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FORWARD-LOOKING STATEMENTS
CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Various statements in this Annual Report on Form 10-K, including those that express a belief, expectation or
intention, as well as those that are not statements of historical fact, are forward-looking statements. The
forward-looking statements may include projections and estimates concerning the timing and success of our business
activities, our revenues, income and capital spending. We generally identify forward-looking statements with the
words “believe,” “intend,” “expect,” “seek,” “may,” “should,” “anticipate,” “could,” “estimate,” “plan,” “predict,
and other similar expressions. All statements we make relating to our estimated timelines and commencement of
operations, and our projected earnings, costs, expenditures, cash flows, and financial results or to our expectations

regarding future industry trends are forward-looking statements.

LR INT3 29 ¢ 99 ¢ LT3 LT3

project” or

These forward-looking statements are subject to risks and uncertainties that may change at any time, and, therefore,
our actual results may differ materially from those that we expected. The forward-looking statements contained in this
Form 10-K are largely based on our expectations, which reflect estimates and assumptions made by our management.
These estimates and assumptions reflect our best judgment based on currently known market conditions and other
factors. Although we believe such estimates and assumptions are reasonable, we caution that it is very difficult to
predict the impact of known factors and it is impossible for us to anticipate all factors that could affect our actual
results. In addition, management's assumptions about future events may prove to be inaccurate. We caution all readers
that the forward-looking statements contained in this Form 10-K are not guarantees of future performance, and we
cannot assure any reader that such statements will prove correct or the forward-looking events and circumstances will
occur. Actual results may differ materially from those anticipated or implied in the forward-looking statements due to
the numerous risks and uncertainties as described elsewhere in this Form 10-K.

All forward-looking statements are based upon information available to us on the date of this Form 10-K. We
undertake no obligation to update or revise any forward-looking statements as a result of new information, future
events or otherwise, except as otherwise required by law. These cautionary statements qualify all forward-looking
statements attributable to us, or persons acting on our behalf. The risks, contingencies and uncertainties associated
with our forward-looking statements relate to, among other matters, the following:

*  our ability to attract new clients to enter into subscriptions or one time installations
for our products and services;

*  our ability to service those clients effectively and induce them to renew their
subscriptions to our products and services;

*  our ability to expand our sales organization to address effectively the new
industries, geographies and types of organizations we intend to target;

*  our ability to accurately forecast revenue and appropriately plan our expenses;
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*  continued market acceptance of our products and services, including alternate
ways of addressing needs for coordination and control of manufacturing and
financial services processes through modified or new technologies we create;

*  continued acceptance of our products and services as an effective method for
delivering manufacturing and financial services management solutions and other
manufacturing and financial services management applications;

» the attraction and retention of qualified employees and key personnel;

*  our ability to protect and defend our intellectual property;

*  costs associated with defending intellectual property infringement and other
claims;

*  events in the markets for our products and applications and alternatives to our
products and applications, in the United States and global markets generally;

» future regulatory, judicial and legislative changes in our industry;

*  changes in the competitive environment in our industry and the markets in which
we operate;

* developments and acceptance, favorable and unfavorable, about the use of Cloud
systems for the implementation of our products and services;

»  other factors discussed under “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in this Form 10-K..

We undertake no obligation to update forward-looking statements to reflect events or circumstances occurring after
the date of this Form 10-K.

As used in this Form 10-K, unless the context otherwise requires, the terms “we,” “us,” *
refer to Skkynet Cloud Systems, Inc., a Nevada corporation, and its subsidiaries.

the Company,” “Skkynet” and “Coge:
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PART 1
ITEM 1: BUSINESS.
Overview

Skkynet is a newly-formed Nevada corporation headquartered in Toronto, Canada. Skkynet operates two different
lines of business through its wholly-owned subsidiary Cogent Real-Time Systems, Inc. (Cogent). Skkynet was formed
primarily for the purpose of taking the existing business lines of Cogent and its current and future customers and
integrating these businesses with Cloud based systems. We also intend to expand the areas of business activity to
which the kinds of products and services we provide are applied.

