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The following Management�s Discussion and Analysis (�MD&A�) for A2Z Cust2mate Solutions Corp (�A2Z� 
or the �Company�) is prepared as of and relates to the financial condition and results 
of operations of the Company for year ended December 31, 202 . Past performance may not be indicative of 
future performance. This MD&A should be read in conjunction with the Company�s audited consolidated annual 
financial statements for the year ended December 31, 202 , which have been prepared using accounting policies 
consistent with International Financial Reporting Standards as issued by the International Accounting Standards 
Board (�IFRS�). 

All amounts are presented in United States dollars (�USD� or �$�), the Company�s presentation currency, unless 
otherwise stated.  

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS 

Certain of the statements made and information contained herein is �forward-looking information� within the 
meaning of the Ontario Securities Act. These statements relate to future events or the Company�s future 
performance. All statements, other than statements of historical fact, may be forward-looking statements. 
Generally, these forward-looking statements can be identified by the use of forward looking terminology such 
as �anticipates�, �plans�, �budget�, �scheduled�, �continue�, �estimates�, �forecasts�, �expect�, �is 
expected�, �project�, �propose�, �potential�, �targeting�, �intends�, �believes� or variations of such words 
and phrases or statements that certain actions, events or results �may�, �could�, �would�, �might�, or �will be 
taken�, �occur� or �be achieved� or the negative connotation thereof. These statements involve known and 
unknown risks, uncertainties and other factors that may cause actual results or events to differ materially from those 
anticipated in such forward-looking statements. The Company believes that the expectations reflected in those 
forward-looking statements are reasonable, but no assurance can be given that these expectations will prove to be 
correct and such forward-looking statements included in this MD&A should not be unduly relied upon by readers, 
as actual results may vary. These statements speak only as of the date of this MD&A and are expressly qualified, 
in their entirety, by this cautionary statement.  

The Company�s actual results could differ materially from those anticipated in these forward-looking statements as 
a result of the risk factors set forth above. Although the Company has attempted to identify important factors that 
could cause results to differ materially from those contained in forward-looking statements, there may be other 
factors that cause results not to be as anticipated, estimated or intended. There can be no assurance that such 
statements will prove to be accurate, as actual results and future events could differ materially from those 
anticipated in such statements. Accordingly, readers should not place undue reliance on forward-looking 
statements. Readers are cautioned that the foregoing lists of factors are not exhaustive. Forward looking statements 
are made as of the date hereof and accordingly are subject to change after such date. The forward-looking statements 
contained in this MD&A are expressly qualified by this cautionary statement. The Company does not undertake to 
update or revise any forward-looking statements, whether as a result of new information, future events or 
otherwise, except in accordance with applicable securities laws. 

OTHER INFORMATION 

Additional information related to the Company, is available for viewing on SEDAR  at 
. 



Risk Factors

Risks Related to the Company’s Financial Position and Capital Requirements

The Company has incurred significant losses and there can be no assurance when, or if, the Company will achieve or maintain profitability.

The Company realized a comprehensive loss of approximately $18.5 million for the year ended December 31, 2024, $17.8 million for the year ended December 31, 2023, and $19.3 
million for the year ended December 31, 2022. The Company has an accumulated deficit of $100 million as of December 31, 2024. Because of the numerous risks and uncertainties 
associated with the provision of the Company’s maintenance services and sale and development of the Company’s products, the Company is unable to predict the extent of any future 
losses or when the Company will become profitable, if at all. Expected future operating losses will have an adverse effect on the Company’s cash resources, shareholders’ equity and 
working capital. The Company’s failure to become and remain profitable could depress the value of the common shares and impair the Company’s ability to raise capital, expand its 
business, maintain its development efforts, or continue its operations. A decline in the Company’s value could also cause a holder of common shares to lose all or part of such holder’s 
investment in the Company.
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Our operations may not be profitable.

The Company may not be able to generate significant revenues in the future. In addition, we expect to incur substantial operating expenses in order to fund the expansion of our business.
As a result, we may experience substantial negative cash flow for at least the foreseeable future and cannot predict when, or even if, the Company might become profitable.

The Company expects that it will need to raise additional capital to meet the Company’s business requirements in the future, which is likely to be challenging, could be highly dilutive and
may cause the market price of the common shares to decline.

Conditions in the capital markets are such that traditional sources of capital may not be available to the Company when needed or may be available only on unfavorable terms. The
Company’s ability to raise additional capital, if needed, will depend on conditions in the capital markets, economic conditions, the impact of any potential future health crisis, such as the
COVID 19 pandemic, the current war in the Middle East and potential escalation and spread thereof and a number of other factors, many of which are outside the Company’s control, and
on its financial performance. Accordingly, the Company cannot assure that the Company will be able to successfully raise additional capital at all or on terms that are acceptable to the
Company. If the Company cannot raise additional capital when needed, it may have a material adverse effect on the Company’s business, results of operations and financial condition.

To the extent that the Company raises additional capital through the sale of equity or convertible debt securities, the issuance of such securities could result in substantial dilution for the
Company’s current shareholders. The terms of any securities issued by the Company in future capital transactions may be more favorable to new investors, and may include preferences,
superior voting rights and the issuance of warrants or other derivative securities, which may have a further dilutive effect on the holders of any of the Company’s securities then-
outstanding. The Company may issue additional common shares or securities convertible into or exchangeable or exercisable for the common shares in connection with hiring or retaining
personnel, option or warrant exercises, future acquisitions or future placements of the Company’s securities for capital-raising or other business purposes. The issuance of additional
securities, whether equity or debt, by the Company, or the possibility of such issuance, may cause the market price of the common shares to decline and existing shareholders may not
agree with the Company’s financing plans or the terms of such financings. In addition, the Company may incur substantial costs in pursuing future capital financing, including investment
banking fees, legal fees, accounting fees, securities law compliance fees, printing and distribution expenses and other costs. The Company may also be required to recognize non-cash
expenses in connection with certain securities the Company issues, such as convertible notes and warrants, which may adversely impact the Company’s financial condition. Furthermore,
any additional debt or equity financing that the Company may need may not be available on terms favorable to the Company, or at all. If the Company is unable to obtain such additional
financing on a timely basis, the Company may have to curtail its development activities and growth plans and/or be forced to sell assets, perhaps on unfavorable terms, or the Company
may have to cease its operations, which would have a material adverse effect on the Company’s business, results of operations and financial condition.
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We expect that we may become profitable from sales of our products, however we may still need to invest significant time and capital before achieving such profitability. Certain capital
has been made available from our recent capital raising. Failure to become profitable before this capital is expended and failure to obtain additional necessary capital, when needed, may
force us to delay, limit or terminate our product development efforts or other operations.

We expect that we may become profitable from sales of our products, however we may still need to invest significant time and capital before achieving such profitability. This capital has
been made available from our recent capital raising. In addition, our operating plans may change as a result of many factors that may currently be unknown to us, and we may need to seek
additional funds sooner than planned. Our future capital requirements will depend on many factors, including but not limited to production and manufacturing costs (which are dependent
on the costs of mechanical and electronic components of our products), research and development activities, sales activities including compensation for salespersons, development of
additional software and hardware products for our current offerings, and marketing costs related to expansion into new markets. Adequate additional financing, if needed, may not be
available to us on acceptable terms, or at all. If we need additional financing, but are unable to obtain sufficient funding on a timely basis or on favorable terms, we may be required to
significantly delay, reduce or eliminate one or more of our product development programs and/or commercialization efforts. We may also be unable to expand our operations or otherwise
capitalize on business opportunities as desired. Any of these events could materially and adversely affect our financial condition and business prospects.

We may not accurately forecast revenues, profitability and appropriately plan our expenses.

We base our current and future expense levels on our operating forecasts and estimates of future income and operating results. Income and operating results are difficult to forecast
because they generally depend on the volume of sales and timing, which are uncertain. Additionally, our business is affected by general economic and business conditions around the
world. A softening in income, whether caused by changes in customer preferences in the markets we serve, or a weakening in global economies, may result in decreased net revenue
levels, and we may be unable to adjust our expenses in a timely manner to compensate for any unexpected shortfall in income. This inability could cause our (loss)/income after tax in a
given quarter to be (higher)/lower than expected. We also make certain assumptions when forecasting the amount of expense we expect related to our share-based payments, which
includes the expected volatility of our share price, and the expected life of share options granted. These assumptions are partly based on historical results. If actual results differ from our
estimates, our operating results in a given period may be lower than expected.

Exchange rate fluctuations between multiple foreign currencies may negatively affect our earnings, operating cash flow.

Our reporting currency is the US Dollar and our functional currency is the New Israeli Shekel (“NIS”). Our key expenses and revenues are currently primarily payable in NIS and U.S. In
addition, we receive and have received funding in CAD, U.S. dollars, and NIS. As a result, we are exposed to the currency fluctuation risks relating to the recording of our expenses and
revenues in U.S. dollars, and potential cash flow shortage. We may, in the future, decide to enter into currency hedging transactions. These measures, however, may not adequately protect
us from material adverse effects.

The imposition of tariffs, sanctions, restrictions on imports or other trade barriers between the United States and various countries may impact our revenue and results of operations.

The  current  political  landscape  has  introduced  significant  uncertainty  with  respect  to  future  trade  regulations  and  existing  international  trade  agreements.  The  new,
substantial tariff increases on imports to the United States from Canada, Mexico and China announced on February 1, 2025, or other tariffs should they be implemented and sustained for
an extended period of time, could have a significant adverse effect, including financial, on us, and our supply chain. Further, retaliatory tariffs imposed by other governments would
exacerbate the impact.

As long as such tariffs are in effect, we expect that the costs certain products and materials would increase. It is difficult to predict what further trade-related actions governments may
take, which may include additional or increased tariffs and trade restrictions, and we may be unable to quickly and effectively react to such actions, which could result in supply shortages
and increased costs.

We cannot predict whether, and to what extent, there may be changes to international trade agreements or whether quotas, duties, tariffs, exchange controls or other restrictions on our
products will be changed or imposed. If we are unable to source our products from the countries where we wish to purchase them, either because of regulatory changes or for any other
reason, or if the cost of doing so increases, it could have a material adverse effect on our business, financial condition and results of operations. Furthermore, imposition of tariffs may
result in local sourcing initiatives, or other developments that make it more difficult to sell our products in foreign countries, which would negatively impact our business and operating
results.

Risks Related to the Company’s Operations in Israel

The Company’s principal offices and a significant number of customers are located in Israel and, therefore, the business, financial condition and results of operation may be adversely
affected by political, economic and military instability in Israel and in the Middle East.

The Company’s operational offices and a significant number of customers are located in Israel. In addition, a majority of the Company’s employees, officers and directors are residents of
Israel. Accordingly, political, economic and military conditions in the Middle East may directly affect the business. Since the establishment of the State of Israel in 1948, a number of
armed conflicts have taken place between Israel and its neighboring countries. Any hostilities involving Israel or the interruption or curtailment of trade between Israel and its trading
partners could adversely affect the Company’s operations and results of operations.

In October 2023, Hamas terrorists infiltrated Israel’s southern border from the Gaza Strip and conducted a series of attacks on civilian and military targets. Hamas launched extensive
rocket attacks on the Israeli population and industrial centers located along Israel’s border with the Gaza Strip and in other areas within the State of Israel. These attacks resulted in
thousands of deaths and injuries, and Hamas additionally kidnapped many Israeli civilians and soldiers. Following the attack, Israel’s security cabinet declared war against Hamas and
commenced a military campaign against Hamas and these terrorist organizations in parallel continued rocket and terror attacks. In addition, there have been continued hostilities along
Israel’s northern border with Lebanon (with the Hezbollah terror organization) and southern border (with the Houthi movement in Yemen). In October 2024, Israel began limited ground
operations against Hezbollah in Lebanon, and in November 2024, a ceasefire was brokered between Israel and Hezbollah. Iran recently launched direct attacks on Israel involving
hundreds of drones and missiles, has threatened to continue to attack Israel and is widely believed to be developing nuclear weapons. Iran is also believed to have a strong influence
among Hamas in Gaza, Hezbollah in Lebanon, the Houthi movement in Yemen and various rebel militia groups in Syria and Iraq. These situations may potentially escalate in the future to
more violent events which may affect Israel and us.
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The Company is continuing with its operations both in Israel and globally. The Company continues to assess the effects of the state of war on its financial statements and business. The
intensity and duration of Israel’s current war against Hamas is difficult to predict at this stage, as are such war’s economic implications on our business and operations and on Israel’s
economy in general. If the war extends for a long period of time or expands to other fronts, such as Lebanon, Syria and the West Bank, our operations may be adversely affected.

Any hostilities, armed conflicts, terrorist activities involving Israel or the interruption or curtailment of trade between Israel and its trading partners, or any political instability in the region
could adversely affect business conditions and our results of operations and could make it more difficult for us to raise capital. Parties with whom we do business have sometimes declined
to travel to Israel during periods of heightened unrest or tension, forcing us to make alternative arrangements when necessary in order to meet our business partners face to face.

Continued hostilities between Israel and its neighbors and any future armed conflict, terrorist activity or political instability in the region could adversely affect our operations in Israel and
adversely affect the market price of our ordinary shares. An escalation of tensions or violence might result in a significant downturn in the economic or financial condition of Israel, which
could have a material adverse effect on our operations in Israel and our business.

Our commercial insurance does not cover losses that may occur as a result of events associated with war and terrorism. Although the Israeli government currently covers the reinstatement
value of direct damages that are caused by terrorist attacks or acts of war, we cannot assure you that this government coverage will be maintained or that it will sufficiently cover our
potential damages. Any losses or damages incurred by us could have a material adverse effect on our business. Any armed conflicts or political instability in the region would likely
negatively affect business conditions and could adversely affect our results of operations.

Further, in the past, the State of Israel and Israeli companies have been subjected to economic boycotts. Several countries still restrict business with the State of Israel and with Israeli
companies. These restrictive laws and policies may have an adverse impact on our operating results, financial condition or the expansion of our business. A campaign of boycotts,
divestment and sanctions has been undertaken against Israel, which could also adversely impact our business.

Israel’s most recent general elections were held on April 9, 2019, September 17, 2019, March 2, 2020, March 23, 2021 and November 1, 2022. In addition, proposed judicial reform has
sparked widespread protests across Israel. Uncertainty surrounding future elections and the outcome of the judicial reform in Israel may continue and the political situation in Israel may
further deteriorate. Actual or perceived political instability in Israel or any negative changes in the political environment, may individually or in the aggregate adversely affect the Israeli
economy and, in turn, our business, financial condition, results of operations and growth prospects.

The Company’s operations may be disrupted as a result of the obligation of management or key personnel to perform military service.

The Company’s operations could also be disrupted by the obligations of personnel to perform military service. Some of the Company’s employees and independent contractors may be
called upon to perform a significant number of days of military reserve duty until they reach the age of 40 (and in some cases, depending on their specific military profession up to 45 or
even 49 years of age). In certain emergency circumstances, individuals may be called to immediate and unlimited active duty. In response to increases in terrorist activity, there have been
periods of significant call-ups of military reservists and it is possible that there will be similar large-scale military reserve duty call-ups in the future. The Company’s operations could be
disrupted by the absence of a significant number of employees related to military service, which could materially adversely affect the business and results of operations.
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It may be difficult to enforce a judgment of a Canadian court against the Company, certain of the Company’s officers and directors or the Israeli experts named in this Annual Report are
in Israel, to assert Canadian securities laws claims in Israel or to serve process on certain of the officers and directors and these experts.

The Company is incorporated in British Columbia, Canada. Other than Alan Rootenberg who resides in Canada, and Reeves Ambrecht who resides in the United States, all of the
executive officers and directors reside in Israel, and substantially all of the Company’s assets and a substantial portion of the assets of these persons are located in Israel. Therefore, a
judgment obtained against the Company, or any of these persons, including a judgment based on the civil liability provisions of Canadian securities laws, may not be collectible in the
Canada and may not be enforced by an Israeli court. It also may be difficult to effect service of process on these persons in Israel or to assert Canadian securities law claims in original
actions instituted in Israel. Israeli courts may refuse to hear a claim based on an alleged violation of Canadian securities laws on the grounds that Israel is not the most appropriate forum in
which to bring such a claim. In addition, even if an Israeli court agrees to hear a claim, it may determine that Israeli law and not Canadian law is applicable to the claim. If Canadian law is
found to be applicable, the content of applicable Canadian. law must be proven as a fact by expert witnesses, which can be a time consuming and costly process. Certain matters of
procedure will also be governed by Israeli law. There is little binding case law in Israel that addresses the matters described above. As a result of the difficulty associated with enforcing a
judgment against the Company in Israel, one may not be able to collect any damages awarded by either a Canadian or foreign court.

The Company may become subject to claims for payment of compensation for assigned service inventions by the Company’s current or former employees, which could result in litigation
and adversely affect the business.

Under the Israeli Patents Law, 5727-1967, or the Patents Law, inventions conceived by an employee during the scope of his or her employment are regarded as “service inventions” and
are owned by the employer, absent a specific agreement between the employee and employer giving the employee service invention rights. Section 134 of the Patents Law provides that if
no agreement between an employer and an employee exists that prescribes whether, to what extent, and on what conditions the employee is entitled to remuneration for his or her service
inventions, then such matters may, upon application by the employee, be decided by a government-appointed compensation and royalties committee established under the Patents Law, or
the Committee. Although the Company’s employees have agreed to assign to the Company all rights to any intellectual property created in the scope of their employment and most of the
current employees, including all those involved in the development of the Company’s intellectual property, have agreed to waive their economic rights with respect to service inventions,
the Company cannot assure you that claims will not be brought against the Company by current or former employees demanding remuneration in consideration for assigned service
inventions. If any such claims were filed, the Company could potentially be required to pay remuneration to the Company’s current or former employees for such assigned service
inventions, or be forced to litigate such claims, which could negatively affect the business.

Risks Related to the Company and the Company’s Business

Failure to effectively develop and expand the Company’s sales and marketing capabilities could harm the ability to grow the business and achieve broader market acceptance of the
Company’s products.

The Company’s ability to achieve customer adoption of its retail automation solutions and civilian technology will depend, in part, on the ability to effectively establish, focus and train a
sales and marketing force. The Company’s ability to achieve significant revenue growth in the future will depend, in part, on the Company’s ability to recruit, train and retain a sufficient
number of experienced sales professionals. In addition, even if the Company is successful in hiring qualified sales personnel, new hires require significant training and experience before
they achieve full productivity, particularly for sales efforts targeted at new markets.
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The Company expects the sales cycle to be long and unpredictable and require considerable time and expense before executing a customer agreement, which may make it difficult to
project when, if at all, the Company will obtain new customers and when the Company will generate revenue from those customers.

In both the retail automation and civilian technology market, the decision to adopt the Company’s products may require the approval of multiple technical and business decision makers,
including security, compliance, procurement, operations and information technology. In addition, the Company expects that while a customer may be willing to deploy the Company’s
products on a limited basis, before they will commit to deploying the products at scale, they will require extensive education about the Company’s products and significant customer
support time, engage in protracted pricing negotiations and seek to secure readily available development resources. As a result, it is difficult to predict when the Company will obtain new
customers and begin generating revenue from these customers. As part of the sales cycle, the Company may incur significant expenses before executing a definitive agreement with a
prospective customer and before the Company is able to generate any revenue from such agreement. The Company has no assurance that the substantial time and money spent on the sales
efforts will generate significant revenue. If conditions in the marketplace generally or with a specific prospective customer change negatively, it is possible that no definitive agreement
will be executed, and the Company will be unable to recover any of these expenses. If the Company is not successful in targeting, supporting and streamlining the sales processes and if
revenue expected to be generated from a prospective customer is not realized in the time period expected or not realized at all, the Company’s ability to grow its business, and its operating
results and financial condition may be adversely affected. If the sales cycles lengthen, the Company’s future revenue could be lower than expected, which would have an adverse impact
on the operating results and could cause the Company’s share price to decline.

If the Company is not able to enhance the brand and increase market awareness of the Company and products, then the business, results of operations and financial condition may be
adversely affected.

The Company believes that enhancing the “A2Z” and “Cust2Mate” brand identity and increasing market awareness of the Company and products is critical to achieving widespread
acceptance of the Company’s products. The Company’s ability to penetrate its target markets may be adversely affected by a lack of awareness or acceptance of the brand. To the extent
that the Company is unable to foster name recognition and affinity for the brand, the growth may be significantly delayed or impaired. The successful promotion of the Company’s brand
will depend largely on the marketing efforts, market adoption of the products, and the ability to successfully differentiate the Company’s products from competing products and services.
The Company’s brand promotion may not be successful or result in revenue generation. Any incident that erodes consumer affinity for the brand could significantly reduce the brand value
and damage the Company’s business. If consumers perceive or experience a reduction in quality, or in any way believe the Company may fail to deliver a consistently positive experience,
the brand value could suffer, and the business may be adversely affected.

If the Company does not develop enhancements to the technology and introduce new products that achieve market acceptance, the business, results of operations and financial condition
could be adversely affected.

The Company’s ability to attract new customers depends in part on the ability to enhance and improve the existing technology, increase adoption and usage of the solutions and introduce
new products. The success of any enhancements or new products depends on several factors, including timely completion, adequate quality testing, actual performance quality, and overall
market acceptance. Enhancements and new products that the Company develops may not be introduced in a timely or cost-effective manner, may contain errors or defects, may have
interoperability difficulties with other products or may not achieve the broad market acceptance necessary to generate significant revenue. Furthermore, the ability to increase the usage of
the Company’s solutions and technology depends, in part, on the development of new use cases and may be outside of the Company’s control. If the Company is unable to successfully
enhance the existing solutions and technology to meet evolving customer requirements, increase adoption and usage, develop new products, then the business, results of operations and
financial condition would be adversely affected.

