limitations to the number of Development Kits that
can be sold. The division also believes a large portion of the revenue will be generated from
engineering services and OEM manufacturing. It is because once product developers decide to use the
Development Kit to create the software and hardware for their new product, the division has achieved a
“design win” and the product developer must obtain a LEOs license or buy Computer Boards (with
LEOs embedded) to go into production. Significant revenue for the Company can occur if the
licensee’s product has the potential to have high volume production. There are also possibilities
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customers coming to Empower only for its OEM manufacturing service and it can generate significant
revenue due to the high value of the product or the volume.
B. The Empower Imaging Laboratories Division
This division will take over the marketing and sales of video technology products. One of the very first
imaging technology products is Empower’s proprietary real time translational and rotational Image
Motion Stabilization (IMS) Technology branded under the name “Bullseye”. This state of the arts real
time image stabilizer is the best priced unit under its class. The other is Image Signal Correction (ISC)
Technology products which are under development. The Company will also have video analytic
products in the future. In order to introduce those Empower proprietary imaging technologies and
expedite their market penetration, Empower will embark on a sales and marketing strategy to embed its
proprietary imaging technologies into a line of surveillance camera and sell into the security and
surveillance industry. The Company believes by offering imaging technology product solutions such as
surveillance cameras and video stabilizers that incorporate Empower’s proprietary real time IMS, ISC
and video analytics, it will fast track sales into the market and position Empower’s imaging technology
as the leader in the industry.
The Company intends to generate or increase revenue by sales of the following:
1. Embedded technology products: Development Kits, Single Board Computer, LEOs licensing;
and,
2.

Engineering services: consulting services to OEM/ODM products or technologies, product
development and manufacturing services;

3.

Imaging technology products: proprietary Image Signal Correction (ISC) Technology,
proprietary Image Motion Stabilization (IMS) Technology and product solutions such as
ISC/IMS enabled surveillance cameras and video stabilizers for customer;

In the past, the focus of the Company’s strategy was to develop revenue through licensing of LEOs and
the sales of embedded development platform, tools and single board computer products developed by
the Company. While the Company may generate some revenue from licensing and through the sale of
its own products in the future, it is the Company’s plan to add new source of revenue that has fast
growth opportunity. Therefore, the Company is now focused on generating increased sales from
imaging technology product solutions such as surveillance cameras and video stabilizers and from
offering engineering and manufacturing services to developers and manufacturers.
Principal Products or Services:
The Company is currently selling Development Kits through its distributors and is selling Computer
Boards to several customers. The Company to date has sold Development Kits, Computer Boards and
engineering services. To date, there has been no revenue from licensing. Revenue has been generated
largely from the following sources:
1. Development Kits
The Company has developed two series of Developments Kits. The Empower Development Kit (EDK)
series contains enhancements helping designers accelerate development of digital video applications.
2. Computer Boards
The Company has also recently sold Computer Boards to a number of customers. Like the
Development Kits, the Company has developed a series of Computer Boards.
Computer Boards are currently manufactured by third party contract manufacturers in Asia, however
the Company may contract with other manufacturers, subject to the economics.
3. Imaging Technology
The Company has developed in-house real time video stabilizer technology that can perform shaking
and rolling motion stabilization. It has also developed image enhancement technology called “Image
Signal Correction” Technology or ISC. The Company will be selling surveillance cameras and video
stabilizers that incorporate Empower’s proprietary real time IMS, ISC and video analytics technologies.
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4. Engineering and Manufacturing Services
The Company provides its prospective customers with engineering and manufacturing services
including maintenance and support for the LEOs and its Computer Boards, imaging technology
products, product developments and contract manufacturing.
Recent Developments:
In the last quarter, the Company had the following developments:
1.

