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1.0 INTRODUCTION

The following Management Discussion and AnalysifQ$f{R Technologies Inc. (“QHR” or “the Company”) ak
May 14, 2013 should be read in conjunction with tinaudited condensed interim consolidated finarstetements
for the period ended March 31, 2013, and relatettsnéncluded therein. These unaudited condensetirmt
consolidated financial statements have been prdpasing accounting policies consistent with Intéioral

Financial Reporting Standards (“IFRS”) as issuedhgyInternational Accounting Standards Board.ailounts are
expressed in Canadian Dollars. Management is rediplenfor establishing appropriate information syss,

procedures and controls to ensure that all findrinfarmation disclosed externally, including tHi4D&A, and

used internally by us, is complete and reliablee MD&A and audited consolidated financial statersewere
reviewed by the Company’s Audit Committee and appdoby the Company’s Board of Directors.

Additional information relating to the Company inding the Company’s most recent Annual FinanciateShents
is available on our website dttp://www.QHRtechnologies.com and through the SEDAR website at
http://www.sedar.com

Forward Looking Statements

The following discussion and analysikthe financial conditions and resultsf opeations containsforward-looking
statements concerning anticipated developmentsenCtompany’s operations fature years, the adequacythe
Company’sfinancia resources and other events or conditions that owowur in thefuture. Forward-looking
statements ardrequently, but not always,identified by words such as “expects,anticipates,” “believes,”
“intends; “estimates,”, “predicts,” “potential,™targeted,” “plans,” “possible” and similar expressions, or
statements that events, conditions or results "wilmay,” “could” or “should” occur or be achievedhese
forward-looking statements include, without limitation, statemeat®ut the Company’s market opportunities,
strategies, competition, expected activities angeerituresas the Company pursues its business plan, the
adequacyof the Company's available castesources and other statements abfuitre events or results.
Forward-looking statements are statements about fthere and are inherently uncertain, and actual
achievementsf the Company or otlefuture events or conditions maijffer materially from thosereflected in
the forward-looking statements due to a variedf risks, uncertainties and othéactors, such as businesmd
economic risks and uncertainties. The Comparfgsvard-looking statements are based on theliefs,
expectations and opiniord management on the date the statements are madsedimmtly, alforward-looking
statements made in this discussion and anabfsibe financial conditions and resultof operations or the
documents incorporated hnigferenceare qualified by this cautionary statement and there can be sarasce
that actual resultsradevelopments anticipated by the Company will bdéized. Somef these risks, uncertainties
and otherfactors are described herein under the heading “Risksdmeckrtainties”. For the reasons detth
above, investors should not place undue reliandemvard-looking statements.

Caution Regarding Forward Looking Statements

Many factors could cause the actual results of Goenpany to differ materially from the results, perhance,

achievements or developments expressed or impliedsuzh forward-looking statements, including, wiiho
limitation, each of the following factors, and tkofactors which are further discussed in the ComisaB011

Annual Information Form (“AIF”), a copy of which evailable on SEDAR dittp://www.sedar.com.

The Company’s revenues may fluctuate from quadequarter and year to year depending upon saleles;yc
customer demand and the timing of customer purctiesisions;

The Company’s gross margins may fluctuate from yeayear depending upon a variety of factors inicigd
product mix, related cost of sales, competitiveipg pressures and the level of sales generatéaiquarter;

The Company faces intense competition in marketerevhthere are typically several different competing
technologies and rapid technological changes. Tompgany faces the risk of emergence of new techiedopat
may be either competitive to those of the Comparthat change the requirements of the Company’soouesrs for
solutions such as those offered by the Company.
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2.0 BUSINESS OVERIEW

2.1 Overview of the Business

QHR is a leading provider of software solutiongéded for the healthcare industry in Canada, fédem provincial
funded entities which provide healthcare, wellnsssjal services and public safety. QHR’s soligiare segmented
into three operating divisions to take advantagdistinct market opportunities, nametjectronic Medical Records
(“EMR”") software, marketed under the Accuro® EMRabd, Enterprise Management Solutions (“EMS”)
applications, marketed under the Quadrant™ brandRavenue Cycle Management (“RCM”) marketed through
the i-Plexus and Softcare Solutions product lines.

The EMR software, is marketed primarily under thecdro® EMR brand. This comprehensive suite of madic
software modules is designed to improve the qualftyhe operational work environment of family plryans,
medical specialists and surgeons. Accuro® deliyeductivity gains and cost savings through comzee
medical records and conforms to the stringent regquénts of EMR protocols that have been establiblydéederal
and Provincial governments. The EMR division alspports and maintains legacy-based EMR systems from
acquired companies. The Company provides custooretbese legacy systems with a cost-effective ugmath
to the newer and more advanced Accuro® system.efgice market demands, the EMR division also presid
integrated data hosting services to its EMR custsmo prefer to access the software solution thinca hosted
Application Service Provider (“ASP”) environmenbr8e provincial programs give preference to, andiandate a
hosted environment to meet the provincial EMR silypgirogram requirements for physicians. Accordinghe
Company has found it necessary to build out its data center infrastructure in conjunction with Ebparty co-
location data centers to accommodate the clierdsea both their software application and techriicihstructure.
Cloud computing is a growing business and it isessary for the Company to make an upfront investrten
complete our offering of managed services.