The technology markets in which the Company competes are both subject to rapid technological change and, to compete, the Company must continually enhance its products and services.

The Company must continue to enhance and improve the performance, functionality and reliability of its technology. The technology markets in which the Company competes are
characterized by rapid technological change,  changes in  user requirements and preferences,  frequent new product and services introductions embodying new technologies and the
emergence of new industry standards and practices that could render its products obsolete. The Company’s success will depend, in part, on the ability to both internally develop and
enhance existing technology, develop new products that address the increasingly sophisticated and varied needs of the Company’s customers, and respond to technological advances and
emerging industry standards and practices on a cost-effective and timely basis. The development of the Company’s technology involves significant technical and business risks. The
Company may fail to use new technologies effectively or to adapt its proprietary technology and systems to customer requirements or emerging industry standards. If the Company is
unable to adapt to changing market conditions, customer requirements or emerging industry standards, the Company may not be able to increase its revenue and expand its business.
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The Company currently depends on one customer for the smart-cart sales, a major source of the Company’s current revenues; the loss of this customer may have a material adverse effect
on the Company’s operating results.

Currently, one customer is responsible for a significant portion of the Company’s smart-cart  revenues.  During the years ended December 31, 2024, 2023 and 2022, this customer
constituted 7%, 54% and 40% of the total revenues, respectively. The percentage of the Company’s sales to the Company’s major customers may fluctuate from period to period, and the
Company’s principal customers may also vary from year to year. Significant reduction in sales to any of the major customers, or the loss of a major customer, could have a material
adverse effect on the results of operations and financial condition.

The Company’s growth depends, in part, on the success of the strategic relationships with third parties.

To grow the business, the Company anticipates that the Company will continue to depend on relationships with third parties, such as the Company’s customers, suppliers and software
providers. Identifying partners, and negotiating and documenting relationships with them, requires significant time and resources. If the Company is unsuccessful in establishing or
maintaining its relationships with third parties, the Company’s ability to compete in the marketplace or to grow the Company’s revenue could be impaired, and the results of operations
may suffer. Even if the Company is successful, the Company cannot assure you that these relationships will result in increased customer usage of the products or increased revenue.

The Company’s future profitability depends, in part, on subcontractor and supplier performance and financial viability as well as component availability and pricing.

The Company relies on other companies to provide components and subsystems for its technology and to produce hardware elements and sub-assemblies, provide software and intellectual
property, provide information about the parts they supply to the Company, and to do so in compliance with all applicable laws, regulations and contract terms. Disruptions or performance
problems caused by the Company’s subcontractors and suppliers, or a misalignment between the Company’s contractual obligations and the agreement with its subcontractors and
suppliers, could have various impacts on the Company, including on the ability to meet the Company’s commitments to customers.

The Company’s ability to perform its obligations on time could be adversely affected if one or more of the Company’s subcontractors or suppliers were unable to provide the agreed-upon
products, materials or information, or perform the agreed-upon services in a timely, compliant and cost-effective manner or otherwise to meet the requirements of the contract. Changes in
political or economic conditions, including changes in defense budgets or credit availability or sanctions, or other changes impacting a subcontractor or supplier (including changes in
ownership or operations), as well as their ability to retain talent and other resources, and requirements or changes in requirements imposed on them by other customers, could adversely
affect the financial stability of the Company’s subcontractors and suppliers and/or their ability to perform. The inability of the Company’s suppliers to perform, or their inability to perform
adequately, could also result in the need for the Company to transition to alternate suppliers, which could result in significant incremental cost and delay or the need for the Company to
provide other resources to support its existing suppliers. This risk may increase as the demands grow for the Company’s subcontractors and suppliers to meet extensive government-related
cyber and other requirements.

If the Company’s subcontractors or suppliers fail to perform or the Company is unable to procure, or experience significant delays in deliveries of, needed products, materials or services;
or if they do not comply with all applicable laws, regulations,  requirements and contract terms, including if  what the Company received is counterfeit or otherwise improper, the
Company’s financial position, results of operations and/or cash flows could be materially adversely affected.
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Information technology system failures or breaches of the Company’s network security could interrupt the operations and adversely affect the business.

The Company’s operations depend upon the ability to protect the Company’s computer equipment and systems against damage from physical theft, fire, power loss, telecommunications
failure or other catastrophic events, as well as from internal and external security breaches, viruses, worms and other disruptive problems. Any damage or failure of the computer systems
or network infrastructure that causes an interruption in the operations could have a material adverse effect on the business and subject the Company to litigation or actions by regulatory
authorities. Although the Company employs both internal resources and external consultants to conduct auditing and testing for weaknesses in the systems, controls, firewalls and
encryption and intend to maintain and upgrade the Company’s security technology and operational procedures to prevent such damage, breaches or other disruptive problems, there can be
no assurance that these security measures will be successful.

Real or perceived errors, failures, or bugs in the technology could adversely affect the Company’s operating results and growth prospects.

The Company has discovered and expects that the Company will continue to discover errors, failures and bugs in its technology and anticipate that certain of these errors, failures and bugs
will only be discovered and remediated after deployment. Real or perceived errors, failures or bugs in the platform could result in negative publicity, government inquiries, loss of or delay
in market acceptance of the Company’s technology, loss of competitive position, or claims by customers for losses sustained by them. In such an event, the Company may be required, or
may choose, for customer relations or other reasons, to expend additional resources in order to help correct the problem.

The Company could be harmed by improper disclosure or loss of sensitive or confidential Company, employee, or customer data, including personal data.

In connection with the operation of the business, the Company stores, processes and transmits data, including personal and payment information, about the Company’s employees and
customers, a portion of which is confidential and/or personally sensitive. Unauthorized disclosure or loss of sensitive or confidential data may occur through a variety of methods. These
include, but are not limited to, systems failure, employee negligence, fraud or misappropriation, or unauthorized access to or through the information systems, whether by the Company’s
employees or third parties, including a cyberattack by computer programmers, hackers, members of organized crime and/or state-sponsored organizations, who may develop and deploy
viruses, worms or other malicious software programs. Such disclosure, loss or breach could harm the Company’s reputation and subject the Company to government sanctions and liability
under the contracts and laws that protect sensitive or personal data and confidential information, resulting in increased costs or loss of revenues. It is possible that security controls over
sensitive or confidential data and other practices the Company and its third-party vendors follow may not prevent the improper access to, disclosure of, or loss of such information. The
potential risk of security breaches and cyberattacks may increase as the Company introduces new products and offerings. Further, data privacy is subject to frequently changing rules and
regulations, which sometimes conflict among the various jurisdictions in which the Company provides services. Any failure or perceived failure to successfully manage the collection, use,
disclosure, or security of personal information or other privacy related matters, or any failure to comply with changing regulatory requirements in this area, could result in legal liability or
impairment to the Company’s reputation in the marketplace.

A material breach in security relating to the Company’s information systems and regulation related to such breaches, cyber-attacks, or other disruptions could adversely affect the
Company, expose us to liability and affect our business and reputation.

Information security risks have generally increased in recent years, in part because of the proliferation of new technologies and the use of the Internet, and the increased sophistication and
activity of organized crime, hackers, terrorists, activists, cybercriminals and other external parties, some of which may be linked to terrorist organizations or hostile foreign governments.
Cybersecurity attacks are becoming more sophisticated and include malicious software, ransomware, attempts to gain unauthorized access to data and other electronic security breaches
that could lead to disruptions in critical systems, unauthorized release of confidential or otherwise protected information and corruption of data, substantially damaging the Company’s
reputation. Any person who circumvents the security measures could steal proprietary or confidential customer information or cause interruptions in the Company’s operations.
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We are increasingly dependent on our information technology systems and infrastructure for our business. We, our collaborators and our service providers collect, store, and transmit
sensitive information including intellectual property, proprietary business information, and personal information in connection with our business operations. The secure maintenance of
this information is critical to our operations and business strategy. Some of this information could be an attractive target of criminal attack by third parties with a wide range of motives
and expertise, including organized criminal groups, “hacktivists,” disgruntled current or former employees, nation-state and nation-state supported actors, and others. Cyber-attacks are of
ever-increasing levels of sophistication, and despite our security measures, our information technology and infrastructure may be vulnerable to such attacks or may be breached, including
due to employee error or malfeasance.

We have implemented information security measures to protect our systems, proprietary information, and sensitive data against the risk of inappropriate and unauthorized external use and
disclosure and other types of compromise. However, despite these measures, and due to the ever-changing information cyber-threat landscape, we cannot guarantee that these measures
will be adequate to detect, prevent or mitigate security breaches and other incidents and we may be subject to data breaches through cyber-attacks, malicious code (such as viruses and
worms), phishing attacks, social engineering schemes, and insider theft or misuse. Any such breach could compromise our networks and the information stored there could be accessed,
modified, destroyed, publicly disclosed, lost or stolen. If our systems become compromised, we may not promptly discover the intrusion. The Company incurs significant costs to protect
against security breaches and may incur significant additional costs to alleviate problems caused by any breaches.

Any security breach or other incident, whether real or perceived, could cause us to suffer reputational damage. Such incidents could result in costs to respond to, investigate and remedy
such incidents, notification obligations to affected individuals, government agencies, credit reporting agencies and other third parties, legal claims or proceedings, and liability under our
contracts with other parties and federal and state laws that protect the privacy and security of personal information. The Company’s failure to prevent security breaches, or well-publicized
security breaches affecting the Internet in general, could significantly harm the Company’s reputation and business and financial results.

The Company’s contracts may contain performance obligations that require innovative design capabilities, are technologically complex, require state-of-the-art manufacturing expertise
or are dependent upon factors not wholly within the Company’s control. Failure to meet the contractual obligations could adversely affect the Company’s profitability, reputation and
future prospects.

The Company designs and develops advanced and innovative products and services, which are applied by the customers in a variety of environments, including some under highly
demanding operating conditions. Problems and delays in development or delivery, or system failures, as a result of issues with respect to design, technology, intellectual property rights,
labor, inability to achieve learning curve assumptions, inability to manage effectively a broad array of programs, manufacturing materials or components, or subcontractor performance
could prevent  the Company from meeting requirements  and create significant risk and liabilities.  Similarly,  failures to perform on schedule or otherwise to  fulfill  the contractual
obligations could negatively impact the Company’s financial position, reputation and ability to win future business. If the Company is unable to meet its obligations, including due to
issues regarding the design, development or manufacture of the products or services, it could have a material adverse effect on the Company’s reputation, the ability to compete for other
contracts and the financial position, results of operations and/or cash flows.

The Company’s insurance coverage, customer indemnifications or other liability protections may be unavailable or inadequate to cover all of the significant risks or the insurers may deny
coverage of or be unable to pay for material losses the Company incurs, which could adversely affect the Company’s profitability and overall financial position.

The Company endeavors to obtain insurance agreements from financially solid, responsible, highly rated counterparties in established markets to cover significant risks and liabilities. Not
every risk or liability can be insured, and for risks that are insurable, the policy limits and terms of coverage reasonably obtainable in the market may not be sufficient to cover all actual
losses or liabilities incurred. Even if insurance coverage is available, the Company may not be able to obtain it at a price or on terms acceptable to the Company. Disputes with insurance
carriers, including over policy terms, reservation of rights, the applicability of coverage (including exclusions), compliance with provisions (including notice) and/or the insolvency of one
or more of the insurers may significantly affect the availability or timing of recovery, and may impact the Company’s ability to obtain insurance coverage at reasonable rates in the future.
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In some circumstances the Company may be entitled to certain legal protections or indemnifications from its customers through contractual provisions, laws, regulations or otherwise.
However, these protections are not always available, can be difficult to obtain, are typically subject to certain terms or limitations, including the availability of funds, and may not be
sufficient to cover all losses or liabilities incurred. If insurance coverage, customer indemnifications and/or other legal protections are not available or are not sufficient to cover the risks
or losses, it could have a material adverse effect on the Company’s financial position, results of operations and/or cash flows.

The Company may face intense competition and expects competition to increase in the future, which could prohibit the Company from developing a customer base and generating revenue.

The Company faces significant competition in every aspect of the business. Many companies that the Company competes with may already have an established market in the industries in
which the Company competes and some of these companies have significantly greater financial and other resources than the Company and have been developing their products and
services longer than the Company has been developing theirs. In addition, some of the Company’s larger competitors have substantially broader product offerings and leverage their
relationships based on other products or incorporate functionality into existing products to gain business in a manner that discourages potential customers from purchasing the Company’s
products. Potential customers may also prefer to purchase from their existing solution providers rather than a new solution provider regardless of product performance or features. These
larger competitors often have broader product lines and market focus and will therefore not be as susceptible to downturns in a particular market. Conditions in the Company’s market
could change rapidly and significantly as a result of technological advancements, partnering by the Company’s competitors or continuing market consolidation. New start-up companies
that innovate and large competitors that are making significant investments in research and development may invent similar or superior products and technologies that compete with the
Company’s products. In addition, some of the Company’s competitors may enter into new alliances with each other or may establish or strengthen cooperative relationships. Any such
consolidation, acquisition, alliance or cooperative relationship could lead to pricing pressure and the loss of any future market share and could result in a competitor with greater financial,
technical, marketing, service and other resources, all of which could harm the Company’s ability to compete. Furthermore, organizations may be more willing to incrementally add
solutions to their existing infrastructure from competitors than to replace their existing infrastructure with the Company’s products. Any failure to meet and address these factors could
harm the Company’s business, results of operations and financial condition.

The Company’s business operations and future development could be significantly disrupted if the Company loses key members of its management team.

The success of the business continues to depend to a significant degree upon the continued contributions of the Company’s senior officers and key employees, both individually and as a
group. The Company’s future performance will be substantially dependent in particular on the ability to retain and motivate Gadi Graus, the Chief Executive Officer, senior officers or
other key employees could have a material adverse effect on the business and plans for future development. The Company has no reason to believe that the Company will lose the services
of any of these individuals in the foreseeable future; however, the Company currently has no effective replacement for any of these individuals due to their experience, reputation in the
industry and special role in the Company’s operations. The Company also does not maintain any key man life insurance policies for any of its employees.

The Company’s ability to meet the needs of its customers depends, in part, on the Company’s ability to maintain a qualified workforce.

The Company’s operating results and growth opportunities are heavily dependent upon the ability to attract and retain sufficient personnel with security clearances and requisite skills in
multiple areas, including science, technology, engineering and math. Additionally, as the Company grows its international business, it is increasingly important that the Company is able to
attract and retain personnel with relevant local qualifications and experience. In addition, in a tightened labor market, the Company is facing increased competition for talent, both with
traditional defense companies and commercial companies. If qualified personnel are scarce or difficult to attract or retain or if the Company experiences a high level of attrition, generally
or in particular areas, or if such personnel are unable to obtain security clearances on a timely basis, the Company could experience higher labor, recruiting or training costs in order to
attract and retain necessary employees.
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If the Company is able to expand the operations, the Company may be unable to successfully manage its future growth.

The Company’s growth may strain the Company’s infrastructure and resources. Any such growth could place increased strain on the Company’s management, operational, financial and
other resources, and the Company will need to train, motivate, and manage employees, as well as attract management, sales, finance and accounting, international, technical, and other
professionals. Any failure to expand these areas and implement appropriate procedures and controls in an efficient manner and at a pace consistent with the Company’s business objectives
could have a material adverse effect on the business, results of operations and financial condition.

We are subject to certain Israeli, U.S. and foreign anti-corruption anti-money laundering and other trade laws and regulations. We can face serious consequences for violations.

Among other matters, Israeli, U.S. and foreign anticorruption, anti-money laundering and other trade laws and regulations, which are collectively referred to as Trade Laws, prohibit
companies and their employees, agents, legal counsel, accountants, consultants, contractors and other partners from authorizing, promising, offering, providing, soliciting or receiving,
directly or indirectly, corrupt or improper payments or anything else of value to or from recipients in the public or private sector. Violations of Trade Laws can result in substantial criminal
fines and civil penalties, imprisonment, the loss of trade privileges, debarment, tax reassessments, breach of contract and fraud litigation, reputational harm, and other consequences. We
have direct or indirect interactions with officials and employees of government agencies or government-affiliated entities. We can be held liable for the corrupt or other illegal activities of
our personnel, agents or partners, even if we do not explicitly authorize or have prior knowledge of such activities.

The Company may become subject to various investigations, claims, disputes, enforcement actions, litigation, arbitration and other legal proceedings that could ultimately be resolved
against the Company.

The  size,  nature  and  complexity  of  the  business  make  the  Company  susceptible  to  investigations,  claims,  disputes,  enforcement  actions,  prosecutions,  litigation  and  other  legal
proceedings, particularly those involving governments (including federal, state and outside the U.S.). The Company may become subject to investigations, claims, disputes, enforcement
actions and administrative, civil or criminal litigation, arbitration or other legal proceedings globally and across a broad array of matters, including, but not limited to, government
contracts, commercial transactions, false claims, false statements, antitrust, mischarging, contract performance, fraud, procurement integrity, products liability, privacy, warranty liability,
the use of hazardous materials, personal injury claims, environmental, shareholder derivative actions, prior acquisitions and divestitures, intellectual property, tax, employees, export/
import, anti-corruption, labor, health and safety, accidents, launch failures and employee benefits and plans, including plan administration, and improper payments. These matters could
divert financial and management resources; result in administrative, civil or criminal fines, penalties or other sanctions (which terms include judgments or convictions and consent or other
voluntary decrees or agreements), compensatory, treble or other damages, non-monetary relief or actions, or other liabilities; and otherwise harm the business and the Company’s ability to
obtain and retain awards. Government regulations provide that certain allegations against a contractor may lead to suspension or debarment from government contracts or suspension of
export privileges for the company or one or more of its components. Suspension or debarment or criminal resolutions in particular could have a material adverse effect on the company
because of its reliance on government contracts and export authorizations. An investigation, claim, dispute, enforcement action or litigation, even if not substantiated or fully indemnified
or insured, could also negatively impact the Company’s reputation among its customers and the public, and make it substantially more difficult for the Company to compete effectively for
business, obtain and retain awards or obtain adequate insurance in the future. Investigations, claims, disputes, enforcement actions, litigation or other legal proceedings could have a
material adverse effect on the Company’s financial position, results of operations and/or cash flows.
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The Company’s reputation, the ability to do business and the Company’s financial position, results of operations and/or cash flows may be impacted by the improper conduct of employees,
agents, subcontractors, suppliers, business partners or joint ventures in which the Company participates.

The Company has implemented policies, procedures, and other compliance controls, and have negotiated terms designed to prevent misconduct by employees, agents or others working on
the Company’s behalf or with the Company that would violate the applicable laws of the jurisdictions in which the Company operates, including laws governing the protection of
classified information, procurement integrity, information security and data privacy, or the terms of the Company’s contracts. However, the Company cannot ensure that the Company will
prevent all such misconduct committed by its employees, agents, subcontractors, suppliers, business partners or others working on the Company’s behalf or with the Company. This risk of
improper conduct may increase as the Company continues to expand globally and do business with new partners. Improper actions by those with whom or through whom the Company
does business (including the Company’s employees, agents, subcontractors, suppliers, business partners and joint ventures) could subject the Company to administrative, civil or criminal
investigations and enforcement actions; monetary and non-monetary penalties; liabilities; and the loss of privileges and other sanctions, including suspension and debarment, which could
negatively impact the Company’s reputation and ability to conduct business and could have a material adverse effect on the Company’s financial position, results of operations and/or cash
flows.

The Company may not generate the expected benefits of any future acquisition, and such acquisition could disrupt the Company’s ongoing business, distract management and increase the
Company’s expenses.

The Company may, in the future, engage in additional acquisitions to expand its product and service offerings. These acquisitions involve risks and uncertainties such as:

● the Company’s pre-acquisition due diligence may fail to identify material risks;

● significant acquisitions may negatively impact the Company’s financial results, including cash flow and financial liquidity;

● significant goodwill assets recorded on the Company’s consolidated balance sheet from prior acquisitions are subject to impairment testing, and unfavorable changes in
circumstances could result in impairment to those assets;

● acquisitions may result in significant additional unanticipated costs associated with price adjustments or write-downs;

● the Company may not integrate newly acquired businesses and operations in an efficient and cost-effective manner;

● relocation or combination of facilities of acquired businesses may be more costly or time consuming than planned;

● the Company may fail to achieve the strategic objectives, synergies, cost savings and other benefits expected from acquisitions;

● the technologies acquired may not prove to be those needed to be successful in the Company’s markets or may not have adequate intellectual property rights protection;

● the Company may assume significant liabilities and exposures that exceed the enforceability or other limitations of applicable indemnification provisions, if any, or the
financial resources of any indemnifying parties, including indemnity for tax or regulatory compliance issues, such as anti-corruption and environmental compliance, that
may result in the Company incurring successor liability;

● the Company may fail to retain key employees of the acquired businesses;
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● the attention of senior management may be diverted from its existing operations;

● the Company may be exposed to potential shareholder claims if the Company acquires a significant interest in a publicly traded company; and

● the Company could be subject to more restrictive regulations by the local authorities after the acquisition, including regulations relating to foreign ownership of local
companies.