In a report dated November 29, 2012 International Data Corporation (“IDC”) predicts that worldwide IT spending will
grow 5.7% year over year to $2.1 trillion in 2013, while the IT industry redefines itself. Gartner, Inc. (“Gartner”) issued
a similar prediction for worldwide IT spending to grow 4.2% year over year to $3.7 trillion in 2013. IDC also
forecasted on September 11, 2012 that public IT Cloud services spending will approach $100 billion in 2016. The
same IDC research report states that over the next five years spending on public IT Cloud services will expand at a
compound annual growth rate (CAGR) of 26.4 percent from over $40 billion in 2012. On March 27, 2012, Gartner
forecast that the worldwide Software-as-a-Service (“SaaS”) market is expected to grow from $12.3 billion in 2011 to
$14.5 billion in 2012, an 18% annual increase, and to reach $22.1 billion in 2015. According to a 2011 WinterGreen
Research report, Cloud middleware systems markets will grow worldwide from $1.5 billion in 2010 to $4.3 billion by
2017. Cloud computing middleware represents the base for development of all Cloud computing infrastructure as it
supports systems integration and systems self-provisioning. In a report dated April 5, 2011, Infonetics Research
forecasts the overall managed security services market, including Common Platform Enumeration (“CPE”), SaaS, and
Cloud services, to reach just under $17 billion by 2015. In a whitepaper by Ovum dated May 2011, Cloud service
adoption is reportedly up 61% from 2010 and 45% of multinational corporations (MNCs) already use Cloud sourcing
for at least some elements of key IT services.

We provide software and related systems and facilities to collect, process and distribute real-time information over a
network. This capability allows our customers to both locally and remotely manage, supervise and control industrial
processes and financial information systems. By using our software and where requested by a client, our web based
assets, we give clients and their customers (to the extent relevant) the ability and the tools to observe and interact with
these processes and services in real-time as they are underway and to give them the power to analyze, alter, stop or
otherwise influence these activities to conform to their plans.

We believe there is a steady movement of manufacturing facilities from developed countries to underdeveloped
countries because of the economic advantages of lowering production costs; however, this relocation process should
not be viewed in traditional frameworks alone. In the United States there is a movement from high to low-cost states
such as Alabama, and, for other reasons, European and Asian manufacturers are locating their own manufacturing
facilities within the United States. The tendency is to relocate physical plants while preserving the overall engineering
skills, process analytics and related intellectual property and management systems at home. This geographical
distinction between production and engineering requires the ability to remotely monitor these systems during
operations to control processes in real-time while preserving the safety, confidentiality and integrity of the
manufacturer’s process and information. Our products are designed to address these issues and concerns.

Although we are primarily involved thus far in the areas of industrial processing and financial services, the concepts
and software underlying our existing products and services are applicable to a variety of areas including fleet tracking,
energy usage monitoring and control including wind power, solar power and agriculture. Our products are modular in
design, and are therefore well-suited for use in OEM and embedded products. We have obtained existing clients in
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some of these areas, but to date we have not had the resources to pursue systematically the marketing and sale of our
products and services to these industries.
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Our Status as an Emerging Growth Company

We are an “emerging growth company (“EGC”) as defined in the Jumpstart Our Business Startups Act (the “JOBS Act”).
An EGC is defined as a company with total annual gross revenues of less than $1 billion in its most recently
completed fiscal year. An EGC will retain such status until the earlier of: (1) the fifth anniversary of the date it first

sold securities pursuant to an IPO registration statement; (2) the last day of the fiscal year in which it first exceeds $1
billion in annual gross revenues; (3) the time it becomes a large accelerated filer (an SEC registered company with a
public float of at least $700 million); or (4) the date on which the EGC has, within the previous three years, issued $1
billion of nonconvertible debt.