Announced, that it has signed an Amended and Restated Share Purchase Agreement (“Amended
Agreement”) with Northstar Electronics, Inc. (OTCBB: NEIK) (“Northstar Electronics”) for the
purchase of Northstar Network Ltd. (“NNL”) to amend the purchase price and further extend the
outside closing date for the transaction. Under the Amended Agreement, the aggregate purchase
price for NNL is reduced to $3,186,176, which Empower will satisfy at closing as follows:
(a) the $61,655 advanced by Empower to Northstar Electronics for working capital will be
deemed paid and set off against the purchase price;
(b) Empower will assume NNL’s liabilities in the amount of $3,012,021; and
(c) Empower will issue to Northstar Electronics common share purchase warrants having a
deemed aggregate value of $112,500, which warrants will entitle the holder to acquire an
aggregate of 4,000,000 Empower common shares for a period of three years from the date of
issuance. The terms of the warrants are as follows: 1,000,000 warrants will be exercisable at $0.10
per Empower share; 1,000,000 warrants will be exercisable at $0.20 per Empower share;
1,000,000 warrants will be exercisable at $0.25 per Empower share; and 1,000,000 warrants will
be exercisable at $0.30 per Empower share. The warrants will provide that the holder will give
Empower not less than 30 days prior written notice of any proposed exercise of warrants to
acquire more than 200,000 Empower shares. Empower has advanced an aggregate of $142,726.66
to NNL to date for working capital. This debt will remain outstanding as an intercompany loan
following closing. The Amended Agreement also provides for a new outside closing date of
September 30, 2012, after which the agreement will terminate unless further extended by the
parties. Closing is anticipated to occur on or before September 30, 2012.
On November 23, 2012, Empower terminated the Northstar Network Ltd. acquisition.

2.

Announced, that it has received conditional approval from TSX Venture Exchange (the
“Exchange”) for the previously announced acquisition of Northstar Network Ltd. (“NNL”) from
Northstar Electronics, Inc. (OTCBB: NEIK) (“Northstar Electronics”). The Exchange requires
Empower to deliver certain requested documentation and satisfy the following conditions prior to
closing:
• Confirmation that NNL will not provide any downstream guarantees to the creditors of NNL,
nor to any creditors of Northstar Electronics.
• Confirmation that Northstar Electronics has received all necessary approvals to affect the sale of
NNL.
Closing of the transaction is subject to a number of additional conditions typical of a transaction
of this nature, as set forth in the definitive purchase and sale agreement between the parties. The
parties have agreed that the outside date for completion of the transaction is September 30, 2012.
There is no assurance that Empower will be able to satisfy the Exchange conditions or that the
other conditions to closing will be satisfied on or prior to the outside date on terms satisfactory to
the parties or at all. Empower will provide a further update as soon as it is in a position to satisfy
the conditions necessary to receive final acceptance from the Exchange and close the transaction.
Performance Capital, Principal Gordon Monk, is acting as the advisor to Empower on the
acquisition.
On November 23, 2012, Empower terminated the Northstar Network Ltd. acquisition.

3

3.

Announced the resignation of Mr. Steve Gupta the director of the Company. Mr. Gupta cited his
fast expanding business, a very busy schedule and the increasing director activities from
acquisition as the reasons for his resignation.

4.

Announced, that it has closed its previously announced non-brokered private placement (the
“Private Placement”) of 1,550,000 units of the Company (“Units”) for aggregate gross proceeds
of $155,000. Each Unit consists of common share of the Company and one-half of a common
share purchase warrant (each whole warrant, a “Warrant”). Each whole Warrant entitles the
holder to acquire an additional common share of the Company for a period of 12 months from the
date of issue at a price of $0.15 per share. The common shares, together with the shares issued on
the exercise of the Warrants, will be restricted from trading for a period of four months from the
date of issuance of the Units, being December 29, 2012, in compliance with TSX Venture
Exchange policies and securities legislation. The proceeds from the Private Placement will be
used for general working capital purposes.

PERFORMANCE SUMMARY
For the three month period ended September 30, 2012, the Company has incurred a loss of $286,280 or
$0.01 per share, compared with a loss of $324,635 or $0.01 per share for the three month period ended
September 30, 2011. This loss represents expenditures related to the ongoing development and
marketing of the Company's products and the acquisition of Northstar Network Ltd. from Northstar
Electronics, Inc. which is terminated on November 23, 2012. This is consistent with the Company's
business plan.
The total expenses excluding share-based compensation decreased to $307,667 for the three months
ended September 30, 2012, compared with $398,255 for the three month period ended September 30,
2011. Revenue decreased to $Nil for the Quarter, compared to $12,000 for the three month period
ended September 30, 2011. For the nine month period ended September 30, 2012, total expense
excluding stock-based compensation decreased to $890,846 compared to $1,242,788 for the nine
month period ended September 30, 2011. Revenue decreased for the nine month period ended
September 30, 2012 to $21,865 from $150,387 for the nine month period ended September 30, 2011.
The decrease is mainly attributable to the completion of all the design win projects and to the
Company’s effort to shift from selling LEOs embedded development kit and engineering service to
sales and marketing of imaging technology products such as surveillance cameras as well as searching
and acquiring complementary revenue producing businesses.
As at September 30, 2012, the Company had cash of $13,843 compared to $22,199 at December 31,
2011. The Company expects overall operating expenses will stay at current level in the foreseeable
future until significant product shipments begin and/or completion of acquisition of Northstar Network
Ltd. which is terminated on November 23, 2012.
RESULTS OF OPERATIONS