The Company cannot assure that these risks or other unforeseen factors will not offset the intended benefits of any additional acquisitions, and such risks could have a material adverse
effect on the Company’s financial condition and results of operation.

If the Company expands its operations into other parts of the world, the Company will face certain additional risks and challenges.

The Company may expand its operations into other jurisdictions around the world as part of the Company’s business expansion plans, which will subject the Company to a variety of risks,
including fluctuations in foreign currencies, changes in the economic strength or greater volatility in the economies of foreign countries in which the Company does business, difficulties
in enforcing contractual rights and intellectual property rights, theft or vandalism, economic instability, taxes or government royalties by foreign governments, adverse changes in the
regulatory environments, including in tax laws and regulations, of the foreign countries in which the Company does business, compliance with anti-corruption and anti-bribery laws,
restrictions on the withdrawal of foreign investments, the ability to identify and retain qualified local managers and the challenge of managing a culturally and geographically diverse
operation. The Company cannot guarantee compliance with all applicable laws and regulations, and violations could result in substantial fines, sanctions, civil or criminal penalties,
competitive or reputational harm, litigation or regulatory action and other consequences that might adversely affect the Company’s results of operations.

There are tax risks we may be subject to in carrying on business in Israel, Canada and the United States.

We are incorporated in British Columbia, with subsidiaries in Israel and the United States. Since we are operating in a new and developing industry there is a risk that foreign governments
may look to increase their tax revenues or levy additional taxes to level the playing field for perceived disadvantages to traditional brick and mortar businesses. There is no guarantee that
governments will not impose such additional adverse taxes in the future.

Our products may be subject to recall or return.

Manufacturers and distributors of products are sometimes subject to the recall or return of their products for a variety of reasons, including product defects, safety concerns, packaging
issues and inadequate or inaccurate labeling disclosure. If any of our products were to be recalled due to an alleged product defect, safety concern or for any other reason, we could be
required to incur unexpected expenses of the recall and any legal proceedings that might arise in connection with the recall. We may lose a significant amount of sales and may not be able
to replace those sales at an acceptable margin or at all. In addition, a product recall may require significant management time and attention. Additionally, product recalls may lead to
increased scrutiny of our products by our customers and regulators, requiring further management time and attention and potential legal fees, costs and other expenses.

If we release defective products or services, our operating results could suffer.

Products designed and released by us involve testing and verification, assembly processes, and quality and functionality inspection and are difficult to develop and manufacture. While we
have quality controls in place to detect and prevent defects in our products and services before they are released, these quality controls are subject to human error, overriding, and
reasonable resource constraints. Therefore, these quality controls and preventative measures may not be effective in detecting and preventing defects in our products before they have been
released into the marketplace. In such an event, we could be required, or decide voluntarily, to suspend the availability of the product or services, which could significantly harm our
business and operating results.
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Our products and services are complex and could have unknown defects or errors, which may give rise to legal claims against us, diminish our brand or divert our resources from other
purposes.

Our products are comprised of and rely on complex and sensitive electronic hardware, algorithms, software, user-friendly interfaces and tightly integrated, electromechanical designs.
Despite testing, our products could contain defects and errors and may in the future contain defects, errors or performance problems when first introduced, when new versions or
enhancements are released, or even after these products have been used by our customers for a period of time. These problems could result in expensive and time-consuming design
modifications or warranty charges, delays in the introduction of new products or enhancements, significant increases in our service and maintenance costs, exposure to liability for
damages, damaged customer relationships and harm to our reputation, any of which could materially harm our results of operations and ability to achieve market acceptance. In addition,
increased development and warranty costs could be substantial and could significantly reduce tour operating margins.

The existence of any defects, errors, or failures in our products or the misuse of our products could also lead to product liability claims or lawsuits against it. A defect, error or failure in
one of our products could result in failure or damage to the products it is embedded in, or property damage, injury, death and/or significant damage our reputation and support for our
services in general. We anticipate this risk will grow as more and more products using our products are deployed.

We cannot provide any assurance that we have or will have insurance adequate to protect us from material judgments and expenses related to potential future claims or that such insurance
will be available in the future at economical prices or at all. Even if we are fully insured as it relates to a particular claim, the claim could nevertheless diminish our brand and divert
management’s attention and resources, which could have a negative impact on our business, financial condition and results of operations.

Our senior management team has limited experience managing a public company listed on a U.S. exchange, and regulatory compliance may divert its attention from the day to day
management of our business.

The individuals who now constitute our senior management team have relatively limited experience managing a publicly traded company listed on a U.S. exchange and limited experience
complying with the increasingly complex laws pertaining to public companies compared to senior management of other publicly traded companies listed on a U.S. exchange. Our senior
management team may not successfully or efficiently manage our transition as a recently listed public company subject to significant regulatory oversight and reporting obligations under
U.S. securities laws. In particular,  these new obligations will  require substantial  attention from our senior management and could divert  their attention away from the day to day
management of our business.

Failure to adhere to our financial reporting obligations and other public company requirements could adversely affect the market price of our common shares.

The reporting and other obligations related to being a public company will place significant demands on our management, administrative, operational and accounting resources. If we are
unable to meet such demands in a timely and effective manner, our ability to comply with our financial reporting obligations and other rules applicable to reporting issuers could be
impaired. Moreover, any failure to maintain effective internal controls could cause us to fail to satisfy our reporting obligations or result in material misstatements in our financial
statements. If we cannot provide reliable financial reports or prevent fraud, our reputation and operating results could be materially adversely affected which could also cause investors to
lose confidence in our reported financial information, which could result in a reduction in the trading price of our common shares.

In addition, we do not expect that our disclosure controls and procedures and internal controls over financial reporting will prevent all errors or fraud. A control system, no matter how
well designed and implemented, can provide only reasonable, not absolute, assurance that the control system’s objectives will be met. Further, the design of a control system must reflect
the fact that there are resource constraints, and the benefits of controls must be considered relative to their costs. Due to the inherent limitations in all control systems, no evaluation of
controls can provide absolute assurance that all control issues within an organization are detected. The inherent limitations include the realities that judgments in decision-making can be
faulty, and that breakdowns can occur because of simple errors or mistakes. Controls can also be circumvented by individual acts of certain persons, by collusion of two or more people or
by management override of the controls. Due to the inherent limitations in a control system, misstatements due to errors or fraud may occur and may not be detected in a timely manner or
at all.
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Failure to remediate material weakness in internal accounting controls could result in material misstatements in our financial statements.

Our management has identified a material weakness in our internal control over financial reporting related to lack of sufficient accounting resources with relevant technical accounting
skills to address issues related to the financial statement close process, and because of the size of the Company and its staff complement, we were not able to sufficiently design internal
controls to provide the appropriate level of oversight regarding the financial recordkeeping and review of the Company’s financial reporting. Our management has concluded that, due to
such material weakness, our internal controls over financial reporting were not effective as of December 31, 2024.

To remediate the material weakness in our internal controls over financial reporting described above, we have initiated remedial measures and are taking additional measures to remediate
this material weakness. First, we are continuing to roll out an enhanced financial and accounting system. Second, we have hired additional personnel. Third, we are strengthening our
controls financial reporting, with the assistance of outside consultants, experts in the controls and procedures over financing reporting. Consistent with our stage of development, we
continue to rely on risk-mitigating procedures during our financial closing process in order to provide comfort that the financial statements are presented fairly in accordance with IFRS.

Such changes may not, however, be effective in establishing the adequacy of our internal control over financial reporting. If the material weakness is not adequately remedied, or if we
identify further material weaknesses in our internal controls, our failure to establish and maintain effective disclosure controls and procedures and internal control over financial reporting
could result in material misstatements in our financial statements and a failure to meet our reporting and financial obligations, each of which could have a material adverse effect on our
financial condition and the trading price of our securities. In addition, investors’ perceptions that our internal control over financial reporting is inadequate or that we are unable to produce
accurate financial statements may materially adversely affect the price of our securities.

We may experience adverse effects on our reported results of operations as a result of adopting new accounting standards or interpretations.

Our implementation of and compliance with changes in accounting rules, including new accounting rules and interpretations, could adversely affect our reported financial position or
operating results or cause unanticipated fluctuations in our reported operating results in future periods.

We are an emerging growth company as defined in the JOBS Act and the reduced disclosure requirements applicable to emerging growth companies may make our common shares less
attractive to investors and, as a result, adversely affect the price of our common shares and result in a less active trading market for our common shares.

We are an emerging growth company as defined in the JOBS Act, and we may take advantage of certain exemptions from various reporting requirements that are applicable to other public
companies that are not emerging growth companies. For example, we have elected to rely on an exemption from the auditor attestation requirements of Section 404 of the Sarbanes-Oxley
Act relating to internal control over financial reporting, and we will not provide such an attestation from our auditors for so long as we qualify as an emerging growth company.

We may avail ourselves of these disclosure exemptions until we are no longer an emerging growth company. We cannot predict whether investors will find our common shares less
attractive because of our reliance on some or all of these exemptions. If investors find our common shares less attractive, it may cause the trading price of the common shares to decline
and there may be a less active trading market for our common shares.
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We will cease to be an emerging growth company upon the earliest of:

● the last day of the fiscal year in which we have more than $1.235 billion in annual revenue;

● the last day of the fiscal year in which we qualify as a “large accelerated filer”;

● the date on which we have, during the previous three-year period, issued more than $1.0 billion in non-convertible debt securities; and

● the last day of the fiscal year in which the fifth anniversary (June 2028) of the completion of our first sale of common equity securities pursuant to an effective registration
statement under the Securities Act.

We will be affected by operational risks and may not be adequately insured for certain risks.

We will be affected by a number of operational risks and we may not be adequately insured for certain risks, including: product liability litigation, as we may not have adequate product
liability insurance; labor disputes; further workforce reductions; catastrophic accidents; fires; blockades or other acts of social activism; changes in the regulatory environment; impact of
non-compliance with laws and regulations; cyber-attacks and ransom requests; natural phenomena, such as inclement weather conditions, floods, earthquakes and ground movements.
There is no assurance that the foregoing risks and hazards will not result in damage to, or destruction of, our technologies, personal injury or death, environmental damage, adverse
impacts on our operation, costs, monetary losses, potential legal liability and adverse governmental action, any of which could have an adverse impact on our future cash flows, earnings
and financial condition. Also, we may be subject to or affected by liability or sustain loss for certain risks and hazards against which we cannot insure or which we may elect not to insure
because of the cost. This lack of insurance coverage could have an adverse impact on our future cash flows, earnings, results of operations and financial condition.

The markets in which we compete are characterized by rapid technological change, which requires us to develop new products and product enhancements, and could render our existing
products and technologies obsolete.

Continuing technological changes in the market for our products could make our products less competitive or obsolete, either generally or for particular applications. Our future success
will depend upon our ability to develop and introduce a variety of new technologies, innovations, capabilities and enhancements to our existing product and service offerings, as well as
introduce  a  variety  of  new product  offerings,  to  address  the  changing  needs  of  the  markets  in  which  we  offer  products.  Delays  in  introducing  new products,  technologies  and
enhancements, the failure to choose correctly among technical alternatives or the failure to offer innovative products or enhancements at competitive prices may cause existing and
potential customers to purchase our competitors’ products.

If we are unable to devote adequate resources to develop new products or cannot otherwise successfully develop new products or enhancements that meet customer requirements on a
timely basis, our products could lose market share, our revenue and profits could decline, and we could experience operating losses.

If critical components or raw materials used to manufacture our products become scarce or unavailable, then we may incur delays in manufacturing and delivery of our products, which
could damage our business.

We obtain materials, mechanical parts, hardware and electronics components, various subsystems and manufacturing and assembly services from a limited group of suppliers and sub-
contractors. We do not have long-term agreements with any of these suppliers or sub-contractors that obligate them to continue to sell materials, components, subsystems, or provide
manufacturing services to us. Our reliance on these suppliers or sub-contractors involves significant risks and uncertainties, including whether our suppliers or sub-contractors will provide
an adequate supply of required components, subsystems, or services of sufficient quality, will increase prices for the components, subsystems or services and will perform their obligations
on a timely basis. As of the date of this Annual Report, the Company has not experienced any significant delays or shortages in the supply of critical components or raw materials used for
manufacturing its products.
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In addition, certain raw materials and components used in the manufacture of our products are periodically subject to supply shortages, and our business is subject to the risk of price
increases and periodic delays in delivery. Similarly, the market for electronic components is subject to cyclical reductions in supply. If we are unable to obtain components from third-party
suppliers in the quantities and of the quality that we require, on a timely basis and at acceptable prices, then we may not be able to deliver our products on a timely or cost-effective basis
to our customers, which could cause customers to terminate their contracts with us, increase our costs and seriously harm our business, results of operations and financial condition.
Moreover, if any of our suppliers or sub-contractors become financially unstable, then we may have to find new suppliers or sub-contractors. It may take several months to locate
alternative  suppliers  or  sub-contractors,  if  required,  or  to  redesign  our  products  to  accommodate  components  from different  suppliers.  We  may  experience  significant  delays  in
manufacturing and shipping our products to customers and incur additional development, manufacturing and other costs to establish alternative sources of supply if we lose any of these
sources or are required to redesign our products. We cannot predict if we will be able to obtain replacement components within the time frames that we require at an affordable cost, if at
all.

If we fail to successfully promote our product and brand, it could have a material adverse effect on our business, prospects, financial condition and results of operations.

We believe that brand recognition is an important factor to our success. If we fail to promote our brands successfully, or if the expenses of doing so are disproportionate to any increased
net sales we achieve, it would have a material adverse effect on our business, prospects, financial condition and results of operations. This will depend largely on our ability to maintain
trust, be a technology leader, and continue to provide high-quality and secure technologies, products and services. Any negative publicity about us or our industry, the quality and
reliability of our technologies, products and services, our risk management processes, changes to our technologies, products and services, our ability to effectively manage and resolve
customer complaints, our privacy and security practices, litigation, regulatory activity, and the experience of sellers and buyers with our products or services, could adversely affect our
reputation and the confidence in and use of our technologies, products and services. Harm to our brand can arise from many sources, including; failure by us or our partners to satisfy
expectations of service and quality; inadequate protection of sensitive information; compliance failures and claims; litigation and other claims; employee misconduct; and misconduct by
our partners, service providers, or other counterparties. If we do not successfully maintain a strong and trusted brand, our business could be materially and adversely affected.

Environmental, social and governance matters may impact our business and reputation.

Governmental authorities, non-governmental organizations, customers, investors, external stakeholders and employees are increasingly sensitive to environmental, social and governance,
or ESG, concerns, such as diversity and inclusion, climate change, water use, recyclability or recoverability of packaging, and plastic waste. This focus on ESG concerns may lead to new
requirements that could result in increased costs associated with developing, manufacturing and distributing our products. Our ability to compete could also be affected by changing
customer preferences and requirements, such as growing demand for more environmentally friendly products, packaging or supplier practices, or by failure to meet such customer
expectations or demand. We risk negative shareholder reaction, including from proxy advisory services, as well as damage to our brand and reputation, if we do not act responsibly, or if
we are perceived to not be acting responsibly in key ESG areas, including equitable access, product quality and safety, diversity and inclusion, environmental stewardship, support for
local communities, corporate governance and transparency, and addressing human capital factors in our operations. If we do not meet the ESG expectations of our investors, customers and
other stakeholders, we could experience reduced demand for our products, loss of customers, and other negative impacts on our business and results of operations.

Risks Related to our Intellectual Property

If we fail to protect, or incur significant costs in defending, our intellectual property and other know-how or proprietary rights, our business, financial condition, and results of operations
could be materially harmed.

Our success depends, in large part, on our ability to protect our intellectual property, know-how and other proprietary rights. We rely primarily on patents, trademarks, copyrights, trade
secrets other contractual provisions, to protect our intellectual property and other proprietary rights. However, most of our technology and know-how is not patented, and we may be
unable or may not seek to obtain patent protection for this technology. Moreover, existing U.S. legal standards relating to the validity, enforceability and scope of protection of intellectual
property rights offer only limited protection, may not provide us with any competitive advantages, and may be challenged by third parties. The laws of countries other than the U.S. may
be even less protective of intellectual property rights. Accordingly, despite our efforts, we may be unable to prevent third parties from infringing upon or misappropriating our intellectual
property or otherwise gaining access to our technology. Unauthorized third parties may try to copy or reverse engineer our products or portions of our products or otherwise obtain and use
our intellectual property. Moreover, many of our employees have access to our trade secrets and other intellectual property. If one or more of these employees leave to work for one of our
competitors, then they may disseminate this proprietary information, which may as a result damage our competitive position. If we fail to protect our intellectual property and other
proprietary rights, then our business, results of operations or financial condition could be materially harmed. From time to time, we may have to initiate lawsuits to protect our intellectual
property and other proprietary rights. Pursuing these claims is time consuming and expensive and could adversely impact our results of operations.
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In addition, affirmatively defending our intellectual property rights and investigating whether we are pursuing a product or service development that may violate the rights of others may
entail  significant  expense.  Any of  our  intellectual  property rights  may be  challenged by others or  invalidated through administrative processes  or  litigation.  If  we resort  to  legal
proceedings to enforce our intellectual property rights or to determine the validity and scope of the intellectual property or other proprietary rights of others, then the proceedings could
result in significant expense to us and divert the attention and efforts of our management and technical employees, even if we prevail.

The Company may not be able to adequately protect its intellectual property, which, in turn, could harm the value of the brands and adversely affect the business.

Patent applications in prosecuting have no guarantee that they will be granted, or if granted that the scope of protection will be adequate. A Freedom to Operate search has not been
performed and there is no guarantee that the Company is not infringing other patents. The Company’s ability to implement the business plan successfully depends in part on the ability to
build brand recognition using the Company’s trademarks, service marks and other proprietary intellectual property, including the Company’s names and logos. The Company currently has
limited registered trademarks. While the Company plans to register a number of its trademarks; no assurance can be given that the Company’s trademark applications will be approved. No
assurance can be given that the Company’s patent applications which are in process will be approved. If the Company’s patent applications are not approved, the ability to expand or
develop the business may be negatively affected.

Third parties may also oppose the Company’s trademark or patent applications, or otherwise challenge the use of the trademarks or patents. In the event that the trademarks or patents are
successfully challenged, the Company could be forced to rebrand its goods and services or redesign its technology, which could result in loss of brand recognition, and could require the
Company to devote resources to advertising and marketing new brands and products.

If the Company’s efforts to register, maintain and protect its intellectual property are inadequate, or if any third party misappropriates, dilutes or infringes on the intellectual property, the
value of the Company’s brands may be harmed, which could have a material adverse effect on the business and might prevent the Company’s brands from achieving or maintaining market
acceptance. The Company may also face the risk of claims that the Company has infringed third parties’ intellectual property rights. If third parties claim that the Company infringes upon
their intellectual property rights, the Company’s operating profits could be adversely affected. Any claims of intellectual property infringement, even those without merit,  could be
expensive and time consuming to defend, require the Company to rebrand its services, if feasible, divert management’s attention and resources or require the Company to enter into royalty
or licensing agreements in order to obtain the right to use a third party’s intellectual property.

Any royalty or licensing agreements, if required, may not be available to the Company on acceptable terms or at all. A successful claim of infringement against the Company could result
in the Company being required to pay significant damages, enter into costly license or royalty agreements, or stop the sale of certain products or services, any of which could have a
negative impact on the operating profits and harm the Company’s future prospects.

The Company also relies significantly upon proprietary technology, information, processes and know-how. The Company typically seeks to protect this information, including by entering
into confidentiality agreements with its employees and other parties such as consultants, teammates and subcontractors. These agreements and other measures may not provide adequate
protection for the Company’s trade secrets and other proprietary information. In the event of an infringement of such intellectual property rights, a breach of a confidentiality agreement, a
misuse or theft of the Company’s intellectual property or divulgence of proprietary information, the Company may not have adequate legal remedies. In addition, the Company’s trade
secrets, or other proprietary information may otherwise become known or be independently developed by competitors.
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If the Company is unable to adequately exploit its intellectual property rights, to protect its intellectual property rights, or to obtain rights to intellectual property of others, it could have a
material adverse effect on the Company’s reputation, ability to compete for and perform on contracts, financial position, results of operations and/or cash flows.

Obtaining and maintaining our patent protection depends on compliance with various procedural, document submission, fee payment, and other requirements imposed by governmental
patent agencies, and our patent protection could be reduced or eliminated for non-compliance with these requirements.

The  United  States  Patent  and  Trademark  Office  (the  “USPTO”)  and  various  foreign  national  or  international  patent  agencies  require  compliance  with  a  number  of  procedural,
documentary, fee payment, and other similar provisions during the patent application process. Periodic maintenance fees on any issued patent are due to be paid to the USPTO and various
foreign national or international patent agencies in several stages over the lifetime of the patent. While an inadvertent lapse can in many cases be cured by payment of a late fee or by other
means in accordance with the applicable rules, there are situations in which non-compliance can result in abandonment or lapse of the patent or patent application, resulting in partial or
complete loss of patent rights in the relevant jurisdiction. Non-compliance events that could result in abandonment or lapse of patent rights include, but are not limited to, failure to timely
file national and regional stage patent applications based on our international patent application, failure to respond to official actions within prescribed time limits, non-payment of fees,
and failure to properly legalize and submit formal documents. If we fail to maintain the patents and patent applications covering our products, our competitors might be able to enter the
market, which would have a material adverse effect on our business.