The JOBS Act affords an EGC an opportunity to get a temporary reprieve from certain SEC regulations by exempting

an EGC from these regulations for up to five years. These eased requirements include an exemption from certain
financial disclosure and governance requirements and relaxed restrictions on the sale of securities. The JOBS Act also
increases the number of shareholders a company must have before becoming subject to the U.S. Securities and
Exchange Commission’s (‘“SEC”) reporting and disclosure rules. The JOBS Act provides scaled disclosure provisions for
EGCs, including, among other things:

permitting EGCs to include only two years of audited financial statements in the registration statement filed under the
Securities Act of 1933 (the “Securities Act”) for an IPO of common equity securities;

allowing EGCs to comply with the smaller reporting company version of Item 402 of Regulation S-K;

removing the requirement that EGCs comply with Sarbanes-Oxley Act Section 404(b) auditor attestation of internal
control over financial reporting;

removing the requirement to comply with the “say on pay” rules of the Securities Exchange Act of 1934 (the “Exchange
Act”); and

the formation of certain committees and preparation of charters for such committees including compensation and
nominating committees.

Section 107(b) of the JOBS Act also permits an EGC to elect an extended transition period for complying with new or
revised accounting standards that have different effective dates for public and private companies until such time as
these new or revised standards are made applicable to all private companies. If the Company made this election it
would mean that our financial reporting would not conform to that of existing smaller reporting companies formed
prior to the passage of the JOBS Act. Accordingly, we have elected to opt out of the extended transition period for
complying with new or revised accounting standards pursuant to section 107(b) of the JOBS Act which means that our
accounting and financial reporting requirements will conform to all requirements of existing “smaller reporting
companies” under the Securities Exchange Act of 1934 (the “Exchange Act”). Under the JOBS Act our election is
irrevocable.

Our acquisition of Cogent

In March 2012, we completed the acquisition of all of the issued and outstanding shares of common stock of Cogent

from Sakura Software Inc. and Benford Consultancy Inc. in exchange for a total of thirty million (30,000,000)

restricted shares of our common stock, as a result of which Cogent became our wholly-owned subsidiary. As part of

the exchange transaction we also issued 5,000 Series A Preferred shares to Sakura Software and Benford Consultancy

Prior to the closing of the exchange transaction, we did not have any operating revenues. At the acquisition closing,

Cogent’s business consisted primarily of providing connectivity and data acquisition to a wide variety of industrial and
office hardware and software products, and then making that data available over a network using industry-standard

protocols. Cogent currently markets its products and services primarily to manufacturers in industrial processes and

financial services companies. Cogent had approximately $720,000 in annual revenues from its operations for its fiscal

year ended October 31, 2011 and $730,000 in annual revenues for the fiscal year ended October 31, 2012.
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Our business

We are an industrial middleware vendor that has specialized in providing connectivity and data acquisition to a wide
variety of industrial and office hardware and software products, and making that data available over a network using
industry-standard protocols. We have introduced a number of innovations to our real-time data products including a
high speed redundancy facility and a web-based user interface providing desk-top quality graphics. We have a
patent-pending technology that addresses the data transmission problems of data rate, latency, redundancy, and
security in Cloud based systems with a unique push-pull system that insulates both a plant and a remote user from
opening their firewalls to the Internet.
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Our system can operate as a simple add-on to existing Supervisory Control and Data Acquisition (SCADA) or as the
basis for new deployment. SCADA is a system that collects information from various sensors installed at a factory or
other remote locations. All of the collected data is sent to a common or central computer for further processing and
storage and is used to describe control processes in various industries such as water treatment, manufacturing
processes, and environmental procedures.

Our proposed Cloud services will be compatible with our existing software. Current customers of our DataHub®
software will easily be able to configure it to immediately take advantage of our Cloud services as they become
available. Our DataHub® software includes applications for all of the following uses:

— real-time web display of data, which includes collaborative screen development and
full permissions-based access;

— connection to data from OPC (open process control) and DDE (dynamic data
exchange) servers to produce immersive real-time displays to analyze the current
status of factory production, embedded systems or financial strategies;

— a feature that enables full data mirroring designed to overcome DCOM (distributed
component object models) server issues to permit connection to the most recent
data available if a server is temporarily unavailable;

— data logging which enables both reading and writing of data with any ODBC (open
database connectivity) database such as most Windows and Linux databases;

— creation of a data bridging interface to permit association of data points in one
system with corresponding data points in another control system;

— the ability to provide historical data for both QuickTrend and WebView trend
displays;

— data redundancy features;

— network system monitoring with the ability to query the operating system it is
running on for system status and resource capacity such that this system wide
monitoring of critical network resources can help identify problems.