Sales
Canada
United States of America
Asia

Cost of Sales
Cost of goods sold
Write-down of inventory

Nine Month
Period Ended
September 30,
2012

Nine Month
Period Ended
September 30,
2011

$

$

21,865

30,000
104,673
15,714

Three Month
Period Ended
September 30,
2012

$

-

Three Month
Period Ended
September 30,
2011

Year Ended
December 31,
2011

$

$

12,000

30,000
104,673
23,099

21,865

150,387

-

12,000

157,772

10,152
10,152

51,112
51,112

-

401
401

51,127
73,292
124,419
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Gross margin

11,713

99,275

-

11,599

33,353

Total expenses

923,175

1,318,047

316,282

419,540

1,405,370

Other items

(60,884)

(219,053)

30,002

83,306

(422,788)

(952,894)

(1,470,642)

(272,523)

(368,702)

(1,824,253)

-

-

-

-

-

(19,452)

32,817

(13,757)

44,067

29,448

$

(972,346)

$ (1,437,825)

$

(286,280)

$

(324,635)

$ (1,794,805)

Loss per share

$

(0.02)

$

(0.03)

$

(0.01)

$

(0.01)

$

(0.04)

Total assets

$

342,945

$

216,057

$

342,945

$

216,057

$

163,983

Income (loss) for the period:
Canada
People's Republic of
China
United States of America

Revenue
Revenues generated for the three months ended September 30, 2012 were $Nil, compared with $12,000
for the three months ended September 30, 2011. For the nine months ended September 30, 2012,
revenues were $21,865 compared with $150,387 for the nine months ended September 30, 2011. The
reason for the decline in revenue is due to the Company changing its sales and marketing effort to
realign the business into two divisions – the embedded engineering and the imaging laboratories. Also
the acquisition of Northstar Network Ltd. which is terminated on November 23, 2012, has further
limited the resources the Company has to keep up with its existing sales and marketing effort to
generate revenue.
Cost of Sales
Cost of material sold during the Quarter was $Nil, compared with $401for the period ended September
30, 2011. For the nine months ended September 30, 2012, cost of sales was $10,152, compared with
$51,112 during the nine months ended September 30, 2011. Cost of sales as a percentage of sales
amounted to 46% in the nine month of 2012, compared with 34% for the same period in 2011.
General and Administrative
General and administrative expenses without stock-based compensation and R&D costs for the three
months ended September 30, 2012 decreased to $289,649 (2011 - $355,443) due to the decrease in
financing and R&D activities. Advertising and promotion decreased to $7,796 (2011 - $18,236) due to
decrease in promotional activities. Consulting fees decreased to $48,000 (2011 - $54,100) due to the
Company’s reduced R&D and company promotion activities. For the nine months ended September 30,
2012, general and administrative costs without stock-based compensation and R&D costs decreased to
$810,044 (2011 - $1,093,085).
Research and Development
Research and Development costs (“R&D costs”) relating to the development and maintenance of
LEOs, adding new operating software and new products are expensed as incurred. R&D costs for the
three month period ended September 30, 2012 were $18,018 compared to $42,812 for the period ended
September 30, 2011. For the nine months period ended September 30, 2012, R&D costs were $80,802
compared to $149,703 for the same period ended September 30, 2011.The R&D cost decrease is due to
the Company’s successful completion of developing its core technology - LEOs operating software.
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Nine Month Period
Ended September
30, 2012

Equipment and supplies
Rent
Salaries and benefits

Nine Month Period
Ended September
30, 2011

Three Month
Period Ended
September 30, 2012

Three Month
Period Ended
September 30, 2011

$

170
34,100
46,532

$

4,896
37,618
107,189

$

8,725
9,293

$

11,253
31,559

$

80,802

$

149,703

$

18,018

$

42,812

SUMMARY OF QUARTERLY RESULTS

Total assets
Share-based payments
Working capital (deficiency)
Shareholders’ deficiency
Revenues
Net loss
Loss per share