While a patent may be granted by a national patent office, there is no guarantee that the granted patent is valid. Options exist to challenge the validity of a patent which, depending upon
the jurisdiction, may include re-examination, opposition proceedings before the patent office, and/or invalidation proceedings before the relevant court. Patent validity may also be the
subject of a counterclaim to an allegation of patent infringement.

Pending patent applications may be challenged by third parties in protest or similar proceedings. Third parties can typically submit prior art material to patentability for review by the
patent examiner. Regarding Patent Cooperation Treaty applications, a positive opinion regarding patentability issued by the International

Searching Authority does not guarantee allowance of a national application derived from the Patent Cooperation Treaty application. The coverage claimed in a patent application can be
significantly reduced before the patent is issued, and the patent’s scope can be modified after issuance. It is also possible that the scope of claims granted may vary from jurisdiction to
jurisdiction.

The grant of a patent does not have any bearing on whether the invention described in the patent application would infringe the rights of earlier filed patents. It is possible to both obtain
patent protection for an invention and yet still infringe the rights of an earlier granted patent.

We may be sued by third parties for alleged infringement of their proprietary rights, which could be costly, time-consuming and limit our ability to use certain technologies in the future.

We may become subject to claims that our technologies infringe upon the intellectual property or other proprietary rights of third parties. Any claims, with or without merit, could be time-
consuming and expensive, and could divert our management’s attention away from the execution of our business plan. Moreover, any settlement or adverse judgment resulting from these
claims could require us to pay substantial amounts or obtain a license to continue to use the disputed technology, or otherwise restrict or prohibit our use of the technology. We cannot
assure that we would be able to obtain a license from the third party asserting the claim on commercially reasonable terms, if at all, that we would be able to develop alternative
technology on a timely basis, if at all, or that we would be able to obtain a license to use a suitable alternative technology to permit us to continue offering, and our customers to continue
using, our affected product. An adverse determination also could prevent us from offering our products to others. Infringement claims asserted against us may have a material adverse
effect on our business, results of operations or financial condition.
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We may not be able to protect our intellectual property rights throughout the world.

Filing, prosecuting, and defending patents on all of our products throughout the world would be prohibitively expensive. Therefore, we have filed applications and/or obtained patents only
in the United States. Competitors may use our technologies in jurisdictions where we have not obtained patent protection to develop their own products and their products may compete
with our products.

Risks Related to the Common Shares

An investment in the Company’s common shares is speculative and there can be no assurance of any return on any such investment.

An investment in the Company’s common shares is speculative, and there is no assurance that investors will obtain any return on their investment. Investors will be subject to substantial
risks involved in an investment in the Company, including the risk of losing their entire investment.

A more active, liquid trading market for the common shares may not develop, and the price of the common shares may fluctuate significantly.

Although the common shares are listed on the Nasdaq Capital Market, they have only been traded on such platform for a relatively short period of time. There has been relatively limited
trading volume in the market for the common shares, and a more active, liquid public trading market may not develop or may not be sustained. Limited liquidity in the trading market for
the common shares may adversely affect a shareholder’s ability to sell its common shares at the time it wishes to sell them or at a price that it considers acceptable. If a more active, liquid
public trading market does not develop, the Company may be limited in its ability to raise capital by selling common shares and the Company’s ability to acquire other companies or assets
by using common shares as consideration.  In addition,  if  there is  a thin trading market or “float” for the common shares,  the market price for the common shares may fluctuate
significantly more than the stock market as a whole. Without a large float, the common shares would be less liquid than the stock of companies with broader public ownership and, as a
result, the trading prices of the common shares may be more volatile, and it would be harder to liquidate any investment in the common shares. Furthermore, the stock market is subject to
significant price and volume fluctuations, and the price of the common shares could fluctuate widely in response to several factors, including:

● the Company’s quarterly or annual operating results;

● changes in the Company’s earnings estimates;

● investment recommendations by securities analysts following the Company’s business or the industry;

● additions or departures of key personnel;

● changes in the business, earnings estimates or market perceptions of the Company’s competitors;

● the Company’s failure to achieve operating results consistent with securities analysts’ projections;

● changes in industry, general market or economic conditions;

● announcements of legislative or regulatory changes; and

● natural disasters and political and economic instability, including wars, terrorism, political unrest, results of certain elections and votes, emergence of a pandemic, or
other widespread health emergencies (or concerns over the possibility of such an emergency), boycotts, adoption or expansion of government trade restrictions, and other
business restrictions.
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The stock market has experienced extreme price and volume fluctuations in recent years that have significantly affected the quoted prices of the securities of many companies. The
changes often appear to occur without regard to specific operating performance. The price of the common shares could fluctuate based upon factors that have little or nothing to do with
the Company and these fluctuations could materially reduce the share price.

If we are not able to comply with the applicable continued listing requirements or standards of the Nasdaq Capital Market, then Nasdaq could delist our common shares.

In order to maintain the listing of our common shares on the Nasdaq Capital Market, we must satisfy minimum financial and other continued listing requirements and standards, including
those regarding director independence and independent committee requirements, minimum stockholders’ equity, minimum share price, and certain corporate governance requirements.
There can be no assurances that we will be able to comply with such applicable listing standards.

Concentration of ownership of the common shares may enable one shareholder or a small number of shareholders to significantly influence matters requiring shareholder approval.

As of the date of this Annual Report, members of the Company’s management team beneficially own approximately 13.78% of the issued and outstanding common shares, of which
12.08% are beneficially owned by Bentsur Joseph, the Company’s Chairman. For as long as Mr. Joseph owns a significant percentage of our outstanding common shares, he may have the
ability to exercise significant influence on the outcome of all matters submitted to the shareholders for approval including:

● election of the board of directors;

● removal of any of the directors;

● amendment of the articles; and

● adoption of measures that could delay or prevent a change in control or impede a merger, takeover or other business combination involving the Company.

Such concentration of ownership may discourage a potential acquirer from making a tender offer or otherwise attempting to obtain control of the Company, which in turn could reduce the
share price or prevent the Company’s shareholders from realizing a premium over the share price. Any additional investors will own a minority percentage of the common shares and will
have minority voting rights.

Sales by the Company’s shareholders of a substantial number of the common shares in the public market could adversely affect the market price of the common shares.

A substantial portion of the total outstanding shares may be sold into the market at any time. If a significant shareholder was to decide to sell large amounts of common shares over a short
period of time (presuming such sales were permitted) such sales could cause the market price of the common shares to drop significantly, even if the business is doing well. Further, the
market price of the common shares could decline as a result of the perception that such sales could occur. These sales, or the possibility that these sales may occur, also might make it more
difficult for the Company to sell equity securities in the future at a time and price that the Company deems appropriate.

The exercise of outstanding warrants and options will have a dilutive effect on the percentage ownership of the common shares by existing shareholders.

As of the date of this Annual Report, the Company had outstanding warrants to acquire 4,620,543 common shares and options to purchase 2,356,337 common shares. Warrants and
options are exercisable for prices ranging between $1.88 and $19.9. The expiration of the term of such options and warrants ranges from June 12, 2025, to February 2, 2035. If a
significant number of such warrants and stock options are exercised by the holders, the percentage of common shares owned by the Company’s existing shareholders will be diluted.
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ITEM 4. INFORMATION ON THE COMPANY

A. History and Development of the Company

The Company was incorporated in British Columbia, Canada under the Business Corporations Act (British Columbia) (“BCBCA”), on January 15, 2018 under the name ECC Ventures 1
Corp. (“ECC1”). On July 20, 2020, the Company changed its name to “A2Z Smart Technologies Corp.” and on August 12, 2024, the Company changed its name to “A2Z Cust2Mate
Solutions Corp.” to better reflect the Company’s business plan.

The Company’s principal place of business and its registered and records office of the Company is located at 1600 - 609 Granville Street Vancouver, British Columbia, Canada V7Y 1C3;
telephone +16475585564. The Company has appointed Cogency Global Inc., with an address at 122 East 42nd Street, 18th Floor, New York, NY 10168; telephone 1-800-221-0102, as its
agent for service of process in the United States. The Company’s operational offices are located at Alon 2 Tower, 94 Yigal Alon St., TelAviv, Israel.

On April 18, 2018, ECC1 completed its initial public offering on the TSX Venture Exchange, or the TSXV, under the trading symbol “EONE.P”, by issuing 2,000,000 common shares at a
price of CAD$0.10 per share for aggregate proceeds of CAD$200,000.

On September 11, 2019, the Company, its wholly owned subsidiary 1219054 B.C. Ltd (“Acquireco”) and A2Z Advanced Solutions Ltd (“A2ZAS”), a company incorporated in Israel,
entered into an arrangement agreement (“Arrangement Agreement”), pursuant to which ECC1, through a court-approved plan of arrangement: (i) initially acquired 99.46% of the issued
and outstanding ordinary shares of A2ZAS through Acquireco, with the remaining shares of A2ZAS (“Remaining Shares”) being acquired following the receipt of regulatory approvals
under Section 350 of the Israel Companies Law; (ii) completed a share consolidation of its common shares on a 1.4 to 1 basis; (iii) issued 41,690,578 post-consolidation common shares of
ECC1 to the shareholders of A2ZAS; and (iv) changed its name to “A2Z Technologies Canada Corp.”

On December 18, 2019, the common shares commenced trading on the TSXV under the symbol “AZ”.

A2ZAS is the parent company of Advanced Military Solutions Ltd. (“A2ZMS”). A2ZMS was incorporated under the laws of the State of Israel in November 1998 under name Eligal
Laboratories  Ltd.,  as  an  engineering  firm  providing  a  cost-efficient  solution  for  organizations  to  outsource  maintenance  of  critical  and  sophisticated  equipment.  In  1992,  Eligal
Laboratories Ltd. expanded into the production of unmanned ground vehicle robotics as a second area of operations. In 2003, Eligal Laboratories Ltd. changed its name to Intelligent
Robotics, Ltd., and in 2017, the name was changed once again to “Advanced Military Solutions Ltd.” During this time period, all sales were conducted in Israel and were focused on
Israeli clientele.

In February 2019, A2ZAS completed the purchase of 80% of the share capital of AAI Advanced Automotive Innovations Inc. (“AAI”) by way of the issuance of 7,664,788 ordinary
shares of A2ZAS and warrants to purchase 3,832,394 ordinary shares of A2ZAS, exercisable at a purchase price of $0.23333 per share and with a term ending on December 31, 2021. In
connection with the Arrangement Agreement, the ordinary shares and warrants issued to the sellers of AAI were exchanged for shares and warrants of the Company. AAI holds the rights
to a certain technology, by way of a patent application with the U.S. Department of Commerce, number 62/801,140 titled “Device and Methodology of Anti Inflammation Capsule,
regarding a capsule, “Fuel Tank Inertia Capsule System” (“FTICS”), that can be inserted into automobile gasoline tanks in order to suppress combustibility of any remaining gasoline or
gasoline fumes inside the gasoline tank in the event of a collision. The development of the FTICS technology is now on hold as the Company focuses on its core business.
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On December 30, 2019, A2ZAS entered into a call option agreement (“Call Option Agreement”) with the Company’s Chairperson, Bentsur Joseph, pursuant to which Mr. Joseph granted
A2ZAS a 10 year option (“Call Option”) to purchase 66,000 ordinary shares of Cust2Mate Ltd., or Cust2Mate, constituting 19% of Cust2Mate’s issued and outstanding share capital (on a
fully diluted basis) for an aggregate purchase price of $66,000. On November 5, 2020, A2ZAS and Mr. Joseph entered into a share purchase agreement pursuant to which A2ZAS
exercised the Call Option and acquired an additional 190,549 ordinary shares of Cust2Mate, together constituting 77.51% of the issued and outstanding shares of Cust2Mate (on a fully
diluted basis) for an aggregate purchase price of approximately $1.56 million. The acquisition of Cust2Mate was completed on November 16, 2020 and, Mr. Joseph no longer owns any
securities of Cust2Mate.

On February 13, 2025, the Company paid an aggregate amount of $1.85 million to purchase additional 19.81% of Cust2Mate and as a result, the Company now owns 96.58% of the
outstanding shares of Cust2Mate.

On July 20, 2020, the Company changed its name to “A2Z Smart Technologies Corp.” and on August 12, 2024, the Company changed its name to “A2Z Cust2Mate Solutions Corp.” to
better reflect the Company’s business plan.

On January 5, 2022, the common shares commenced trading on the Nasdaq Capital Market and were delisted from the OTCQX® Best Market.

On January 17, 2022, the Company announced that it entered into a share purchase agreement (the “SPA”) to acquire all of the issued and outstanding shares of Isramat Ltd (“Isramat”), an
Israeli  manufacturer of precision metal parts  (the “Isramat  Acquisition”).  The Isramat  Acquisition vertically  integrates certain  manufacturing capabilities  for  the production of the
Cust2Mate smart cart while complementing existing contract manufacturing partnerships to support anticipated worldwide growth. As consideration for the acquisition of Isramat, the
Company paid an aggregate acquisition price of NIS 9.3 million (approximately US$2.989 million) (the “Consideration”).  NIS 2.8 million (approximately US$0.9 million) of the
Consideration will be paid in cash and the remaining Consideration in the amount of NIS 6.5 million (approximately US$2.089 million) will  be paid through the issuance to the
shareholders of Isramat (the “Isramat Shareholders”) of 109,510 common shares (the “Acquisition Shares”) at a deemed price per Acquisition Share of US$19.0777 (CAD$27.812) (the
“Equity Consideration”). The SPA also provides that in the event that the aggregate proceeds received by an Isramat Shareholder from the sale of its Acquisition Shares during the lock-up
period (the “Lock-up”), together with the value of its unsold Acquisition Shares as of the end of such period, is lower than its pro rata portion in the Equity Consideration, A2Z will pay
the difference in cash to such Isramat Shareholder. As of the date of this report, the Company has fully paid this difference. The Acquisition Shares will be subject to the Lock-up and shall
be released as follows: (i) during the first six months following signing of the SPA (but in any event not prior to four months and one day following the issuance of the Acquisition
Shares), the holders of the Acquisition Shares will not be allowed to sell or otherwise transfer any of the Acquisition Shares, (ii) during each of the 20 months following the 6-month
period detailed above, each Isramat Shareholder will be entitled to sell or otherwise transfer up to 1/20 of his pro rata portion of the Acquisition Shares, subject to applicable securities
laws, and (iii) following the lapse of 26 months following the signing of the SPA, each Isramat Shareholder shall be entitled to freely trade its Acquisition Shares. The Isramat Acquisition
subsequently closed on February 3, 2022.
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On November 2, 2022, the Company completed a private placement (“November 2022 Private Placement”) that resulted in the issuance of 1,191,335 units (“Unit”), at a price per unit of
$3.375 (CAD$4.65), for gross proceeds of approximately $4,021, 000. Each Unit consists of one common share and one half of one common share purchase warrant. An aggregate of
595,668 warrants were issued upon final closing which when exercised in accordance with the terms of the warrant certificates,  and upon payment of an exercise price of $3.75
(CAD$5.10), which will result in the issuance of an additional 595,668 common shares (“November 2022 Private Placement Warrants”). The warrants are exercisable for a period of 24
months. A finder’s fee of $260 thousand (CAD$349,000) was paid and 94,880 November 2022 Private Placement Warrants were issued in connection with the November 2022 Private
Placement.

On March 13, 2023, the Company announced that it has closed, in escrow, the issuance of 713,424 units (“Units”) at a price per Unit of US$3.65 (CAD$4.875), for gross proceeds of
US$2,604,000. Each Unit consists of one common share and one half of one common share purchase warrant (each whole such warrant a “Warrant”). An aggregate of 356,711 Warrants
were issued upon final closing which when exercised in accordance with the terms of the warrant certificates, and upon payment of an exercise price of CAD$5.875 (US$4.375), will
result in the issuance of an additional 356,711 common shares (March 2023 Private Placement Warrants”). A finder’s fee of $208 (CAD$290,000) is to be paid in respect of the closing,
and 57,074 March 2023 Private Placement Warrants were issued in connection with the March 2023 Private Placement with the same terms as the warrants issued to the investors.

On March 22, 2023, the Company appointed Guy Mordoch as the Chief Executive Officer of its subsidiary Cust2Mate beginning April 2023.

On March 27, 2023, the Company announced that it extended the expiration dates of outstanding warrants to purchase 88,440 common shares by three years to April 22, 2026 and
extended the expiration dates of outstanding warrants to purchase 433,825 common shares by three years to May 6, 2026. All other terms of the warrants, including the $27.60 exercise
price, remain unchanged.

On April 12, 2023, the Company filed with the Securities and Exchange Commission (the “Commission”) a shelf-registration statement on Form F-3 (File No. 333-271226) (“Registration
Statement”) for the sale of its securities from time to time, in one or more offerings for an aggregate of US$200,000,000 (or the equivalent thereof in other currencies). The Registration
Statement was declared effective by the SEC on April 21, 2023.

On June 12, 2023, the Company entered into a securities purchase agreement with certain accredited investors, pursuant to which the Company issued and sold to such investors an
aggregate of (i) 1,305,088 common shares, no par value per share, and (ii) warrants to purchase up to 652,542 common shares in a registered direct offering, pursuant to the Registration
Statement. The common shares were sold at a purchase price of $4.50 per share, and each warrant to purchase common shares is for an exercise price equal to $5.50 per share, exercisable
from the date of issuance, and will expire two years from the date of issuance. The gross proceeds from the offering were approximately US$5.8 million.

On June 15, 2023, the Company entered into a securities purchase agreement with certain accredited investors, pursuant to which the Company issued and sold to such investors an
aggregate of (i) 222,222 common shares, no par value per share, and (ii) warrants to purchase up to 111,111 common shares in a registered direct offering, pursuant to the Registration
Statement. The common shares were sold at a purchase price of $4.50 per share, and each warrant to purchase common shares is for an exercise price equal to $5.50 per share, exercisable
from the date of issuance, and will expire two years from the date of issuance. The gross proceeds from the offering were approximately US$1.0 million. The Company paid certain
persons, including a U.S. registered broker dealer and non-US residents, fees in connection with the offering, as US$80,000 in cash, and issued to such persons warrants to purchase
17,778 common shares. Each warrant exercisable into one common share for an exercise price of $5.50 with a two-year term. Such warrants were issued pursuant to an exemption from
registration provided by Section 4(a)(2) of the Securities Act for transactions not involving a public offering.

On December 13, 2023, the Company entered into a securities purchase agreement with certain accredited investors, pursuant to which the Company issued and sold to such investors an
aggregate of (i) 518,313 common shares, no par value per share, and (ii) warrants to purchase up to 259,156 common shares in a registered direct offering, pursuant to the Registration
Statement. The common shares were sold at a purchase price of $2.875 per share, and each warrant to purchase common shares is for an exercise price equal to $3.75 per share,
exercisable from the date of issuance, and will expire two years from the date of issuance. The gross proceeds from the offering were approximately US$1.49 million. The Company paid
certain non-US residents fees in connection with the offering, as US$377,392 in cash, and issued to such persons warrants to purchase 131,267 common shares. Each warrant exercisable
into one common share for an exercise price of $3.75 with a two-year term. Such warrants were issued pursuant to an exemption from registration provided by Section 4(a)(2) of the
Securities Act for transactions not involving a public offering.
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In January 2024, the Company launched its next generation 3.0 smart carts, which the Company anticipates to start deploying in the third quarter of 2025. As a result, we recorded
minimal revenues from the smart cart operations in 2024.

On January 3, 2024, the Company entered into a securities purchase agreement with certain accredited investors, pursuant to which the Company issued and sold to such investors an
aggregate of (i) 1,122,521 common shares, and (ii) warrants to purchase up to up to 511,260 common shares, in a registered direct offering. The common shares were sold at a purchase
price of $1.15 per share and accompanying 0.5 of one Warrant, and each warrant to purchase common shares is for an exercise price equal to $1.50 per share, exercisable from the date of
issuance, and exercisable for a period of two years from the date of issuance. The gross proceeds from the offering were approximately US$3.2 million, before deducting the offering
expenses payable by the Company. The Company paid certain non-US residents fees in connection with the offering, as US$258 thousand in cash, and issued to such persons warrants to
purchase 89,802 common shares. Each warrant exercisable into one common share for an exercise price of $1.50 with a two-year term. Such warrants were issued pursuant to an
exemption from registration provided by Section 4(a)(2) of the Securities Act for transactions not involving a public offering.

On February 20, 2024, the Company announced that it had applied and received approval for a voluntary delisting of the common shares from the TSXV. Effective as at the close of
trading on February 28, 2024, the common shares were no longer listed and posted for trading on the TSXV. The delisting from the TSXV has not affected the Company’s listing on the
Nasdaq Capital Market and the common shares will continue to trade on the Nasdaq Capital Market under the symbol “AZ”.

On April 2, 2024, the Company closed a registered direct offering for gross proceeds of approximately $3.3 million, before deducting the offering expenses payable by the Company, at a
purchase price of $0.875 per share and issued an aggregate of 3,792,200 common shares in the registered direct offering. The Company also entered into binding agreements to sell
6,842,857 Shares in a private placement, at a purchase price of $0.35 per share. In connection with the registered direct offering, the Company issued certain non-U.S. residents 293,776
common shares as finders fees. These finder fees shares were issued pursuant to an exemption from registration provided by Section 4(a)(2) of the Securities Act, for transactions not
involving a public offering and Rule 506(b) promulgated thereunder, as applicable.