The EMS applications, marketed under the Quadraht&®hd are comprised of two product offerings, ngmel
Workforce Management Software and Financial Management Software.  The Workforce Management Software
consists of integrated applications including p#lystaff scheduling and human resources manages@untions
for complex healthcare, social services and publifety environments. The Financial Management Soéw
provides customized financial software built on Mioft's Dynamics GP (formerly Great Plains) platfo
Together, these products enable QHR to offer cohgsive enterprise management software solutiorthdo
healthcare and social services market.

The RCM division provides software transaction gssing services to physicians, hospitals, heathglinsurance
brokers and state governments to exchange infoomédr health plan enrolment, health insuranceklity, health
insurance claims, claim payments and healthcareigeo collaboration of supporting patient referaald industry
compliance/reporting documentation.

2.2 CompanyProductsand Services
EMR division

The EMR division operates in a rapidly changing kegslace, with increased adoption of EMR systems in
Canadian physician offices promoted and funded lxy Federal and Provincial governments. The Federal
Government’s objective, through Canada Health I@fpwc., plans to have Electronic Health Recordglate for
most Canadians by 2016. The division’s flagshipdpict, Accuro® EMR, is developed using the lateshimlogy
and offers industry-leading functionality and wdokf which conforms to federal and provincial stamt$a The
product is built on a flexible platform which allewongoing product development to respond to thdvang
requirements of the EMR marketplace. The divisilso arovides support and maintenance of legacy Fiviilucts
and practice management systems from acquired auepfor physicians who have not yet upgraded touba®.
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The Company’s strategy has been to selectively iszdegacy-based EMR and practice management sgstem
which adds to the Company’s recurring revenue amenses its customer base. Customers benefiteas th
Company’s support structure and resources are mglstantial than the acquired software companies dt
standalone businesses. Over time, the Compangtegir is to selectively implement unique functigyairom the
acquired systems into the Accuro® product, andeieetbp data conversion tools to allow customergpgrade to

the Accuro® system without losing their historictipat data. This provides customers with an upgrnaald to
newer, more cost effective technology and helpsirenthey will remain on our systems over the losgrnt

Currently there are approximately 72,000 physiciaraticing in Canada of which 51% are speciabsts 49% are
general practitioners. Of this total market, ab&@¥ of all physicians in Canada currently utilize BMR product
provided by approximately 30 vendors. The Compamy has over 9,000 physician clients in six proviogaking
the Company one of the largest EMR vendors in Canad

The Company has succeeded in establishing a stnanket position in B.C., Alberta, Saskatchewan, Mdra and
Ontario. In Ontario, (Canada’s largest EMR markitg, Company now has approximately 20% of Ontai2d’'$00
physicians as clients.

During 2013, OntarioMD (the agency that distribui@sding for Physicians in Ontario) evaluated 21 ERroducts
and the respective EMR vendors for compliance \@ffecification 4.2 which sets a new standard fordeesi

products to be funding eligible. This technicalnstard may be a barrier to entry for new competitorering the
market and may eliminate current competitors franrtipipating in future funding programs.

As at March 31, 2013, the Company had been apprasazhe of 12 vendors that have met all the remgrgs to
be Specification 4.2 certified and funding eligible

Overall, the Company'’s strategy for this divisierta:

1. Gain market share through both organic growth amgliaitions
2. Leverage its national presence to maximize revenue
3. Continue to grow as the leading national provideEMR clients

Additionally, the Company has enhanced its competiposition through the formation of its hostingeoations.
Hosting simplifies the management of enterprisdiagions through a fully configurable set of ajgplion hosting
services and customer support. With state-of-theaabilities in hosting small to large scale giise application
deployments, specifically focused on the Electraviedical Record and Enterprise Management Solutiankets,
clients increase their ROI by reducing the amodnimfront cost required for new enterprise sofvaurchases,
while improving deployment timelines.

EMSdivision

The EMS division provides software to organizationthe healthcare and social services sectorgetiag medium
to large organizations. This is considered to bgr@wing market based on forecast demographic inflas,
including an increasingly aging population.

Quadrant™ products are differentiated from compedit products in ways that are meaningful to Caaadi
healthcare and public safety industry customerg Workforce Management Software has unique capiabilio
meet the employee scheduling, HR and payroll neédemplex work environments and the Financial Mgemaent
Software is customized to the Canadian healthcaaskeh The Company is also recognized for its aniing
product support to customers.