Total assets
Share-based payments
Working capital (deficiency)
Shareholders’ deficiency
Revenues
Net loss
Loss per share

Three Months
Ended September
30, 2012

Three Months
Ended June 30,
2012

Three Months
Ended March 31,
2012

Three Months
Ended December
31, 2011

$

$

$

$

$

342,945
8,615
(2,282,776)
(4,965,348)
(286,280)
(0.01)

$

356,335
11,857
(2,006,692)
(4,687,683)
21,865
(259,286)
(0.01)

Three Months
Ended September
30, 2011

Three Months
Ended June 30,
2011

$

$

$

216,057
21,285
(2,212,622)
(4,306,435)
12,000
(324,635)
(0.01)

$

172,790
26,873
(2,061,001)
(4,152,584)
3,714
(453,973)
(0.01)

$

207,936
11,857
(1,840,981)
(4,521,304)
(426,780)
(0.01)

$

Three Months
Ended March 31,
2011
$

$

163,983
49,284
(1,811,087)
(4,489,180)
7,385
(356,980)
(0.01)

Three Months
Ended December
31, 2010

505,809
27,101
(1,993,731)
(4,083,084)
134,673
(659,217)
(0.01)

$

$

265,752
22,704
(2,772,980)
(4,878,833)
(123,740)
(1,029,356)
(0.02)

SELECTED ANNUAL INFORMATION
Year Ended
December
31, 2011
(i)

Year Ended
December
31, 2010
(i)

Year Ended
December
31, 2009
(ii)

$

$

$

Sales
Canada
United States of America
Asia
Europe
Cost of Sales
Cost of material sold
Cost of services
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30,000

28,142

5,836

104,673

266,670

404

23,099

21,812

14,819

157,772

3,109
319,733

21,059

51,127
-

13,653
122,082

5,026
-

Write-off of inventory

73,292
124,419
33,353

4,415
140,150
179,583

10,793
15,819
5,240

Total expenses

1,405,370

2,393,960

2,068,697

Other items

(422,788)

62,379

(1,072)

(1,824,253)
29,448

(2,169,590)
17,592

(2,044,591)
(98,080)
78,142

$(1,794,805)

$ (2,151,998)

$(2,064,529)

Loss per share

$

(0.04)

$

(0.05)

$

(0.05)

Total assets

$

163,983

$

265,752

$

277,071

Loss for the period
Canada
People's Republic of China
United States of America

(i) Presented using accounting policies consistent with International Financial Reporting Standards.
(ii) Presented in accordance with Canadian GAAP and was not required to be restated to IFRS.
Our operations throughout the years displayed above have been focused on the sales and marketing of
our technologies and promoting those technologies to product designers and engineers and the
acquisition of complementary revenue producing businesses.
LIQUIDITY
The Company has financed its operations to date primarily through the issuance of common shares.
The Company continues to seek capital through various means including the issuance of equity and/or
debt. As at September 30, 2012, there were 3,169,000 share purchase warrants outstanding. These
warrants represent a source of equity capital for empower, should they be exercised.
The consolidated financial statements have been prepared using accounting policies consistent with
International Financial Reporting Standards on the assumption that the Company will be able to realize
its assets and discharge its liabilities in the normal course of business rather than through a process of
forced liquidation. The continuing operations of the Company are dependent upon its ability to
continue to raise adequate financing and to commence profitable operations in the future.
As at September 30, 2012
Deficit
Working capital

$
$

(30,039,696)
(2,282,776)

As at September 30, 2011
$
$

(28,710,370)
(2,212,622)