On August 12, 2024, the Company closed its previously announced private placement for gross proceeds of approximately $2.4 million, at a purchase price of $0.875 per common share
and $0.87475 per pre-funded warrant. The Company issued a total of 1,839,554 common shares and pre-funded warrants to purchase up to 1,200,000 common shares, with each pre-
funded warrant having an exercise price of $0.001 per share. Each pre-funded warrant has an exercise price of $0.0025 per share and will expire when exercised in full.

Additionally,  certain  directors  and  officers  of  the  Company participated  in  the  registered  direct  offering and the  private  placement  in  an  amount  of  $525 thousand (the  “Insider
Participation”). The Insider Participation transaction is considered a “related party transaction” within the meaning of Canadian Securities Administrators Multilateral Instrument 61-101 -
Protection of Minority Security Holders in Special Transactions (“MI 61- 101”). The Company relied on exemptions from the formal valuation and minority approval requirements in
sections 5.5(a) and 5.7(1)(a) of MI 61-101 in respect of the Insider Participation.

On August 1, 2024, the Company received a formal notice from the Nasdaq Stock Market LLC (“Nasdaq”) informing the Company that it has regained compliance with the market value
of listed securities (“MVLS”) requirement under Nasdaq Listing Rule 5550(b)(2) (the “Rule”) for continued listing on the Nasdaq Capital Market. As previously reported, the Company
was notified by Nasdaq on April 24, 2024, that it was not in compliance with Nasdaq’s Capital Market requirement because it failed to maintain a MVLS of at least $35 million for a
period of 30 consecutive business days. To regain compliance with the Rule, the Company was required to maintain a MVLS of at least $35 million for a certain number of consecutive
trading days. This requirement was met on July 31, 2024, the 14th consecutive trading day when the MVLS was at least $35 million.
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On August 12, 2024, the Company announced the appointment of Mr. Alan Rootenberg to the position of Chief Financial Officer, effective immediately. The Company wishes to thank
Gadi Levin for his service as Chief Financial Officer and wish him the best as he continues with his other business endeavours, including continued consulting services to the Company.
Mr. Rootenberg has over 45 years of accounting and financial services experience, having also served as the chief financial officer of other publicly listed companies. In addition, Mr.
Rootenberg has a BCom CPA designation. In connection with his appointment as Chief Financial Officer, Mr. Rootenberg resigned from the audit committee of the board of directors and
was replaced by director Adi Vazan.

On September 12, 2024, the Company announced that Cust2Mate Ltd., it’s subsidiary, had submitted a patent application for its ‘Shopping Cart Inventory Change Indicator System’, a
solution designed to address inventory shrinkage issues in retail through the application of advanced technologies, powered sophisticated proprietary artificial intelligence (AI).

On October 2, 2024, the Company closed a registered direct offering, for gross proceeds of approximately $4 million, before deducting the offering expenses payable by the Company, at a
purchase price of US$1.875 per share and issued an aggregate of 2,164,000 common shares. The Company paid $325 thousand and issued warrants to purchase up to 21,333 common
shares, for an exercise price of $0.75 and a four year term, as finders’ fee to a non-US resident in connection with the Registered Direct Offering, which shares were issued pursuant to an
exemption from registration provided by Section 4(a)(2) of the Securities Act, for transactions not involving a public offering.

On October 3, 2024, the Company announced that it will effect a 1-for-2.5 reverse share split (“Reverse Share Split”) of its common shares, no par value per share (“Common Shares”).
The Reverse Share Split became effective at 12:01 a.m. Eastern Time on October 8, 2024, and the Company’s Common Shares commenced trading on the Nasdaq Capital Market on a
post-split basis at the opening of the market on October 8, 2024. The Common Shares continue to trade on the Nasdaq Capital Market under the Company’s existing trading symbol,
“AZ,” and a new CUSIP number 002205102 has been assigned as a result of the Reverse Share Split. All references to share and per share amounts for all periods presented in the audited
consolidated financial statements have been retrospectively restated to reflect this Reverse Share Split.

On October 15, 2024, the Company closed a registered direct offering, for gross proceeds of $1.8 million, before deducting the offering expenses payable by the Company, at a purchase
price of US$2.80 per share and issued an aggregate of 642,858 common shares The Company paid $144 thousand and issued 51,428 common shares as finders’ fee to a non-US resident in
connection with the Registered Direct Offering. The Company issued 134,720 common shares to a non-US resident in connection with its offering that closed on October 2, 2024. The
finder fees shares were issued pursuant to an exemption from registration provided by Section 4(a)(2) of the Securities Act, for transactions not involving a public offering.

Effective October 22,  2024,  we extended the expiration dates of  certain  warrants  to  purchase up to 653,746 common shares,  by twelve months until  Nov 6,  2025 (the “Warrant
Extension”). These warrants were issued pursuant to private placements which closed on November 8, 2022. Each warrant entitles the holder thereof to acquire one common share at an
exercise price of $3.75 per common share, and all other terms of the warrants, including exercise price, remain the same.

On October 24, 2024 we announced that we received formal notice from the Nasdaq Stock Market stating that we had regained compliance with the minimum bid price requirement set
forth in Nasdaq Listing Rule 5550(a)(2). As previously disclosed, we received a written notice on April 24, 2024, notifying us that we had failed to meet the $1.00 per share minimum bid
price requirement for continued inclusion on the Nasdaq Stock Market. To regain compliance with the Listing Rule, our common shares were required to maintain a minimum closing bid
price of $1.00 or more for at least 10 consecutive business days, which was achieved on October 21, 2024. The Nasdaq Stock Market has stated that this matter is now closed.

On December 11, 2024, our subsidiaries A2Z Advanced Solutions Ltd. (the “Buyer”) and Cust2mate Ltd. (“CL”) entered into a Loan Repayment and Option Grant Agreement (“Loan and
Option Agreement”) with Smart Cart Ltd. (“Smart Cart”) and Oren Orlitsky (“Orlitsky” and, together with Smart Cart, the “Sellers”), pursuant to which CL agreed to pay back to the
Sellers their loan to CL in the amount of $363,714. The Sellers also granted the Buyer an option to purchase their combined 19.33% interest (on an as issued but not fully diluted basis) in
CL (the “Transaction Shares”) for $2,000,000 (the “CL Option”). The Buyer can exercise the option in full until December 31, 2025. If such option is exercised, and CL enters into a
fundamental transaction in the amount exceeding $10,500,000 by and including December 31, 2025, the Sellers shall receive that excess amount which they would have received had they
held the Transaction Shares on December 31, 2024. As described above, on February 13, 2025, the Buyer and Sellers agreed to amend the Loan and Option Agreement and the Buyer
exercised the CL Option and paid $1.85 million for the Transaction Shares.
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On December 16, 2024, the Company closed a registered direct offering, for gross proceeds of approximately $12.5 million, before deducting the offering expenses payable by the
Company, at a purchase price of $6.40 per share and issued an aggregate of 1,947,000 common shares. The Company paid $997 thousand in cash and issued 146,940 common shares as
finders’ fees to certain non-US and non-Canadian residents in connection with the Registered Direct Offering, which shares were issued pursuant to an exemption from registration
provided by Section 4(a)(2) of the Securities Act, for transactions not involving a public offering.

On January 29, 2025, the Company announced the pricing of an underwritten public offering of 3,281,250 common shares at a public offering price of $6.40 per share (the “Underwritten
Offering”). The Company concurrently announced the pricing of a registered direct offering of 1,406,250 common shares at a purchase price of $6.40 per share (the “Registered Direct
Offering”). All securities to be sold in the offering are being sold by the Company. The offerings closed on January 29. The total gross proceeds to the company were $30 million, before
deducting underwriting discounts and other offering expenses. The Company intends to use the proceeds for continued development and expansion of existing business, and for working
capital purposes. Titan Partners Group, a division of American Capital Partners, is acting as sole bookrunner for the underwritten public offering. The Company paid $2.4 million in cash
toward underwriter discounts and issued to the Underwriter, or its assignees, five-year warrants to purchase 229,688 Common Shares with an exercise price of $8.00 per share. The
Company also issued 60,650 common shares as finders’ fees to a non-US resident in connection with the Registered Direct Offering, which shares were issued pursuant to an exemption
from registration provided by Section 4(a)(2) of the Securities Act, for transactions not involving a public offering.

On February 12, 2025, A2ZAS and the shareholders entered into a share purchase agreement pursuant to which A2ZAS exercised the Call Option and acquired an additional 66,194
ordinary shares of Cust2Mate, together constituting 19.81% of the issued and outstanding shares of Cust2Mate (on a fully diluted basis) for the aggregate purchase price of $1.85 million.
After the acquisition of the 66,194 shares in Cust2Mate the Company now holds in aggregate 322,743 shares of Cust2Mate, constituting 96.58% of Cust2Mate’s issued and outstanding
share capital.

Our website address is www.a2zas.com. Information contained on, or accessible through, our website is not a part of this Annual Report and the inclusion of our website address in this
Annual Report is an inactive textual reference. The SEC maintains a website at www.sec.gov that contains reports, proxy and information statements, and other information regarding
registrants that make electronic filings with the SEC using its EDGAR system. Similar information can also be found under the Company’s profile on SEDAR+ at www.SEDAR.com.

B. Business Overview

Precision Metal Parts Advanced Engineering Smart Carts Total (*)
Revenues (in thousands of $US)
Year ended December 31, 2024 $ 4,844 $ 1,790 $ 532 $ 7,166
Year ended December 31, 2023 $ 3,084 $ 2,163 $ 6,128 $ 11,375
Year ended December 31, 2022 $ 3,958 $ 1,705 $ 3,688 $ 9,351

(*) All revenues are generated in the state of Israel.

Revenues from the smart cart segment are generated from one customer, and account for 7%, 54%, and 40% of the Company’s revenues for the years ended December 31, 2024, 2023, and
2022. Revenues from the advanced engineering segment are generated from numerous customers, and account for 25%, 19%, and 18% of the Company’s revenues for the years ended
December 31, 2024, 2023, and 2022. Revenues from the precision metal parts segment are generated from dozens of customers, and account for 68%, 27%, and 18% of the Company’s
revenues for the years ended December 31, 2024, 2023, and 2022.
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Business of the Company

We are an innovative technology company operating the following four complementary business lines through our subsidiaries: (i) development and commercialization of retail “smart
cart” solutions designed primarily for use in large grocery stores and supermarkets (“Cust2Mate Carts” or “Cust2Mate Products”); (ii) manufacture of precision metal parts; (iii) provision
of maintenance services in Israel, including for Cust2Mate Products deployed in Israel; and (iv) development of our Fuel Tank Inertia Capsule System technology, or FTICS, a vehicle
device cover for the military and civilian automotive industry. We have a network of technological partners including, among others, NCR, Toshiba, Asus, Lenovo, Accenture, Flex,
Edgify, and Sensepass.

In 2020, we began to rapidly develop smart carts for the retail industry, with the aim of becoming the leading mobile checkout system in the international market by providing the optimal
solution for shoppers and supermarket retailers. We have since focused the majority of our strategic planning, investment, research, development and marketing efforts on our Cust2Mate
Products, as management currently believes our operational capabilities are most effectively leveraged by growing market share in the smart cart industry.

On February 3, 2022, we completed the acquisition of precision metal parts manufacturer Isramat.

Smart Cart Products and Services

Cust2Mate is a mobile self-checkout shopping cart solution that streamlines the retail shopping experience. With a user-friendly smart algorithm, touch screen and computer vision
technology, our Cust2Mate smart cart scans, recognizes and adds to a displayed shopping list, each item placed in the cart, providing the shopper with real-time information regarding
items in the cart and tabulating the total cost of purchase. Our in-cart solution also enables shoppers to use the cart as the point of sale by use of mobile payment applications, e-wallets and
other financial services. Cust2Mate’s point of sale feature effectively increases overall efficiency of the shopping experience, by expanding payment options for shoppers and retailers
alike, reducing the need for cashiers, and reducing checkout wait times, which ultimately leads to improved customer engagement and satisfaction.

We combine scanning, computer vision, security scales and other anti-fraud/theft technologies, with a large screen tablet capable of relaying real-time shopping information and value-
added digital services. Our solution is stackable and lightweight, with a robust recognition platform that provides a higher level of accuracy in product identification, leveraging in-store
Wi-Fi and cutting-edge software.

For retailers, Cust2Mate enables improved inventory management, increased efficiency, reduced labor costs, increased anti-fraud protection, reduced theft and real-time data analytics and
insights regarding consumer behavior. Our solutions are designed to easily integrate with existing store systems.

The Cust2Mate touch screen allows for the display of advertisements, promotions and other digital services which can bring added value to shoppers and additional revenue sources to
retailers.

We have launched a modular version of the Cust2Mate smart cart, allowing local set-up with modular parts, making mass production and deployment of our smart carts faster and more
efficient. With a detachable control unit, our new generation cart will employ the same technologies as our previous offerings, presently deployed in the Yochananof retail chain in Israel
and in pilot programs throughout the world.

Our largest smart carts are available in 212 liter and 275 liter sizes, as customized at the discretion of retailers.

We also offer smaller, lighter smart carts, available in 180 liter and 75 liter sizes, with the same touch screen, detachable control panel and security features of our larger carts. Our smaller
carts are ideal for urban groceries and supermarkets, drugstores and duty-free shops, where aisles space tends to be limited.

We leverage third-party partners for the manufacture of our Cust2Mate Products in the locations we serve.
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Our Customers

M. Yochananof and Sons (1988) Ltd. (“Yochananof”), a large Israeli retailer, has been our largest Cust2Mate customer to date. Yochananof placed an initial order for an aggregate of 1,300
Cust2Mate smart carts which we are in the process of fulfilling. As of September 30, 2023, we have delivered all the smart carts in connection with Yochananof’s initial purchase order.
On April 27, 2023, Yochananof delivered a non-binding letter of intent to purchase up to an additional 1,700 smart carts on terms and conditions to be agreed by definitive agreement. In
addition, we have entered into a maintenance and support agreement with Yochananof. Our Maintenance Services division handles the maintenance and support services required for
Cust2Mate Products deployed in Israel.

HaStok Concept Ltd., one of Israel’s leading home design and household essentials retail chain with approximately 40 stores across Israel, delivered a purchase order on April 20, 2023.
The agreement marked a significant expansion for our smart cart solution into a new vertical outside of grocery retail. The Hastok purchase order was for up to 1,000 smart carts and is
comprised of an upfront payment, a guaranteed monthly payment, and a revenue share agreement on added value solutions, such as advertising. On October 31, 2023, Hastok increased its
order by an additional 1,000 smart carts, to a total of 2,000 smart carts.

On May 29, 2023, we signed an agreement with Morton Williams Supermarkets, a U.S. supermarket with locations throughout the New York City metropolitan area, for the order for up to
100 Cust2Mate smart carts. The Morton Williams order follows our successful pilot of Cust2Mate smart carts at the grocer’s West End Avenue store in Manhattan. The first batch of the
smart carts were deployed in in the fourth quarter of 2024.

On June 19, 2023, we entered into a significant partnership with IR2S, which is intended to deploy 30,000 smart carts until the end of 2026 across renowned retail chains in France. With
IR2S providing integration and other services, including Monoprix and the Casino Group (who operate over 700 and over 10,500 stores respectively), the logistics and service support for
the smart carts will be efficiently carried out. IR2S, a leading integrator of advanced retail technologies (including integration and other services) to many prestigious clients in France,
will play a pivotal role in managing the installation, support, and maintenance of the smart carts. IR2S is well-positioned to manage and integrate Cust2Mate’s smart cart solution,
providing local hardware and software support to ensure a seamless customer experience. The definitive agreement with IR2S was signed in September 2023. The first purchase order to
deliver 250 smart carts to Monoprix stores was received in October 2023, with anticipation for deployment at 20 select Monoprix locations. The first batch of smart carts was delivered to
the Monoprix Monop Malakoff store near the Champs Elysées, Paris in August 2024. In addition, on August 6, 2024, and as part of the IR2S agreement, we started deploying our smart
carts at a Paris (17th quarter) Franprix store, allowing customers to shop and pay using the smart carts. On September 27, 2024, we announced that we had received a follow-on order from
Franprix franchise stores for its Cust2Mate Smart Carts at 10 additional Franprix stores, which smart carts are expected to be deployed by the end of the second quarter of 2025.

On September 19, 2024, we announced that we had entered into a framework agreement with Level 10, LLC, a leading retail IT service provider, for in-field installation, deployment, in-
store and laboratory support, maintenance, help desk services and warranty fulfillment related to the company’s Cust2Mate smart cart solutions to be rolled out in the United States.

On September 10, 2024, we announced our strategic partnership with Nayax Ltd., a global commerce enablement payments and loyalty platform designed to help merchants scale their
business, to pair Nayax’s convenient automated self-service retail mobile payment system with our innovative smart cart platform for smart retail stores. The smart carts with Nayax’s
payment solution will initially be deployed in France. Further, on September 25, 2024, we announced that we had entered into a framework agreement with Nayax Capital, whereby Nayax
Capital will enable financing for the sale or lease of Cust2Mate smart carts enabled with Nayax’s complete solution.

On October 10, 2024, we announced that we signed a framework agreement with Trixo (“Trixo”), a leading retail technology integrator providing technology and IT and other services in
Mexico and Central America, for in-field installation, deployment, in-store and laboratory support, maintenance, help desk services and warranty fulfillment related to our Cust2Mate
smart cart solutions to be rolled out in Mexico and Central America.

Our objective is to generate orders of several thousand Cust2Mate smart carts in 2025.
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Our Markets

We aspire to be the global leading provider of smart carts and associated technology solutions, providing a superior customer experience and cutting-edge platform for digital value-added
services, easing the pain points for all stakeholders in the retail industry.

The market for smart carts is large and diverse, and includes grocery stores, hardware stores, household essentials, “do it yourself (DIY)” retailers, discount stores, warehouse stores,
convenience stores, drug stores, duty free shops and similar outlets.

We have designed the range of our Cust2Mate smart carts to accommodate the needs of a varied customer base: large carts for hypermarkets or large stores, medium carts for supermarkets
or medium sized stores, and small carts for city stores, drug stores, duty free shops, etc. We are also able to customize our carts with a “look and feel” unique to each retailer as requested.

Business Model

We envision deriving several distinct revenue stream opportunities from big data, retail media, and third party applications:

● Outright Purchase Model. The outright purchase of smart carts by customers and payment of a monthly maintenance fee has been the business model to date. For example,
the first 1,300 carts ordered by Yochananof were sold to it outright with revenue recognized upon delivery. We intend to move away from this model; however, it will remain
available as some retailers prefer this option.

● Subscription Based Model. We intend to retain title to our smart carts and make them available to customers on a multiyear subscription basis, against payment of a one-time
up-front payment and monthly fees to cover hardware and software maintenance, service and version updates. The length of the subscription period depends on many
variables unique to each customer, including the design and customization required by the customer, and the size of the up-front payment. We intend to fund the manufacture
of our smart carts at scale, against orders, through loans against receivables from such orders, whilst looking to lower per unit manufacturing costs and increase margin as
unit sales increase. The subscription model would also enable us to charge additional fees for add-on features such as store navigation maps, shopping lists,  etc. The
subscription model should also facilitate the provision of the smart carts to customers and, as revenue would be recognized monthly, would allow for a sustained increase of
revenue in conjunction with the increase in the installed base of the smart carts.

● Digital Services. As our smart carts are fully integrated into the retailers’ systems, we envision them serving as a de-facto marketplace, which we refer to as a Smart Cart
Marketplace,  for  all  retail  directed  apps  and digital  services.  Our  Cust2Mate smart  carts  incorporate  a  large touch screen,  and can present  to the shopper  additional
information at the discretion of the retailer, such as details of the shopper’s purchases, ingredients of goods purchased, allergy information, shopping lists, in-store navigation
for goods, and many more applications, while simultaneously facilitating the provision of real-time personalized and directed promotions, advertisements, e-coupons and
other digital services by all stakeholders in the retail industry (such as the retailer, consumer product and other manufacturers and advertisers and any third party service
provider that joins the Smart Cart Marketplace). As these promotions, advertisements, coupons, etc., are displayed to the shopper when the shopper is deciding what to buy
(and not, for example, when the shopper is paying for products already purchased), we believe that digital services will be of considerable value to shoppers, retailers,
manufacturers and other third parties. We intend to enter into revenue sharing agreements with stakeholders, allowing us, our customers and relevant third parties to all enjoy
increased revenue streams, whilst simultaneously providing shoppers with significant added value. We believe that digital revenues from the Smart Cart Marketplace can
become considerable. As the revenue to retailers from digital services increases, the net cost of our smart carts to retailers is expected to decrease.
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● AI Empowered Big Data Analytics. At present, in many instances the retailer has limited information regarding the actions and decisions of the shopper until the actual time
of payment. The retailer may often not know when a shopper has entered the store, how much time a shopper has spent in the store, the route the shopper takes, or where a
shopper spends most or as little time in the store, how decisions are actually made by the shopper, and similar customer behavioral information. We are developing software
for our smart carts to generate a wealth of data on such shopping behavior which will be made accessible to the Company’s advanced AI service (under development) for
insight generation, as well as raw data access to clients for use by with their own advanced data departments. The insights based on the domain knowledge the Company has
accumulated from its product will serve stakeholders in the retail industry.