These DataHub® features make our existing customer base a logical first marketing source for the adoption of our
Cloud services.

Our customers

Our customers can be broadly categorized into two groups: industrial automation and financial trading. Industrial
automation systems (including remote monitoring and tracking systems) account for approximately 80% of revenue,
while financial trading, software support, custom development and legacy system support account for the remainder.

In the industrial automation space, we have customers in a wide variety of business sectors including aerospace,
automation and control, chemicals, communications, education, engineering, food and beverage, financial services,
healthcare and pharmaceuticals, instrumentation, natural resources, and systems integrators, including several Fortune
100 and large multinational companies. Over a 5 year period we have provided our products and services to more than
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600 customers in the following industries: Aerospace, Automation & Control, Chemicals, Communications,
Education, Engineering, Energy & Ultilities, Financial, Food& Beverage, Government & Municipal, Healthcare &
Pharmaceutical, Instrumentation, Manufacturing, Natural Resources and System Integrators.

11
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In the last three years, none of our customers, with one exception, is responsible for more than 10% of our revenues,
and twenty (20) customers account for approximately 50% of our gross revenues. During our last three fiscal years
ended October 31, 2009, 2010 and 2011, one customer has accounted for 9%, 19% and 13%, respectively, of our gross
revenues. Our customers have included many companies among the Fortune 500, and we have sold our products and
services to at least 190 such customers in 2011, among the total of over 600 customers in the last 5 years.

Our financial customers are typically small to medium sized specialist trading firms or hedge funds targeting specific

niches. We have customers working in risk management, futures trading, commodities trading, arbitrage, energy spot

trading and other areas. Our software is used as a data transmission middleware allowing the customer’s analysts to
apply proprietary algorithms to market data and then to distribute it to their clients at very high speed. Our customers

in the financial sector are generally reluctant to share the details of their deployments due to competitive concerns,

making sales by example more difficult.

Our products and services

We believe that we have substantial room for growth in three primary areas of our business. The first is the expansion
of our current line of business providing real-time data middleware to the industrial automation and financial trading
markets. Second, is the deployment of our products and services through Cloud-based Saas products. Third, is the
application of our products and services to new business lines such as Fleet Tracking Embedded Products, and Energy
Usage Monitoring and Control. We have had limited resources to apply to marketing and sales in these areas, and we
believe that this revenue can be created and improved through dedicated marketing and sales effort.

Our business is organized such that we license our software under a variety of packaging and financial arrangements.
Our software is designed to be modular, such that the customer can choose from a variety of Product Packs and
features to create the type of system that they require. There are currently nine (9) different Product Packs such as
DataHub® OPC Tunneler and DataHub® WebView. Each Product Pack is a selection of different functionalities
chosen from a total of 19 different available features. The customer selects the set of features it requires for its
particular application, with the software licensing price determined by that feature set.

In addition, we offer customers the ability to license our products for use as SaaS with a view to relicensing them to
others with whom they do business. We also offer our licenses with upgrades in the form of an on-going maintenance
program and service program for which we charge additional fees depending upon the package of services requested.

We offer OEM customers the ability to re-brand our software to integrate it with their own product offering. This
re-branding can be “shallow” or “deep.” Shallow rebranding modifies the icons, images, name and contact information our
software presents to the end user. There is no attempt to hide the fact that the software was developed by us. Deep
rebranding attempts to remove all visible indications that our software is being used by the OEM customer. This
requires more work and ongoing maintenance, as well as formal agreements with regard to our intellectual property.