Net cash used in operating activities for the quarter was $95,852 compared to net cash used of
$255,677 for the three month period ended September 30, 2011. The decrease in the use of cash was
primarily due to reduction in R&D activities. For the nine month period ended September 30, 2012,
the net cash used in operating activities was $630,119 compared with net cash used in operating
activities of $825,808 for the nine month period ended September 30, 2011.
Net cash used in investing activities for the quarter was $5,350 compared to net cash used of $nil for
the three month period ended September 30, 2011. For the nine month ended September 30, 2012, the
net cash used in investing activities was $133,840, compared with net cash used in investing activities
of $nil for the nine month period ended September 30, 2011. The cash used during the nine month
period was caused primarily by giving loan to Northstar Network Ltd.
Net cash generated in financing activities for the Quarter was $59,101 compared to net cash generated
of 288,121 for the three month period ended September 30, 2011. For the nine months ended
September 30, 2012, net cash generated by financing activities was $755,603, compared with net cash
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generated by financing activities of $828,805 for the nine months ended September 30, 2011. The cash
generated was caused primarily by proceeds of debenture, shares proceeds received in advance and
loan and the cash used in financing activities was caused by payment of loans.
At September 30, 2012, the Company had $13,843 in cash. The Company has been incurring operating
losses (excluding stock-based compensation and amortization) at the average rate of $96,900 per month
over the last nine months.
OUTSTANDING SHARE DATA
As at November 21, 2012, there were 56,745,279 common shares outstanding, in addition there were
1,995,000 stock options outstanding at $0.10 per share, and 3,108,000 share purchase warrants
outstanding ranging between $0.15 and $0.25. More information on these instruments and terms of
their conversion is set out in note 9, 10 and 11 of the interim Financial Statements.
OFF-BALANCE SHEET ARRANGEMENTS
The Company has no off-balance sheet arrangements.
RELATED PARTY TRANSACTIONS
Key management includes directors, and officers of the Company. The Company entered into the
following transactions with related parties:
a) Recorded share-based payments of $30,360 (nine month period ended September 30, 2011 $68,094) for services provided by directors and officers.
b) Paid or accrued consulting fees of $136,000 (nine month period ended September 30, 2011 $113,000) for services provided by officers and directors of the Company.
c) Paid or accrued directors’ fees of $Nil (nine month period ended September 30, 2011 - $72,000) for
services provided by directors of the Company.
d) Paid or accrued salaries and benefits of $54,000 (nine month period ended September 30, 2011 $54,000) to an officer of the Company included in research and development costs.
e) Paid or accrued salaries and benefits of $8,000 (nine month period ended September 30, 2011 $31,000) to directors and officers of the Company. Included in current accounts payable is
$801,526 (nine month period ended September 30, 2011- 488,851) due to directors and officers of
the Company.
At September 30, 2012, $1,222,687 (December 31, 2011 - $1,023,787) of short term loans payable is
due to a director and officer of the Company. The short term loans bear interest at 8.5% and are
unsecured. The Company also has $2,724,457 (December 31, 2011 - $2,724,457) of long term loans
payable (Note 8) to the same director and officer. The loans bear interest at 8.5%, and are unsecured.
The total interest paid or accrued to the director was $313,343 (September 30, 2011 - $285,017) for the
nine month period ended September 30, 2012.
The amounts charged to the Company for the services provided have been determined by negotiation
among the parties and, in certain cases, are covered by signed agreements. These transactions were in
the normal course of operations and were measured at the exchange value, which represented the
amount of consideration established and agreed to by the related parties.

CRITICAL ACCOUNTING ESTIMATES
Use of estimates and judgments
The preparation of these consolidated financial statements in conformity with IFRS requires
management to make judgements, estimates and assumptions which affect the reported amounts of
assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial
statements and revenues and expenses for the years reported. Significant areas requiring the use of
management estimates include the determination of impairment of property and equipment,
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depreciation rates for equipment, effective interest rate used in calculating the debt portion of
convertible debenture, deferred income tax assets and liabilities, allowance for doubtful accounts,
provisions including amounts for inventories and the determination of the assumptions used in
calculating fair value of share-based payment calculations. Actual results could differ from these
estimates.

FINANCIAL INSTRUMENTS AND RISK
The carrying value of accounts receivable, accounts payable and accrued liabilities, obligation under
finance lease, convertible debenture and loans payable approximated their fair value.
Financial instruments measured at fair value on the financial position are summarized in levels of fair
value hierarchy as follows:
Assets
Cash