Competition and Competitive Strengths

There are a number of companies currently offering smart carts to the retail industry in one form or another. Our Cust2Mate Products, and some of other industry players, offer mobile
self-checkout smart carts in which goods are scanned when placed in the smart cart. Other industry participants offer solutions based on “Scan and Go” or image recognition technologies.
We believe we are one of the only smart carts providing a full end-to-end turnkey solution for all customers. Below is a brief summary of the various technologies:

● “Scan and Go” comprises a scanner and screen, either on cart or connected to an app on the mobile phone. These solutions generally come without large screens and thus
cannot efficiently provide information and digital services, without on cart anti-fraud protection and without on cart payment capabilities. Though inexpensive, the scan and
go carts do not provide the full user experience and retailer added value offered by our Cust2Mate Products.

● Image Recognition. Many companies are trying to offer smart carts which do not require the scanning of products but instead claim to utilize software which recognizes the
products as they are being placed in the smart cart (“one to many”). We believe that there remain technological hurdles to adopting image recognition software both on a
practical and conceptual level. On a practical level, every store contains at least several tens of thousands of SKUs which have to be accurately recognized every time in all
configurations, from all angles and in different lighting backgrounds, within a very short time without charging the shopper for products not purchased, while charging the
shopper for all products purchased. This is a significant technological challenge. On a conceptual level, we believe many types of products are not easily adapted to image
recognition, such as clothing size, and meats and cheeses purchased over the counter.

In addition, in an attempt to mitigate the increasing frustration of shoppers at the lengthening queues in the stores, many retailers have installed self-checkout (SCO) stations with the aim
that these would lead to a quicker checkout and reduced labor cost. However, these SCO stations have not adequately solved such problems, as check-out queues have not disappeared,
and the SCO stations have been accompanied by equipment issues, high up-front costs, consumer confusion, sub-optimal use of space and increased risk of theft.

We believe that our Cust2Mate Products have, and can further develop, the following competitive strengths:

● our smart carts utilize existing technologies proven to work—there is no technological risk to overcome; barcode scanning is a tried and tested, easy to use technology which
can easily be adapted for use in a smart cart;

● our software, hardware and customer success teams have, among them, decades of experience in retail technology, supporting our efforts to design one stop shop smart cart
solutions which answer the needs of the shopper, retailer and other stakeholders in the retail industry;
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● our smart carts have a proven track record with hundreds of smart carts deployed in multiple sites and markets, enabling us to provide the most comprehensive working
solution, customer experience and digital platform;

● our smart carts have multiple anti-fraud/theft capabilities which significantly reduce shrinkage from the carts without harming the shopping experience;

● we have successfully completed an initial trial of a computer vision product recognition solution, capable of matching the product put into our smart cart with the product
scanned (“one to one” as opposed to “one to many”);

● we have a filed a patent application of an AI-driven anomaly detection module which employs deep learning algorithms to monitor and analyze shopper behavior in real-time
(“the AI-Powered Shopping Cart Inventory Change Indicator System”), identifying patterns that may indicate theft or other irregular activities, which utilizes high-resolution
cameras to capture detailed images of items placed into or removed from the shopping cart. The computer vision system processes these images to detect any changes,
enabling the system to identify discrepancies and potential theft attempts, thereby significantly improving inventory accuracy and security.

● we intend to continue the development of “one to one” computer vision software and the AI-Powered Shopping Cart Inventory Change Indicator System and incorporate the
solutions in future Cust2Mate smart cart offerings. The solution will supplement the smart car’s other anti-theft and fraud protection components;

● a barcode can provide additional information, over and above product identification; for example, by providing details of the expiry or best before date which could allow
dynamic pricing based on proximity of such date;

● our smart carts can provide the retail industry with new revenue streams and insights; and

● our contemplated installed base subscription model allows for consistent revenue growth in a very large addressable market.

We continue to improve our smart carts. We have launched a lighter and easier to maneuver modular smart cart with a detachable control unit, allowing the cart, without its expensive
components, to leave the store premises and to be retrofitted onto existing carts.

Marketing and Sales

We are currently marketing directly to targeted customers and indirectly through local partners. In Israel, we sell our Cust2Mate Products directly to our retailer customers. Outside of
Israel, our local partners are responsible for support, training, implementation and sales of our Cust2Mate Products, while we focus on product development and direct marketing with
strategic customers.

We currently have local distribution and service partners in the United States, Thailand, Mexico, Central America, Australia, France, Chile and Romania. In the United States, we have a
non-exclusive relationship with our distributor, who provides products and services to several thousands of stores nationally. On July 12, 2023, Cust2mate established a wholly owned
subsidiary Cust2mate USA Inc. (“Cust2Mate USA”) as a strategic move to serve the thriving U.S. retail market more effectively. On September 19, 2024, we announced that we had
entered into a framework agreement with Level 10, LLC, a leading retail IT service provider, for in-field installation, deployment, in-store and laboratory support, maintenance, help desk
services and warranty fulfillment related to our Cust2Mate smart cart solutions to be rolled out in the United States.
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Our distributors in France, Mexico, Central America, Chile and Australia (each exclusive for certain chains) are leading suppliers and integrators of retail technologies throughout the
country. In Romania, we have an exclusive distributor relationship with a leading recognized information technology provider to the retail industry in Romania. In Thailand, we have an
exclusive distributor relationship with a leading supplier of software to the retail industry.

Our go-to-market strategy is built on the retail, grocery, and DIY markets, with a focus on supermarkets and hypermarket food chains within Tier 1 (thousands of stores) and Tier 2
(hundreds of stores). We will manage targeted customers for Cust2Mate Products in selected regions directly, leveraging select local partners for sales and distribution. Our local partners
will take full responsibility for support, training, implementation and sales, while we will focus on product development and direct contact with strategic customers.

On September 10, 2024 we announced a strategic partnership with Nayax Ltd., to pair Nayax’s convenient automated self-service retail mobile payment system with A2Z Cust2Mate’s
innovative smart cart platform for smart retail stores. Nayax and A2Z Cust2Mate will collaborate to sell the Cust2Mate 3.0 smart cart system with integrated Nayax payment technology
as a unified, end-to-end solution for retailers around the world. The first smart carts with Nayax’s payment solution have been deployed in France.

We presently contemplate that Cust2Mate would (directly or through subsidiaries which it would establish for each country), be the provider of the smart carts to the retailers and that
Cust2Mate would enter into a revenue share or other commercial arrangement with its local distribution and service partners.

Changes to Board of Directors and Formation of Advisory Board

In July 2023, Adi Vazan was appointed to the Company’s board of directors. Mr. Vazan is an experienced entrepreneur and accomplished senior executive, with extensive and diverse
experience in managing companies and organizations, with understanding of both the technological and business aspects inherent in the Company’s activities. Also in July 2023, Niv Raz
resigned from the Company’s board of directors. His resignation was not due to any disagreement with the Company, its policies, or management.

In September 2023, Cust2Mate formed an advisory board, to help guide strategic initiatives and drive company growth. The Company is leveraging the advisory board to help scale and
expand its Cust2Mate solution. In September 2023, the Company appointed Steve Robinson as a member of the advisory board. With over 30 years of experience in supply chain and
operations, Mr. Robinson brings a deep understanding of the retail industry from his roles at Walmart and Starbucks. Mr. Robinson previously served as the Vice President of Global
Supply Chain at Walmart Inc., one of the world’s largest and most influential retailers. In this role, he oversaw the management of the company’s supply chain, driving operational
efficiencies and ensuring seamless logistics across Walmart’s extensive network. In a similar role at the Starbucks Corporation as the Vice President of the Starbucks Center of Supply
Chain Excellence, he played a key part in fueling hyper-growth and delivering substantial value, contributing significantly to Starbucks’ global success. In September 2023, the Company
appointed Scott Ukrop as a member of the advisory board. With a wealth of experience in retail grocery, consumer packaged goods, venture capital, and strategic advisory services, Mr.
Ukrop will play a pivotal role by aligning Cust2Mate’s units and offerings with the dynamic and evolving needs of major retailers. Mr. Ukrop’s extensive 35-year experience spanning
across retail and food will help the company in its efforts to elevate the customer experience and deliver substantial value to its clients. Mr. Ukrop has achieved significant milestones in
the retail grocery industry as he led the evolution of Ukrop’s Super Markets’ valued customer program.

In March 2024, Gadi Graus was appointed Chief Executive Officer of the Company’s subsidiary, Cust2mate Ltd. in place of Guy Mordoch. Mr. Graus currently serves as the Chief
Executive Officer, director and President of the Company, and as a director of Cust2Mate Ltd. Prior to joining the Company, Gadi Graus was a senior partner at Shibolet & Co., Law
Offices, one of Israel’s largest law firms. Mr. Graus has an LLB from Hebrew University, Jerusalem, Israel and an MBA from the Kellogg - Recanati program (Tel-Aviv University and
Northwestern University).
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On August 12, 2024, the Company announced the appointment of Mr. Alan Rootenberg to the position of Chief Financial Officer, effective immediately. The Company wishes to thank
Gadi Levin for his service as Chief Financial Officer and wish him the best as he continues with his other business endeavours, including continued consulting services to the Company.
Mr. Rootenberg has over 45 years of accounting and financial services experience, having also served as the chief financial officer of other publicly listed companies. In addition, Mr.
Rootenberg has a BCom CPA designation. In connection with his appointment as Chief Financial Officer, Mr. Rootenberg resigned from the audit committee of the board of directors and
was replaced by director Adi Vazan.

C. Organizational Structure

The following chart lists our material subsidiaries as at the date of this Annual Report, their respective jurisdictions of incorporation, and our direct and indirect ownership interest in each
of these subsidiaries:

D. Property, Plants and Equipment

The corporate headquarters of A2Z Cust2Mate Solutions Corp. is located at 1600 - 609 Granville Street Vancouver, British Columbia, Canada V7Y 1C3. One of the Company’s Israeli
subsidiaries leases office space with the lease expiring on March 1, 2025. Lease payments are approximately $11 thousand per month ($132 thousand annually). Another one of the
Company’s Israeli subsidiaries leases warehouse space, with the lease expiring on June 30, 2025. Lease payments are approximately $3.5 thousand per month ($45 thousand annually).
Another one of the Company’s Israeli subsidiaries leases its factory space with the lease expiring on March 31, 2027. Lease payments are approximately $17 thousand per month ($202
thousand annually).

ITEM 4A. UNRESOLVED STAFF COMMENTS

None.

ITEM 5. OPERATING AND FINANCIAL REVIEW AND PROSPECTS

The following discussion and analysis should be read in conjunction with our financial statements and related notes and the related information included elsewhere in this Annual Report.
This discussion and other parts of this Annual Report contain forward-looking statements based upon current expectations that involve risks and uncertainties. Our actual results and the
timing of selected events could differ materially from those anticipated in these forward-looking statements as a result of several factors, including those set forth under “Risk Factors” and
elsewhere in this Annual Report.
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The preparation of financial statements in conformity with these accounting principles requires us to make estimates and assumptions that affect the reported amounts of assets and
liabilities, disclosure of contingent liabilities at the financial statement date and reported amounts of revenue and expenses during the reporting period. On an on-going basis, we review
our estimates and assumptions. The estimates were based on historical experience and other assumptions that we believe to be reasonable under the circumstances. Actual results are likely
to differ from those estimates or other forward-looking statements under different assumptions or conditions, but we do not believe such differences will materially affect our financial
position or results of operations. Our actual results may differ materially as a result of many factors, including those set forth under the headings entitled “Cautionary Note Regarding
Forward-Looking Statements” and “Risk Factors”.

COMPANY OVERVIEW AND DESCRIPTION OF THE BUSINESS

We are an innovative technology company operating the following four complementary business lines through our subsidiaries: (i) development and commercialization of retail “smart
cart” solutions designed primarily for use in large grocery stores and supermarkets (“Cust2Mate Carts” or “Cust2Mate Products”); (ii) manufacture of precision metal parts, in part for use
in our Cust2Mate Products; (iii) provision of maintenance services in Israel, including for Cust2Mate Products deployed in Israel; and (iv) development of our Fuel Tank Inertia Capsule
System technology, or FTICS, a vehicle device cover for the military and civilian automotive industry. We have a network of technological partners including, among others, NCR,
Toshiba, Asus, Lenovo, Accenture, Flex, Edgify, and Sensepass.

In 2020, we began to rapidly develop smart carts for the retail industry, with the aim of becoming the leading mobile checkout system in the international market by providing the optimal
solution for shoppers and supermarket retailers. We have since focused the majority of our strategic planning, investment, research, development and marketing efforts on our Cust2Mate
Products, as management currently believes our operational capabilities are most effectively leveraged by growing market share in the smart cart industry.

RESULTS OF OPERATIONS

The following is a discussion of the results of operations which have been derived from the financial statements of the Company for the years ended December 31, 2024, 2023 and 2022
(in thousands of U.S. Dollars):

Year ended December 31,
2024 2023 2022

Revenues $ 7,166 $ 11,375 $ 9,351
Cost of revenues 5,180 9,382 7,517
Gross profit 1,986 1,993 1,834

Expenses: 28% 18%
Research and development costs $ 4,017 $ 4,751 $ 4,462
Sales and marketing costs 1,216 1,377 475
General and administration expenses 9,662 13,933 13,599
Loss on impairment 1,727 1,027 -
Operating loss (14,636) (19,095) (16,702)

Loss (gain) on revaluation of warrant liability 4,389 (1,255) 254
Financial income (158) (85) -
Financial expense 396 302 1,391
Loss before taxes on income $ (19,263) $ (18,057) $ (18,347)
Income tax expense - - -)
Loss for the year $ (19,263) $ (18,057) $ (18,347)

Other comprehensive income
Item that will not be reclassified to profit or loss:
Adjustments arising from translating financial statements of foreign operations 775 303 (936)

Remeasurement loss from defined benefit plans 6 1 10
Other comprehensive income (loss) 781 304 (926)

Total comprehensive loss for the year $ (18,482) $ (17,753) $ (19,273)

Less: Net loss attributable to non-controlling shareholders (2,267) (1,996) (1,790)
Net loss attributable to A2Z’s shareholders $ (16,215) $ (15,757) $ (17,483)

Basic and diluted loss per share $ (0.80) $ (0.46) $ (0.60)
Weighted average number of shares outstanding 21,369,527 34,748,029 27,681,778
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Year ended December 31, 2024 compared to the year ended December 31, 2023

Revenues

Year ended December 31,
2024 2023

Advanced Engineering $ 1,790 $ 2,163
Smart Carts 532 6,128
Precision Metal Parts 4,844 3,084

$ 7,166 $ 11,375

Revenues for the year ended December 31, 2024, were $7,166 thousand as compared to $11,375 thousand for the year ended December 31, 2023. The decrease is due primarily to the
decrease in revenues in the Company’s smart cart segment as the Company completed delivery of its purchase order to Yochananof in 2023 and the Company is rolling out its new
generation smart cart.

While revenues from the smart cart division is currently derived from only one customer, revenues from the Company’s advanced engineering and precision metal parts segments are
derived from hundreds of customers.

Cost of revenues

Cost of revenues for the year ended December 31, 2024, were $5,180 thousand as compared to $9,382 thousand for the year ended December 31, 2023. The decrease is due primarily to
the decrease of cost of revenues in the smart cart segment. Cost of revenues in the smart cart segment for the year ended December 31, 2024, was $274 thousand as compared to $5,550 for
the year ended December 31, 2023.

The Company’s gross margin in the advanced engineering segment fluctuates depending on the level of revenue, since a large component relates to fixed payroll costs, and the nature of
the project, as some project types have higher margins than others.

Research and development expenses

Year ended December 31,
2024 2023

Payroll and related expenses $ 2,417 $ 1,758
Subcontractor and outsourced work 1,245 2,331
Share-based compensation 191 532
Pilot expenses and other 164 130

$ 4,017 $ 4,751
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Research and development expenses related mainly to the Company’s Cust2Mate product. Most of these expenses relate to outsourced software engineers that work on integrating future
customers’ point of sales systems to the Company’s software.

Research and development expenses were $4,022 thousand for the year ended December 31, 2024, as compared to $4,751 thousand for the year ended December 31, 2023. The decrease
in 2024 results from the replacement of subcontractors and outsourced work with the hiring of additional employees who are able to do the same work at a lower cost. Payroll and related
expenses were $2,417 thousand for the year ended December 31, 2024, as compared to $1,758 thousand for the year ended December 31, 2023. The increase is primarily due to an
increase in the number of employees in the Company’s smart cart segment. Subcontractor and outsourced work were $1,245 thousand for the year ended December 31, 2024, as compared
to $2,331 thousand for the year ended December 31, 2023. The decrease is primarily due to a decrease in the subcontractor and outsourced work in the Company’s smart cart segment.

Sales and marketing

Sales and marketing expenses were $1,287 thousand for the year ended December 31, 2024, as compared to $1,377 thousand for the year ended December 31, 2023. The decrease is
primarily due to a decrease in marketing costs for the marketing of the Company’s Cust2Mate smart cart.

General and administrative expenses

Year ended December 31,
2024 2023

Payroll and related $ 2,891 $ 4,007
Professional fees 2,728 2,370
Share-based compensation 1,632 4,531
Depreciation and amortization 552 591
Office maintenance 440 369
Public company related expenses 144 824
Rent and related 200 360
Travel 239 156
Directors and officers insurance 228 253
Investor Relations 258 -
Other 350 472

$ 9,662 $ 13,933

General and administrative expenses were $9,662 thousand for the year ended December 31, 2024, as compared to $13,933 thousand for the year ended December 31, 2023. The decrease
is primarily due to the decrease in share-based compensation which amounted to $1,632 thousand for the year ended December 31, 2024, compared to $4,531 thousand for the year ended
December 31, 2023. The decrease in share-based compensation is mainly due to a decrease in share-based grants in 2024 in comparison to 2023. Another significant factor to the decrease
in general and administrative expenses is the decrease in public company related expenses, which amounted to $144 thousand for the year ended December 31, 2024, compared to $824
thousand for the year ended December 31, 2023. The decrease in public company related expenses is mainly due to cost-cutting measures taken by the Company. Another significant
factor to the decrease in general and administrative expenses is the decrease in payroll which amounted to $2,891 thousand for the year ended December 31, 2024, compared to $4,007
thousand for the year ended December 31, 2024. The decrease in payroll is mainly due to cost-cutting measures taken by the Company as well as a reduction in headcount.

Loss on impairment

Loss on impairment for the year ended December 31, 2024, was $1,727 thousand as compared to a loss of $1,027 thousand for the year ended December 31, 2023. The loss in 2024 relates
to the impairment of an intangible asset recognized by the Company as a result of an undeveloped patent. The loss in 2023 relates to the impairment of goodwill recognized by the
Company.

Loss on impairment of goodwill for the year ended December 31, 2024, was $Nil thousand as compared to a loss of 1,027 thousand for the year ended December 31, 2023, this shows
improvement in the profits in the Company’s precision metal parts segment, that have led the Company to determine that there are no signs of decline in the value of Isramat, and no need
to recognize a loss of impairment of goodwill.
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Loss on revaluation of warrant liability

Loss on revaluation of warrant liability for the year ended December 31, 2024, was $4,389 thousand as compared to a profit of $1,255 thousand for the year ended December 31, 2023.
The loss in 2024 relates to the increase in the value of the warrant liability as of December 31, 2024, primarily caused by the increase in the Company’s share price.

Financial expenses

Financial expenses, net for the year ended December 31, 2024, were $238 thousand as compared to $217 thousand for the year ended December 31, 2023. The expenses in 2023 were
mainly a result of the recognition of the commitment to compensate former shareholders of Isramat. Financial expenses comprise interest on loans and leases, interest and accretion in
respect of application of IFRS 16, revaluation of a provision and long term financial asset, and bank charges.

Year ended December 31, 2023 compared to the year ended December 31, 2022

Revenues

Year ended December 31,
2023 2022

Advanced Engineering $ 2,163 $ 1,705
Smart Carts 6,128 3,688
Precision Metal Parts 3,084 3,958

$ 11,375 $ 9,351

Revenues for the year ended December 31, 2023, were $11,375 thousand as compared to $9,351 thousand for the year ended December 31, 2022. Revenues from the Company’s smart
cart segment for the year ended December 31, 2023, were $6,128 thousand as compared to $3,688 thousand for the year ended December 31, 2022. Revenues from the supply of smart
carts started in 2022, with the delivery of the first smart carts to Yochananof, the Company’s first pilot project. Revenues from the Company’s traditional operations remain largely
consistent with the year ended December 31, 2022.

While revenues from the smart cart division is currently derived from only one customer, revenues from the Company’s advanced engineering and precision metal parts segments are
derived from hundreds of customers.

Cost of revenues

Cost of revenues for the year ended December 31, 2023, were $9,382 thousand as compared to $7,517 thousand for the year ended December 31, 2022. The increase is due primarily to
the inclusion of cost of revenues of Isramat ($3,462 thousand). The cost of revenues in the smart cart segment for the year ended December 31, 2023, was 5,550 thousand as compared to
$2,892 for the year ended December 31, 2022.
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The Company’s gross margin in the advanced engineering segment fluctuates depending on the level of revenue, since a large component relates to fixed payroll costs, and the nature of
the project, as some project types have higher margins than others. The gross margin for smart carts is nil in the prior year as there were no revenues during that period.

Research and development expenses

Year ended December 31,
2023 2022

Payroll and related expenses $ 1,758 $ 867
Subcontractor and outsourced work 2,331 3,362
Share-based compensation 532
Legal fees - 20
Pilot expenses and other 130 212

$ 4,751 $ 4,462

Research and development expenses related to the Company’s Cust2Mate product.  Most of these expenses relate to outsourced software engineers that work on integrating future
customers’ point of sales systems to the Company’s software.