Industrial automation systems require expertise to configure properly. Generally the customer has in-house IT
expertise regarding its particular process, but may have limited experience with our software or the details of
communication integration. We offer consulting services to assist customers in configuring their systems and our
software to smoothly integrate into their processes. We provide a limited amount of assistance at no charge as part of
the sales cycle. Where the customer requires more involved assistance, we offer consulting services at market rates.

As part of our expansion into Cloud services, we will provide two types of Cloud service: remotely hosted Cloud
systems, and locally hosted Cloud systems. In the remotely located case, we will maintain and manage the hardware
and operating system infrastructure that allows users to access their industrial automation data via the Internet. In the
locally hosted case, the customer is responsible for the hardware and data connectivity, and we will provide the
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software, and optionally the system administration for that software. A customer who wants a remotely located Cloud
system will still be required to run some software locally. Effectively, our existing software will act as a bridge
between the plant and the remote Cloud system. If the Cloud system becomes unavailable due to communication
outage or hardware failure, the customer’s plant will still continue to run in isolation from the remote Cloud system,
simply reconnecting once the remote system becomes available again. In effect, our Cloud offering will act as an
extension of the local process to a wide-area network or to the Internet. For reasons of speed, security and resiliency
we do not anticipate that customers will accept a purely Cloud-based system for their industrial automation data
needs. This may change in future as technology and market expectations change.

13
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Our software is available for download from our web site, www.cogentdatahub.com. A customer can install and use
the software in demonstration mode for a limited amount of time, after which they can re-start the software to reset the
time limit. This allows a potential customer to configure and test the software in their system before purchase, both to
ensure that it will meet their needs and to determine which product features they will want to purchase.

To ensure smooth implementation of our software in a customer’s environment we have organized 15 different
technical partners in different geographic areas with whom we cooperate. Some of them also sell related hardware and

software products of their own, and assist us in the installation, monitoring and maintenance of our products within

their customer base. These technical partners are listed on our website. Ongoing, we will seek to recruit new technical

partners.

Our service support to potential and existing customers

The nature of our market and our sales style demand timely and thorough customer support both before and after a
sale is made. Because a potential customer can download and test our software, we provide service support even
before the sale is made. This supplies the customer with a no-risk mechanism for ensuring that the software will work
in their system, and gives us early feedback from the customer. If the customer has questions or concerns, they are
answered immediately, making the subsequent sale and installation process simpler.

During the sales process, we work with customers via telephone or email to help them understand which product
features are necessary for their projects. This starts with asking the customer to fill out a short questionnaire
explaining their project needs when they ask for a cost quotation. If the customer is unsure about their software
requirements, we assist by asking pertinent questions regarding the intended application and by providing clarification
on the types of features they need.

We offer customer support via telephone during office hours, email, fax and Internet message board. Where
appropriate, we offer live desktop-sharing sessions with customers via Cisco WebEx. This dramatically reduces the
time to resolution when the customer’s network and security policy allow it. We have distributors in different parts of
the world who offer support in the customer’s time zone and language. We place a high priority on support of
distributors, including joint phone calls and WebEx sessions with their customers to arrive at quick and satisfactory
resolutions.

We incentivize distributors to develop their technical support capabilities by offering a price discount structure on
software sales based on the degree to which the distributor can handle technical support requests from customers. Our
goal is to have our sales occur through a combination of our direct efforts and reliance upon our global network of
distributors, where the distributor provides support to the customer, and we provide support to the distributor.

Our marketing

We have a variety of marketing activities. Our primary means of contacting customers is through our web site coupled
with Google advertising. We use Google ad-words and search engine optimization to draw the attention of customers
in our market. Our web site is technical in nature, and includes live demonstrations, training videos and instruction
manuals. We invite potential customers to download trial versions of our software prior to purchase.

We maintain distribution relationships with 20 companies around the world, including the United States, Canada and
Mexico, Europe (9), India, Japan (3), Korea, Russia and other parts of the former Soviet Union, South America and
Taiwan (2). These companies perform their own marketing and promotion to varying degrees, using both original
material and material that we provide. We continue to seek new qualified distribution partners.
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In addition to the foregoing, we engage in the following 