Level 1
$

13,843

Level 2
$

-

Level 3
$

-

Total
$

13,843

The Company is exposed to the following risks from its use of financial instruments: credit risk,
market risk and liquidity risk. Management, the Board of Directors and the Audit Committee monitor
risk management activities and review the adequacy of such activities.
(i) Credit Risk
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial
instrument fails to fulfil its contractual obligations. Such risk arises principally from certain financial
assets held by the Company consisting of trade receivables. The maximum exposure to credit risk of
the Company at period end is the carrying value of these financial assets.
The Company’s cash is held with high-credit quality financial institutions. Provisions for doubtful
accounts are made on a customer by customer basis. All write downs against receivables are recorded
in the Consolidated Statement of Comprehensive Loss. The Company is exposed to credit related
losses on sales to customers outside of North America due to higher risks of enforceability and
collectability. Accounts receivable at September 30, 2012 are comprised of trade accounts receivable.
Sufficient allowance for doubtful accounts is set up as at September 30, 2012.
(ii) Market Risk
Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates
will affect the Company’s income or the value of its holding of financial instruments.
(a) Foreign Exchange Risk – The Company operates internationally and is exposed to foreign
exchange risk from various currencies, primarily the U.S. Dollar and the Chinese Renminbi.
Foreign exchange risk arises from sales and purchase transactions as well as recognized financial
assets and liabilities that are denominated in currencies other than the Canadian dollar, which is
the functional currency of the Company and its subsidiaries.
During the nine month period ended September 30, 2012 and at December 31, 2011, the
Company held only minor amounts of cash deposits in foreign currencies.
b) Interest Rate Risk – Interest rate risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market interest rates. Financial assets
and liabilities with variable interest rates expose the Company to cash flow interest rate risk. The
Company does not have any debt instruments outstanding with variable interest rates at
September 30, 2012. Financial liabilities that bear interest at fixed rates are subject to fair value
interest rate risk. No hedging relationships have been established for the related monthly interest
or for the principal payments. The Company manages its interest rate risk by minimizing
financing costs on its borrowings and maximizing income earned on excess funds while
maintaining the liquidity necessary to conduct operations on a day to day basis.
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(iii) Liquidity Risk
Liquidity risk is the risk that the Company will not be able to meet its obligations as they come due.
The Company manages its liquidity risk by forecasting cash flows from operations and anticipated
investing and financing activities. At September 30, 2012, the Company had cash of $13,843.
Monthly operating expenses approximate $103,000. The continuation of the Company depends upon
the support of its lender and equity investors, which cannot be assured.
SUBSEQUENT EVENTS
Subsequent to period ended September 30, 2012:
a)

The Company announced that it, together with Northstar Electronics, Inc.(OTCPK: NEIK)
(“Northstar”), has negotiated a settlement with Northstar Network Ltd.’s (“NNL”) major creditor
with respect to loans that will be outstanding at the closing of the Company’s previously
announced acquisition (the “Acquisition”) of NNL. The settlement reduces NNL’s maximum
exposure to the creditor from approximately $3,000,000 to $1,500,000. Further, provided NNL
and Northstar meet the required payment obligations and otherwise maintain the loan in good
standing, NNL may fully satisfy approximately $1,500,000 upon payment of approximately
$260,000 over a period of 48 months. The conditions include that NNL make the first payment of
$30,000 toward the $260,000 prior to the closing of the Transaction and in any event, not later
than December 14, 2012. Empower has provided no guarantees in connection with the settlement.
Empower and Northstar view the settlement as a significant and positive development for NNL
moving forward. Upon satisfaction of the first $30,000 payment, Northstar and NNL will receive
the creditor’s written consent to complete the Acquisition. The parties have accordingly agreed to
extend the outside date for completion of the transaction to November 30, 2012 (“Outside Date”).

b) The Company announced it terminated the Northstar Network Ltd. acquisition. Empower has also
delivered notice to each of Northstar Electronics and NNL of their respective defaults under loan
agreements with Empower. Empower has reserved the right under the loan agreements and the
related general security agreements to, among other remedies available to Empower, take
possession of the assets of NNL and Northstar Electronics following such default. Empower will
issue a further announcement once it has determined how it will proceed.
c)

The Company aannounced the creation of a new subsidiary “Empower Defense Systems Inc.”,
(“EDS”). Empower Defense Systems will serve as the platform for the company to continue its
strategy to enter the extremely profitable defense contracting industry – a strategy that was first
adopted when the Company announced the acquisition of Northstar Network Ltd. (the acquisition
was subsequently terminated on November 23, 2012). It is Empower’s plan to use the new
subsidiary “Empower Defense Systems Inc.” to assume and to operate any assets in the event that
Empower does proceed with the GSA and is awarded the assets through the court. This will also
fast track the establishment of the sales and operations of Empower Defense Systems Inc.
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