Research and development expenses were $4,751 thousand for the year ended December 31, 2023, as compared to $4,462 thousand for the year ended December 31, 2022. The increase is
primarily due to an increase in subcontractor and outsourced work costs for the development of the Company’s Cust2Mate smart cart.

Sales and marketing

Sales and marketing expenses were $1,377 thousand for the year ended December 31, 2023, as compared to $475 thousand for the year ended December 31, 2022. The increase is
primarily due to an increase in marketing costs for the marketing of the Company’s Cust2Mate smart cart.

General and administrative expenses

Year ended December 31,
2023 2022

Payroll and related $ 4,007 $ 3,990
Professional fees 2,370 2,233
Share-based compensation 4,531 4,868
Depreciation and amortization 591 420
Office maintenance 369 437
Public company related expenses 824 316
Rent and related 360 126
Travel 156 150
Directors and officers insurance 253 267
Doubtful debts - 382
Other 472 410

$ 13,933 $ 13,599

General and administrative expenses were $13,933 thousand for the year ended December 31, 2023, as compared to $13,599 thousand for the year ended December 31, 2022. The increase
is primarily due to the increase in depreciation and amortization which amounted to $591 thousand for the year ended December 31, 2023, compared to $420 thousand for the year ended
December 31, 2022.
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Gain on revaluation of warrant liability

Gain on revaluation of warrant liability for the year ended December 31, 2023, was $1,255 as compared to a loss of $254 for the year ended December 31, 2022. The gain in 2023 relates
to the decrease in the value of the warrant liability as of December 31, 2023, caused primarily by the decrease in the Company’s share price.

Financial expenses

Financial expenses, net for the year ended December 31, 2023, were $217 thousand as compared to $1,391 thousand for the year ended December 31, 2022. The decrease in expenses is
mainly a result in prior year the revaluation of the commitment to compensate former shareholders of Isramat. Financial expenses comprise interest on loans and leases, interest and
accretion in respect of application of IFRS 16, revaluation of a provision, and credit card charges.

Additional annual financial information

Year Ended December 31
(In Thousands) 2024 2023 2022
Total assets $ 18,878 $ 8,519 $ 12,694
Total non-current financial liabilities 496 5,196 3,568
Distributions or cash dividends declared per-share - - -

REVIEW OF QUARTERLY RESULTS

(In Thousands) 31/12/2024 30/09/2024 30/06/2024 31/03/2024
Total revenues $ 1,857 $ 2,074 $ 1,538 $ 1,697
Gross profit (loss) $ 790 $ 746 $ 123 $ 327
Total comprehensive loss $ (10,739) $ (3,703) $ (2,952) $ (1,088)
Basic and diluted loss per share $ (0.39) $ (0.15) $ (0.12) $ (0.01)

(In Thousands) 31/12/2023 30/09/2023 30/06/2023 31/03/2023
Total revenues $ 1,349 $ 2,558 $ 2,860 $ 4,608
Gross profit $ (34) $ 368 $ 638 $ 1,021
Total comprehensive loss $ (4,041) $ (2,672) $ (6,394) $ (4,192)
Basic and diluted loss per share $ (0.12) $ (0.07) $ (0.22) $ (0.12)

The loss per quarter and related net loss per share is a function of the level of activity that took place during the relevant quarter. Total comprehensive losses in the fourth quarter of 2024
and throughout four quarters in 2023 remained consistent. The reason for the losses is due to increased research and development expenses and general and administrative costs, largely
due to the Company’s expansion ahead of expected increased revenues in future periods.

Analysis of Fourth quarter results

Revenues for the fourth quarter of 2024 were $1,857 thousand as compared to $2,074 thousand for third quarter of 2024. Gross profit for the fourth quarter of 2024 was $790 thousand as
compared to a gross profit of $746 thousand for the third quarter of 2024. Comprehensive loss for the fourth quarter of 2024 was $10,289 thousand as compared to $3,703 thousand for
third quarter of 2024. The increase is mainly due to losses on revaluation of a warrant liability in the amount of $4,048 thousand for the fourth quarter of 2024, as compared to a loss on
revaluation of a warrant liability in the amount of $539 thousand for the third quarter of 2024.

LIQUIDITY AND CAPITAL RESOURCES

The Company has incurred recurring losses and negative cash flows from operating activities since inception, such that as of December 31, 2024, the Company had accumulated losses of
$100,452 thousand and a net loss in the amount of $19,263 thousand for the year ended December 31, 2024. As of the date of the issuance of the accompanied consolidated financial
statements, the Company has not yet commenced generating sufficient revenues to fund its operations, and therefore depends on fundraising from new and existing investors to finance its
activities. Following the equity raised during the first quarter of 2025, the Company has sufficient working capital for at least the next 12 months.
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Working capital

December 31, 2024 December 31, 2023
Cash and cash equivalents 13,526 2,267
Restricted cash 206 77
Inventories 796 250
Trade receivables 2,024 1,477
Other accounts receivable 581 660
Total current assets 17,133 4,731

Short term loan and current portion of long-term loans 826 1,166
Lease liability 217 190
Trade payables 1,834 1,742
Deferred revenues - -
Other accounts payable 918 2,534
Warrant liability 7,743 -
Total current liabilities 11,538 5,632

Working capital 5,595 (901)

Cash flow

Year ended December 31,
2024 2023

Net cash used in operating activities (11,711) (11,387)
Net cash used in investing activities (269) (320)
Net cash provided from financing activities 22,808 10,893
Increase (decrease) in cash 10,828 (814)

Year ended December 31, 2024, compared to the year ended December 31, 2023

During the year ended December 31, 2024, the Company’s overall position of cash increased by $10,828 as compared to a decrease of $814 thousand for the year ended December 31,
2023. This decrease can be attributed to the following activities:

Operating activities

The Company’s net cash used in operating activities during the year ended December 31, 2024, was $11,711 thousand as compared to $11,387 thousand for the year ended December 31,
2023. The increase is due primarily to the increase in the net loss for the period.

Investing activities

Cash used in investing activities for the year ended December 31, 2024, was $269 thousand as compared to $320 thousand used in investing activities during the year ended December 31,
2023.

Financing activities

Cash provided from financing activities for the year ended December 31, 2024, was $22,808 thousand, and was mainly due to the issuance of shares and warrants in the amount of
$24,435 thousand, and the exercise of warrants in the amount of $576 thousand and proceeds from receipt of loans in the amount of $95 thousand, offset by repayment of loans in the
amount of $545 thousand, and a repayment of a contingent liability in the amount of $1,136 thousand. Cash provided from financing activities for the year ended December 31, 2023, was
$10,893 thousand, and was mainly due to an issuance of shares and warrants in the amount of $10,317 thousand, and the exercise of warrants in the amount of $102 thousand.
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Capital Resources

The Company is an early-stage technology company focused on research and development of its products and currently does not generate significant cash flows from some areas of its
operations.

As at December 31, 2024, the Company had an estimated working capital of $5.6 million including a cash balance of $13.5 million.

On January 3, 2024, the Company entered into a securities purchase agreement with certain accredited investors, pursuant to which the Company issued and sold to such investors an
aggregate of (i) 1,022,521 common shares, and (ii) warrants to purchase up to up to 511,260 common shares, in a registered direct offering. The common shares were sold at a purchase
price of $1.15 per share and accompanying 0.5 of one Warrant, and each warrant to purchase common shares is for an exercise price equal to $1.50 per share, exercisable from the date of
issuance, and exercisable for a period of two years from the date of issuance. The gross proceeds from the offering were approximately US$3.2 million, before deducting the offering
expenses payable by the Company. The Company paid certain non-US residents fees in connection with the offering, as US$258 thousand in cash, and issued to such persons warrants to
purchase 89,802 common shares. Each warrant exercisable into one common share for an exercise price of $1.50 with a two-year term. Such warrants were issued pursuant to an
exemption from registration provided by Section 4(a)(2) of the Securities Act for transactions not involving a public offering.

On April 2, 2024, the Company closed a registered direct offering for gross proceeds of approximately $3.3 million, before deducting the offering expenses payable by the Company, at a
purchase price of $0.875 per share and issued an aggregate of 3,792,200 common shares in the registered direct offering. The Company also entered into binding agreements to sell
6,842,857 Shares in a private placement, at a purchase price of $0.35 per share. In connection with the registered direct offering, the Company issued certain non-U.S. residents 293,776
common shares as finders fees. These finder fees shares were issued pursuant to an exemption from registration provided by Section 4(a)(2) of the Securities Act, for transactions not
involving a public offering and Rule 506(b) promulgated thereunder, as applicable.

On August 12, 2024, the Company closed its previously announced private placement for gross proceeds of approximately $2.4 million, at a purchase price of $0.875 per common share
and $0.87475 per pre-funded warrant. The Company issued a total of 1,839,554 common shares and pre-funded warrants to purchase up to 1,200,000 common shares, with each pre-
funded warrant having an exercise price of $0.001 per share. Each pre-funded warrant has an exercise price of $0.0025 per share and will expire when exercised in full.

Additionally,  certain  directors  and  officers  of  the  Company participated  in  the  registered  direct  offering and the  private  placement  in  an  amount  of  $525 thousand (the  “Insider
Participation”). The Insider Participation transaction is considered a “related party transaction” within the meaning of Canadian Securities Administrators Multilateral Instrument 61-101 -
Protection  of  Minority  Security  Holders  in  Special  Transactions  (“MI 61-  101”).  The Company expects  to  rely  on  exemptions  from the  formal  valuation  and minority  approval
requirements in sections 5.5(a) and 5.7(1)(a) of MI 61-101 in respect of the Insider Participation.

On September 24, 2024, the Board approved a 1-for-2.5 reverse stock split. Consequently, all share numbers, share prices, and exercise prices have been retroactively adjusted in this
report for all periods presented.

On October 2, 2024, the Company closed a registered direct offering, for gross proceeds of approximately $4 million, before deducting the offering expenses payable by the Company, at a
purchase price of US$1.875 per share and issued an aggregate of 2,164,000 common shares. The Company paid $325 thousand and issued warrants to purchase up to 21,333 common
shares, for an exercise price of $0.75 and a four year term, as finders’ fee to a non-US resident in connection with the Registered Direct Offering, which shares were issued pursuant to an
exemption from registration provided by Section 4(a)(2) of the Securities Act, for transactions not involving a public offering.

On October 15, 2024, the Company closed a registered direct offering, for gross proceeds of $1.8 million, before deducting the offering expenses payable by the Company, at a purchase
price of US$2.80 per share and issued an aggregate of 642,858 common shares The Company paid $144 thousand and issued 51,428 common shares as finders’ fee to a non-US resident in
connection with the Registered Direct Offering. The Company issued 134,720 common shares to a non-US resident in connection with its offering that closed on October 2, 2024. The
finder fees shares were issued pursuant to an exemption from registration provided by Section 4(a)(2) of the Securities Act, for transactions not involving a public offering.
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On December 16, 2024, the Company closed a registered direct offering, for gross proceeds of approximately $12.5 million, before deducting the offering expenses payable by the
Company, at a purchase price of $6.40 per share and issued an aggregate of 1,947,000 common shares. The Company paid $997 thousand in cash and issued 146,940 common shares as
finders’ fees to certain non-US and non-Canadian residents in connection with the Registered Direct Offering, which shares were issued pursuant to an exemption from registration
provided by Section 4(a)(2) of the Securities Act, for transactions not involving a public offering.

On January 29, 2025, the Company announced the pricing of an underwritten public offering of 3,281,250 common shares at a public offering price of $6.40 per share (the “Underwritten
Offering”). The Company concurrently announced the pricing of a registered direct offering of 1,406,250 common shares at a purchase price of $6.40 per share (the “Registered Direct
Offering”). All securities to be sold in the offering are being sold by the Company. The offerings closed on January 29. The total gross proceeds to the company were $30 million, before
deducting underwriting discounts and other offering expenses. The Company intends to use the proceeds for continued development and expansion of existing business, and for working
capital purposes. Titan Partners Group, a division of American Capital Partners, is acting as sole bookrunner for the underwritten public offering. The Company paid $2.4 million in cash
toward underwriter discounts and issued to the Underwriter, or its assignees, five-year warrants to purchase 229,688 Common Shares with an exercise price of $8.00 per share. The
Company also issued 60,650 common shares as finders’ fees to a non-US resident in connection with the Registered Direct Offering, which shares were issued pursuant to an exemption
from registration provided by Section 4(a)(2) of the Securities Act, for transactions not involving a public offering.

Short-term borrowings

Short term borrowing relates to bank loans which will be repaid over the following 12 months. The Company requires short-term borrowing from time to time to accommodate urgent
requests from customers that require an initial outlay of cash by the Company.

Long-term borrowings

Long-term borrowing relates to bank loans which will be repaid after the following 12 months. Currently, the nature of cash requirements by the Company can fluctuate greatly from year
to year as the Company is reliant on a relatively small pool of customers that have shifting needs. As contracts can vary greatly from year to year the Company is sometimes required to
take on long term debt.

No History of Dividends

Since incorporation, the Company has not paid any cash or other dividends on its Common Shares and does not expect to pay such dividends in the foreseeable future.

Management of Capital

The Company’s main use for liquidity is to fund the development of its programs and working capital purposes. These activities include staffing, preclinical studies, clinical trials and
administrative costs. The primary source of liquidity has been from financing activities to date. The ability to fund operations, to make planned capital expenditures and execute the
growth/acquisition strategy depends on the future operating performance and cash flows, which are subject to prevailing economic conditions, regulatory and financial, business and other
factors, some of which are beyond the Company’s control.
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The Company intends to grow rapidly and expand its operations within the next 12 to 24 months. This growth, along with the expectation of operating at a loss for at minimum the next 12
months, will diminish the Company’s working capital. However, the financings completed in the first quarter of 2025 have provided the Company with sufficient funds to continue for at
least the next 12 months. To the extent that the Company raises further capital, any additional equity financing may be dilutive to investors and debt financing, if available, may involve
restrictions on financing and operating activities. There is no assurance that additional financing will be available on terms acceptable to the Company, if at all. If the Company is unable to
obtain additional financing as needed, it may be required to and has the ability to reduce the scope of its operations or anticipated expansion.

OFF BALANCE SHEET ARRANGEMENTS

There are no off-balance sheet arrangements to which the Company is committed.

TRANSACTIONS WITH RELATED PARTIES

Parties are considered to be related if one party has the ability, directly or indirectly, to control the other party or exercise significant influence over the other party in making operating and
financial decisions. This would include the Company’s senior Management, who are considered to be key management personnel by the Company.

Parties are also related if they are subject to common control or significant influence. Related parties may be individuals or corporate entities. A transaction is considered to be a related
party transaction when there is a transfer of resources or obligations between related parties.

The following transactions arose with related parties (in thousands of US Dollars):

Year ended December 31, 2024
Amounts owing by

(to) as of

Directors Fees
Consulting Fees/

Salaries
Share based

awards Total
December 31,

2024
Chairman and former CEO $ - $ 730 $ - $ 730 $ (44)
Director and CEO - 543 249 792 (27)
Former CFO - 90 - 90 -
CFO and director 14 19 34 67 (2)
Directors 19 63 82 (4)

$ 33 $ 1,382 $ 346 $ 1,761 $ (76)

Year ended December 31, 2023
Amounts owing by

(to) as of

Directors Fees
Consulting Fees/

Salaries
Share based

awards Total
December 31,

2023
CEO and company controlled by CEO $ - $ 1,235 $ - $ 1,235 $ (103)
CFO - 96 - 96 (9)
Directors 32 325 263 620 (30)

$ 32 $ 1,656 $ 263 $ 1,951 $ (142)
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Year ended December 31, 2022
Amounts owing

by(to) as of

Directors Fees
Consulting Fees/

Salaries
Share based

awards Total
December 31,

2022
CEO and company controlled by CEO $ - $ 1,224 $ - $ 1,224 $ (12)
CFO - 84 160 244 -
Directors 28 - 64 92 -

$ 28 $ 1,308 $ 224 $ 1,560 $ (12)

Financial Instruments and Financial Risk Exposure

The Company is exposed to a variety of financial risks, which results from its financing, operating and investing activities. The objective of financial risk management is to contain, where
appropriate, exposures in these financial risks to limit any negative impact on the Company’s financial performance and position.

The Company’s financial instruments are its cash, trade and other receivables, payables, other payables and loans. The main purpose of these financial instruments is to raise finance for
the Company’s operation. The Company actively measures, monitors and manages its financial risk exposures by various functions pursuant to the segregation of duties and principals.
The risks arising from the Company’s financial instruments are mainly credit risk and currency risk. The risk rate on loans is fixed. The risk management policies employed by the
Company to manage these risks are discussed below.

Market risks:

That part of the Company’s’ business of providing maintenance services of various electronic systems is highly competitive and involves a certain degree of risk. The Company’s business
operations  will  depend  largely  upon the  outcome of  continued  sales  and  services  to  security  establishments  and  the  commercialization  of  its  products  and  services  currently  in
development.

The Company’s Cust2Mate smart cart platform is new and the Company is aware of competitors in the market. In addition to the regular management oversight and skills required,
success in this segment will require the Company to penetrate the market as rapidly as possible.

Critical Accounting Policies and Estimates

The areas requiring the use of estimates and critical judgments that may potentially have a significant impact on the Company’s earnings and financial position are the useful life of
property and equipment and income tax.

The useful life of property, plant and equipment

Property and equipment are amortized or depreciated over their useful lives. Useful lives are based on management’s estimates of the period that the assets will generate revenue, which
are periodically reviewed for continued appropriateness. Changes to estimates can result in significant variations in the amounts charged to the consolidated statement of comprehensive
income in specific periods.

Intangible assets

Intangible assets are tested for impairment annually or more frequently if there is an indication of impairment. The carrying value of intangibles with definite lives is reviewed each
reporting period to determine whether there is any indication of impairment. If there are indications of impairment the impairment analysis is completed and if the carrying amount of an
asset exceeds its recoverable amount, the asset is impaired and impairment loss is recognized.
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Impairment of non-financial assets

Impairment tests on goodwill and other intangible assets with indefinite useful economic lives are undertaken annually at the financial year end. Other non-financial assets are subject to
impairment tests whenever events or changes in circumstances indicate that their carrying amount may not be recoverable. Where the carrying value of an asset exceeds its recoverable
amount (i.e., the higher of value in use and fair value less costs to sell), the asset is written down accordingly.

Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is carried out on the smallest group of assets to which it belongs for which there are
separately identifiable cash flows; its cash generating units (‘CGUs’). Goodwill is allocated on initial recognition to each of the Company’s CGUs that are expected to benefit from a
business combination that gives rise to the goodwill.

Impairment charges are included in profit or loss, except to the extent they reverse gains previously recognized in other comprehensive income. An impairment loss recognized for
goodwill is not reversed.

Goodwill

Goodwill arising on the acquisition of a subsidiary represents the excess of the cost of acquisition over the Company’s interest in the net fair value of the identifiable assets, liabilities and
Contingent liabilities of the subsidiary or jointly controlled entity recognized at the date of acquisition. Goodwill is initially recognized as an asset at cost and is subsequently measured at
cost less any accumulated impairment losses.

Derivative liability - Warrants

The Company uses the Black-Scholes option-pricing model to estimate fair value at each reporting date. The key assumptions used in the model are the expected future volatility in the
price of the Company’s shares and the expected life of the warrants.

Determining the fair value of share-based payment transactions:

The fair value of share-based payment transactions is determined upon initial recognition by the Binomial model. The Binomial model is based on share price and exercise price and
assumptions regarding expected volatility, term of share option, dividend yield and risk-free interest rate.

CURRENT SHARE DATA

A2Z is authorized to issue an unlimited number of Common Shares. As of the date of this MD&A there were 34,886,955 Common Shares issued and outstanding. In addition, the
following warrants and options were outstanding:

Outstanding as of
the date of this report Date of expiry Exercise price USD

1,063,325 Warrants November 10, 2025 $ 4.90
546,653 Warrants December 24, 2025 $ 4.90

88,440 Warrants April 18, 2026 $ 19.90
433,825 Warrants May 28, 2026 $ 19.90
652,546 Warrants November 6, 2025 $ 3.67
791,250 Warrants June 12, 2025 $ 5.50
202,621 Warrants December 13, 2025 $ 3.75
591,062 Warrants January 11, 2026 $ 3.75

21,333 Warrants October 2, 2026 $ 1.88
229,688 Warrants January 29, 2030 $ 8.00
217,333 Options August 20, 2025 $ 2.61

13,333 Options January 28, 2025 $ 5.21
20,000 Options June 3, 2026 $ 14.60

6,671 Options October 28, 2026 $ 13.90
360,000 Options August 2, 2032 $ 6.19
120,000 Options August 21, 2032 $ 6.95
320,000 Options January 4, 2033 $ 2.87

40,000 Options November 25, 2027 $ 3.49
114,000 Options April 18, 2033 $ 2.78
18,000 Options June 28, 2028 $ 4.26
60,000 Options September 20, 2033 $ 3.82

462,000 Options August 14, 2033 $ 1.78
105,000 Options January 15, 2035 $ 6.40
500,000 Options February 12, 2035 $ 6.40

6,976,881
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Research and Development, Patents and Licenses etc.

Our success and ability to compete depend substantially upon our core technology and intellectual property rights. We generally rely on patent, trademark and copyright laws, trade secret
protection and confidentiality agreements to protect our intellectual property rights. In addition, we generally require employees and consultants to execute appropriate nondisclosure and
proprietary rights agreements. These agreements acknowledge our exclusive ownership of intellectual property developed for us and require that all proprietary information remain
confidential.

As of December 31, 2024, five of our patent applications were protected through pending applications. We file patent applications in the United States and, when appropriate, certain other
countries for inventions that we consider significant.

In addition to patents, we also possess other intellectual property, including trademarks, know-how, trade secrets, design rights and copyrights. We control access to and use of our
software, technology and other proprietary information through internal and external controls, including contractual protections with employees, contractors, customers and partners. Our
software is  protected by U.S.  and international  copyright,  patent  and trade secret  laws.  Despite  our  efforts  to protect  our  software,  technology and other  proprietary information,
unauthorized parties may still copy or otherwise obtain and use our software, technology and other proprietary information. In addition, we have expanded our international operations,
and effective patent, copyright, trademark and trade secret protection may not be available or may be limited in foreign countries.

Companies in the industry in which we operate frequently are sued or receive informal claims of patent infringement or infringement of other intellectual property rights. We may receive
such claims from companies, including from competitors and customers, some of which have substantially more resources and have been developing relevant technology similar to ours.
As and if we become more successful, we believe that competitors will be more likely to try to develop products that are similar to ours and that may infringe on our proprietary rights. It
may also be more likely that competitors or other third parties will claim that our products infringe their proprietary rights. Successful claims of infringement by a third party, if any, could
result in significant penalties or injunctions that could prevent us from selling some of our products in certain markets, result in settlements or judgments that require payment of
significant royalties or damages or require us to expend time and money to develop non-infringing products. We cannot assure you that we do not currently infringe, or that we will not in
the future infringe, upon any third-party patents or other proprietary rights, but will not and have never done so intentionally.
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(c) the aggregate number of RSUs and all other Security Based Compensation Plans granted to Insiders, as a group, (and companies wholly owned by Insiders) in a 12-month period
must not exceed 10% of the shares, calculated on the date an RSU or other Security Based Compensation is granted to Insiders, unless the Company has obtained the requisite
Disinterested Shareholder Approval;

(d) the aggregate number of RSUs and all other Security Based Compensation Plans granted to any one Consultant in a 12-month period must not exceed 2% of the shares of the
Company, calculated at the date an RSU is granted to the Consultant; and

(e) persons involved in Investor Relations Activities are not eligible to receive Restricted Share Units.

All RSUs shall vest on the earlier of (i) the date of which the criteria established by the Board in respect of each RSU grant, if any, which, without limitation, may include criteria based on
the financial performance of the Company and/or any Affiliate (“Performance Criteria”) is achieved, if applicable, or (ii) the third (3rd) anniversary of the Date of Grant provided the
Participant is continuously employed by or in service with the Company, or any of its Affiliates, from the Date of Grant until such Vesting Date. RSUs may be granted as dividend
equivalents and these shall vest simultaneously with the RSUs to which they relate.

As of December 31, 2024, there were 110,667 RSUs outstanding to purchase common shares.

A copy of the Company’s RSU Plan is incorporated by reference into this Form 20-F.

ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTIONS

A. Major Shareholders.

Security Ownership

The following table sets forth information relating to the beneficial ownership of our shares as of March 31, 2025, by:

● each person or group who is known by us to own beneficially more than 5% of our common shares;

● each of our directors; and

● each of our named executive officers.

Beneficial ownership is determined in accordance with SEC rules. The information is not necessarily indicative of beneficial ownership for any other purpose. In general, under these rules
a beneficial owner of a security includes any person who, directly or indirectly, through any contract, arrangement, understanding, relationship or otherwise has or shares voting power or
investment power with respect to such security. A person is also deemed to be a beneficial owner of a security if that person has the right to acquire beneficial ownership of such security
within 60 days. Except as otherwise indicated, and subject to applicable community property laws, the persons named in the table have sole voting and investment power with respect to
all shares held by that person.
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The Company’s major shareholders do not have different voting rights.

The percentage of voting shares beneficially owned is computed on the basis of 34,588,118 shares outstanding as of the date of this Annual Report.

Common Shares

Name of beneficial owner
Number of

shares
Percentage of

shares

%

—
Named executive officers and directors:
Bentsur Joseph 4,175,636 12.11%
Reeves Ambrecht 18,094 *
Alan Rootenberg (1) 8,000 * 
Yonatan de Jongh - -
Gadi Graus 571,428 1.65%
Adi Vazan - -

(1) Includes 8,000 RSUs.

* Less than 1%

Significant Changes in Ownership

We are not aware of significant changes in ownership of our shares by these shareholders during the past three fiscal years.

Record Holders

Based upon a review of the information provided to us by our transfer agent, as of March 31, 2025, there were a total of 50 holders of record of our shares, of which 4 are located in
Canada and 31 are located in the United States.

B. Related Party Transactions

To the knowledge of the Company, other than as immediately described below, no director or executive officer of the Company or any of the Company’s subsidiaries, and no person or
company who beneficially owns, directly or indirectly, or otherwise exercises control over more than 10% of the voting rights of the Company, or any proposed director, and no associate
or affiliate of the foregoing persons, has had any material interest, direct or indirect, in any transaction within the Company’s three most recently completed financial years or any
proposed transaction which has materially affected or would materially affect the Company or any of its subsidiaries within the three most recently completed financial years.

The Company’s Chairman, Bentsur Joseph, participated in the private placements closed on November 28, 2022, and on August 14, 2024, in the aggregate amount of $750 thousand, and
$340 thousand, respectively, on the same terms and conditions as all other participants.

The Company’s Chief Executive Officer, Gadi Graus, participated in the private placements closed on April 4, 2024, and on August 14, 2024, in the aggregate amount of $105 thousand,
and $80 thousand, respectively, on the same terms and conditions as all other participants.
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The following transactions arose with related parties:

Year ended December 31, 2024
Amounts owing by

(to) as of

Directors Fees
Consulting Fees/

Salaries
Share based

awards Total
December 31,

2024
Chairman and former CEO $ - $ 730 $ - $ 730 $ (44)
Director and CEO - 543 249 792 (27)
Former CFO - 90 - 90 -
CFO and director 14 19 34 67 (2)
Directors 19 63 82 (4)

$ 33 $ 1,382 $ 346 $ 1,761 $ (76)

Year ended December 31, 2023
Amounts owing by

(to) as of

Directors Fees
Consulting Fees/

Salaries
Share based

awards Total
December 31,

2023
Director and CEO $ - $ - $ - $ - $ 462
Company controlled by CEO - $ 1,235 $ - $ 1,235 $ (103)
CFO - 96 - 96 (9)
Directors 32 325 263 620 (30)

$ 32 $ 1,656 $ 263 $ 1,951 $ (142)

Year ended December 31, 2022
Amounts owing by

(to) as of

Directors Fees
Consulting Fees/

Salaries
Share based

awards Total
December 31,

2022
Director and CEO $ - $ - $ - $ - $ 462
Company controlled by CEO - 1,224 - 1,224 (474)
CFO - 84 160 244 -
Directors 28 - 64 92 -

$ 28 $ 1,308 $ 224 $ 1,560 $ (12)

On September 30, 2023, the Company entered into a Share Purchase Agreement (the “Agreement”) with Shelfie-Tech Ltd. (“Shelfie”) an Israeli company organized under the laws of the
State of Israel, developing an innovative patented technology, a robotic retail shelf monitoring system using advanced machine learning and image processing algorithms to automatically
optimize inventory management. At the closing and upon the terms and conditions set forth in the Agreement, the Company will invest $158 in cash, in exchange for 944,217 ordinary
shares, NIS 0.001 par value of Shelfie (the “Shelfie Shares”) based on a price per share of $ 0.167, resulting in the Company holding 1.2% of the issued and outstanding shares of Shelfie.
As of December 31, 2024, the Company has invested $71.
The Company’s Chairman, Bentsur Joseph, serves as the Chief Executive Officer of Shelfie.

Director Indemnity Agreements

On March 17, 2025, the Company entered into several director indemnity agreements (the “DIAs”) with the directors of the Company. The DIAs are subject to all applicable laws,
including the applicable limitations and restrictions set forth in the BCBCA. The following material points must be read in conjunction with the form of indemnity agreement which is
included as an exhibit in this Annual Report. Pursuant to the DIA, the Company will:

• indemnify and hold harmless the director against and from any and all losses (as such term is defined in the form of indemnity agreement which is included as an exhibit to this
Annual Report), which may be reasonably suffered, sustained, incurred or be required to pay in respect of any claim ( as such term is defined in the form of indemnity agreement
which is included as an exhibit to this Annual Report) if the director acted honestly and in good faith with a view to the best interests of the Company, and if in the case of a
criminal or administrative action or proceeding that is enforced by a monetary penalty, the director has reasonable grounds to believe their conduct was lawful;

• gross up any indemnity payment made pursuant to the DIAs by the amount of any income tax payable by the Directors in respect of that payment; and
• indemnify the directors for the amount of all costs they incur in obtaining any Court approval required to enable or require the Company to make a payment to them under the

DIAs, or enforce the DIAs against the Company, including without limitation legal fees and disbursements on a full indemnity basis.

Notwithstanding the above, the Company will have no obligation to indemnify or save harmless the directors in respect of any liability for which they are entitled to indemnity pursuant to
any valid and collectible policy of insurance obtained and maintained by the Company, to the extent of the amounts actually collected by the directors under the insurance policy.

C. Interests of Experts and Counsel

Not applicable.

ITEM 8. FINANCIAL INFORMATION

A. Consolidated Financial Statements and Other Financial Information

See Item 18. — “Financial Statements.”
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H. Documents on Display

You may request a copy of this Annual Report and the related exhibits, and any other report, at no cost, by writing to us at 559 Briar Hill Avenue, Toronto, Ontario, Canada M5N 1N1.
Copies of our financial statements and other continuous disclosure documents required under applicable securities legislation are available for viewing on SEDAR at www.sedar.com. All
of the documents referred to are in English.

We are subject to the informational requirements of the Exchange Act and are required to file reports and other information with the SEC. The SEC maintains a website at www.sec.gov
that contains reports, proxy and information statements, and other information regarding registrants that make electronic filings with the SEC using its EDGAR system.

We also make available on our website’s investor relations page, free of charge, our Annual Report and the text of our reports on Form 6-K, including any amendments to these reports, as
well as certain other SEC filings, as soon as reasonably practicable after they are electronically filed with or furnished to the SEC. The information contained on our website is not
incorporated by reference in this Annual Report.

I. Subsidiary Information

Not applicable.

ITEM 11. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Financial Instruments and Financial Risk Exposure

The Company is exposed to a variety of financial risks, which results from its financing, operating and investing activities. The objective of financial risk management is to contain, where
appropriate, exposures in these financial risks to limit any negative impact on the Company’s financial performance and position.

The Company’s financial instruments are its cash, trade and other receivables, payables, other payables and loans. The main purpose of these financial instruments is to raise finance for
the Company’s operation. The Company actively measures, monitors and manages its financial risk exposures by various functions pursuant to the segregation of duties and principals.
The risks arising from the Company’s financial instruments are mainly credit risk and currency risk. The risk rate on loans is fixed. The risk management policies employed by the
Company to manage these risks are discussed below.

Credit Risk

Credit risk arises when a failure by counterparties to discharge their obligations could reduce the amount of future cash inflows from financial assets on hand at the balance sheet date. The
Company closely monitors the activities of its counterparties and controls the access to its intellectual property which enables it to ensure the prompt collection of customers’ balances.
The Company’s main financial assets are cash and cash equivalents as well as other receivables and represent the Company’s maximum exposure to credit risk in connection with its
financial assets.

Wherever possible and commercially practical the Company holds cash with major financial institutions in Israel. Credit risk arises when a failure by counterparties to discharge their
obligations could reduce the amount of future cash inflows from financial assets on hand at the balance sheet date. The Company closely monitors the activities of its counterparties and
controls the access to its intellectual property which enables it to ensure the prompt collection of customers’ balances.

Although we maintain incident management and disaster response plans, in the event of a major disruption caused by a natural disaster or man-made problem, or outbreaks of pandemic
diseases, including COVID-19, we may be unable to continue our operations and may experience system interruptions and reputational harm. Acts of terrorism and other geo-political
unrest, including the ongoing conflict in Ukraine, could also cause disruptions in our business or the business of our customers, partners, vendors, or the economy as a whole. All of the
aforementioned risks may be further increased if our disaster recovery plans prove to be inadequate.
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The Company’s main financial assets are cash and cash equivalents and trade accounts receivable as well as marketable securities and represent the Company’s maximum exposure to
credit risk in connection with its financial assets. Wherever possible and commercially practical the Company holds cash with major financial institutions In Israel.

December 31, December 31,
2024 2023

Cash and Cash Equivalents $ 13,526 $ 2,267
Restricted Deposits 206 77
Inventories 796 250
Trade receivables 2,024 1,477
Other Accounts Receivable 581 660
Total $ 17,133 $ 4,731

Market Risks

The Company’s business of maintenance services of various electronic systems is highly competitive and involves a certain degree of risk. The Company’s business operations will depend
largely upon the outcome of continued sales and services to security establishments and the initiation of sales of their products to the civilian markets.

The Company’s Cust2Mate business is relatively new, and the Company is aware of competitors in the market. In addition to the regular management oversight and skills required, success
in this segment will require the Company to penetrate the market as rapidly as possible.

As of December 31, 2024, if the Company’s functional currency (ILS) had strengthened/ weakened by 5% against the USD, with all other variables held constant, the loss for the year
would decrease /increase by approximately $574.

Liquidity Risk:

Liquidity risk is the risk that arises when the maturity of assets and the maturity of liabilities do not match. An unmatched position potentially enhances profitability but can also increase
the risk of loss. The Company has procedures with the object of minimizing such loss by maintaining sufficient cash and other highly liquid current assets and by having an available
adequate amount of committed credit facilities. The following tables detail the Company’s remaining contractual maturity for its financial liabilities. The tables have been drawn up based
on the undiscounted cash flows of financial liabilities based on the earliest date on which the Company can be required to pay

Contractual
Carrying amounts Within 1 year over 1 year

Trade payables $ 1,834 $ 1,834 $ -
Other accounts payable $ 918 $ 918 $ -
Loans $ 934 $ 826 $ 108
Lease liability $ 458 $ 217 $ 241

Interest Rate Risks:

The Company is exposed to cash flow interest rate risk from long-term borrowings at variable rate. It is currently Company policy that between 50% and 75% of Company borrowings are
fixed rate borrowings. This policy is managed centrally. Although the board accepts that this policy neither protects the Company entirely from the risk of paying rates in excess of current
market rates nor eliminates fully cash flow risk associated with variability in interest payments, it considers that it achieves an appropriate balance of exposure to these risks.
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During 2024 and 2023, the Company’s borrowings at variable rate were denominated in NIS.

The Company analyses the interest rate exposure on a quarterly basis. A sensitivity analysis is performed by applying a simulation technique to the liabilities that represent major interest-
bearing positions.  Various  scenarios  are  run taking into consideration  refinancing,  renewal  of  the  existing positions,  alternative  financing,  and hedging.  Based on the simulations
performed, the impact on profit and loss and net assets of a 100 basis point shift (being the maximum reasonable expectation of changes in interest rates) would be approximately $124.

Capital Management:

The Company considers its capital to be comprised of shareholders’ equity. The Company’s objectives in managing its capital are to maintain its ability to continue as a going concern and
to further develop its business. To effectively manage the Company’s capital requirements, the Company has a planning and budgeting process in place to meet its strategic goals. In order
to facilitate the management of its capital requirements, the Company prepares expenditure budgets that are updated as necessary depending on various factors, including successful
capital deployment and general industry conditions. Management reviews the capital structure on a regular basis to ensure the above objectives are met. There have been no changes to the
Company’s approach to capital management during the year ended December 31, 2024. There are no externally imposed restrictions on the Company’s capital.

ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUITY SECURITIES

Not applicable.

PART II

ITEM 13. DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES

None.

ITEM 14. MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY HOLDERS AND USE OF PROCEEDS

A. – D. Material Modifications to the Rights of Security Holders

None.

E. Use of Proceeds

None.

ITEM 15. CONTROLS AND PROCEDURES

A. – D.

Disclosure controls and procedures

Our management, including our chief executive officer and our chief financial officer are responsible for establishing and maintaining our disclosure controls and procedures (within the
meaning of Rule 13a-15(e) of the Exchange Act). These controls and procedures were designed to ensure that information required to be disclosed in the reports that we file or submit
under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the rules and forms of the SEC and that such information is accumulated and
communicated to our management, including our chief executive officer and our chief financial officer, as appropriate, to allow timely decisions regarding required disclosure. We
evaluated our disclosure controls and procedures under the supervision of our chief executive officer and our chief financial officer as of December 31, 2024. Based upon that evaluation,
our management, including our CEO and CFO, concluded that our disclosure controls and procedures as of December 31, 2024 were not effective.
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Management’s annual report on internal control over financial reporting

Our management, including our CEO, and our CFO, is responsible for establishing and maintaining adequate internal control over our financial reporting, as defined in Rules
13a-15(f) and 15d-15(f) of the Exchange Act of 1934, as amended. Our internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. Internal control over
financial reporting includes policies and procedures that:

● pertain to the maintenance of records that in reasonable detail accurately and fairly reflect our transactions and asset dispositions;

● provide reasonable  assurance  that  transactions  are  recorded as  necessary  to  permit  the preparation of  our  financial  statements  in  accordance with generally  accepted
accounting principles;

● provide reasonable assurance that receipts and expenditures are made only in accordance with authorizations of our management and board of directors (as appropriate); and

● provide reasonable assurance regarding the prevention or timely detection of unauthorized acquisition, use or disposition of assets that could have a material effect on our
financial statements.

Due to its inherent limitations, internal controls over financial reporting may not prevent or detect misstatements. In addition, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

Under the supervision and with the participation of our management, including our CEO, and our CFO, we assessed the effectiveness of our internal control over financial
reporting as of December 31, 2024 based on the framework for Internal Control-Integrated Framework set forth by The Committee of Sponsoring Organizations of the Treadway
Commission (COSO) (2013).

Our Management found our material weakness to be a result of a lack of sufficient accounting resources with relevant technical accounting skills to address issues related to the
financial statement close process, and because of the size of the Company and its staff complement, we were not able to sufficiently design internal controls to provide the appropriate
level of oversight regarding the financial recordkeeping and review of the Company’s financial reporting and accumulate and communicate such information to our management to allow
timely decisions regarding disclosure.

To remediate the material weakness in our internal controls over financial reporting described above, we have initiated remedial measures and are taking additional measures to
remediate  this  material  weakness.  First,  we  are  continuing  to  roll  out  an  enhanced financial  and  accounting  system.  Second,  we  have  hired  additional  personnel.  Third,  we  are
strengthening our controls financial reporting, with the assistance of outside consultants, experts in the controls and procedures over financing reporting. Consistent with our stage of
development, we continue to rely on risk-mitigating procedures during our financial closing process in order to provide comfort that the financial statements are presented fairly in
accordance with IFRS.

Due to the material weakness described above, our management concluded that our internal controls over financial reporting were not effective as of December 31, 2024.
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Changes in internal control over financial reporting

There were no material changes in our internal control over financial reporting, other than the remediation efforts described above, for the quarter ended and the year ended December 31,
2024 that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT

Our audit committee is comprised of Messrs. Reeves, de Jongh, and Adi Vazan with Mr. Reeves serving as chairman of the committee. Messrs. Reeves, de Jongh, and Adi Vazan each
meet the independence requirements under the rules of Nasdaq and under Rule 10A-3 under the Exchange Act. We have determined that Mr. Reeves is an “audit committee financial
expert” within the meaning of Item 407 of Regulation S-K. For information relating to qualifications and experience of each audit committee member, see Item 6 - “Directors, Senior
Management and Employees”.

ITEM 16B. CODE OF ETHICS

Our board of directors has adopted a code of ethics applicable to our directors, officers, and employees. This code is intended to qualify as a “code of ethics” within the meaning of the
applicable rules of the SEC. Our code of ethics is available on our website at www.a2zas.com. Information contained on, or that can be accessed through, our website is not incorporated
by reference into this Annual Report.

ITEM 16C. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Principal Accountant Fees and Services

The following table summarizes the fees charged by BDO Ziv Haft for certain services rendered to our company during fiscal year 2024 and fiscal year 2023.

For the year ended
December 31, 2024 December 31, 2023

Audit fees(1) $ 150,000 $ 160,000
Audit-related fees(2) 16,000 -
Tax fees(3) $ 13,500 $ 15,000
All other fees(4) - -
Total $ 179,500 $ 175,000

(1) The aggregate fees billed in connection with the audit of the Company.
(2) The aggregate fees billed for assurance and related services that are reasonably related to the performance of the audit or review of the Company’s financial statements, including fees

with respect to registration statements which are not included under the heading “Audit Fees”.
(3) The aggregate fees billing for tax compliance, tax advice and tax planning.
(4) The aggregate fees billed for products and services provided by the auditors of the Company, other than as described above.

Audit Committee Pre-Approval Policies and Procedures

Our audit committee reviews and pre-approves the scope and the cost of audit services related to us and permissible non-audit services performed by the independent auditors, other than
those for de minimis services which are approved by the audit committee prior to the completion of the audit. All of the services related to our company provided by our auditors named
above have been pre-approved by the audit committee.
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