The Company’s strategy for this division is to:
e Cross-sell Workforce Management Software to Finelfdianagement Software customers, and vice-versa,
and expand sales within the entire customer basthesgrowth of these customers requires further

application of the Company’s products; and

« Develop best of breed, stand-alone modules ofuitseat products that can interface with other comigs
products, thus broadening market reach.
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RCM division

The RCM division is an electronic data intercha(ifeDl”) provider which delivers best in class soétve solutions
and transaction processing services including iriganouse capabilities that encourage interopetatid assist
Health Care Providers, payers and intermediarigsuoa and exchange information. Clients includgspdians,
hospitals, health plans, insurance brokers aneé giavernments. The EDI software supports processels as
Health Plan enrolment, Health Insurance Eligibjlijealth Insurance Claims, Claim Payments and Hesvio
Provider Collaboration of supporting referral amnpliance documentation.

The Company currently has approximately 150 enisgprcustomers and approximately 5,000 US Medical
Physician and Billing Service customers and is icomatly seeking to increase the number of healtle céients it
serves with innovative technology that delivershhigusiness value. The Company is in a unique positD
capitalize on the $983 billion US Healthcare indpseform movement by applying its business andnéal
expertise, advanced software technology, and sigitieer based pricing model through implementing ganment
mandated Health IT standards for information exglean the “HealthCare Business Chain”.

The Company’s strategy for this division is to:

* Leverage QHR’s marketing abilities and initiatiiesaccelerate the addition of Billing Service cusérs
(known as Revenue Cycle Management) by targetirgiBp doctor specialties

e Target EDI Markets through partnership channels Waee relationships with Third Party Administrators
(4,000 in US), Insurance Brokers/Agents (38,5008) and Healthcare IT Vendors (over 1,000 in US)

2.3 Business Model
Recurring Revenue

The Company’s business model is to provide techgicddly advanced business software solutions arild bang-
term relationships with customers. The revenue tnisdgased upon providing professional servicesustomers to
implement those business solutions and theredfte€bmpany enjoys ongoing recurring revenues froppart and
maintenance contracts as well as licensing feeasdong as customers continue with the Compangdyzts. Our
run rate going forward for recurring revenues tesched approximately $24 million on an annualizasid

EMR division

Accuro® EMR systems are sold based on a monthlgnge and services agreement with monthly recurring
revenues dependent on the number of physicianoted health professionals using the software atctilstomer
site. The monthly fee is a blended payment for uke of the software, on-going enhancements anchitadh
support. Revenue is recognized on a monthly b&&enue from fees to cover the cost of training and
implementation is recognized when the services mowided and completed. Customers continue payimg t
monthly license and service fee for as long as they the software. Once installed, customers duetamt to
change systems due to the quality of the Accurof®@vswe, the costs associated with and investmestaiff training
and the challenges associated with converting fiiispatient data to other systems.

The Company’s reputation for strong customer servias provided the EMR division with a customeemé&bon
rate exceeding 95% once switching to the Compangie Accuro® EMR product. The division’s sales and
marketing efforts are focused on selling Accuro&tstomers who use a competitor’s product. Existingfomers
of acquired EMR and patient management systemd) agcClinicare and Healthscreen, are charged iagurr
monthly or annual fees for software maintenance sugport. From time to time annual maintenance support
payments are paid in advance and are recordedesaterevenue on the balance sheet, until earned.

To enhance the EMR solution to the customer, thengamy provides data hosting, data storage senaoces
application hosting, technical support, off-sitetad@torage and business continuation services.o@est are
charged an initial fee for implementation and getfollowed by a monthly recurring subscription féar

maintenance and support of the hosting solutioraddition, the EMR division may resell hardwarecanjunction
with the software implementation to facilitate apéil system performance. Revenue from these serdicdshe
associated hardware sales is recognized as thelehvered.
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EMSdivision

Quadrant™ contracts are typically in the range (000 to $1,000,000 and consist of three elemeatsely an
upfront purchase of software licenses, professieaalices fees to implement the software at a tthiesite over a 3
to 12 month year and annual recurring support aatht@nance fees.

Once installed, customers continue using the Comipasoftware for many years because of the high obs
changing vendors. This, added to the Company’'stagipu for strong customer service, has providez EMS
division with a customer retention and annual resleate exceeding 95%.

Revenue from software licensing is recognized aftanpletion of the initial warranty period. Profiessl fees to
implement the software are recognized as servieseadered and annual maintenance and supporiueve paid
in advance and recognized on a straight-line kasmighout the year. Annual maintenance and supggonents
received in advance are recorded as deferred revamthe balance sheet, until earned.

RCM division

The Company'’s revenues in Canada are derived faftware sales and licenses and other supportirg faeh as
consulting, training and installation. The Compaitgo provides maintenance and other recurring aesyincluding
customer support and software updates which aewaiple at the option of the customer.

The Company’s revenues in its US subsidiary arévelérfrom fees collected for processing claimsed®tning

eligibility, setting up records, and producing patistatements. The Company recognizes revenuas theervices
are provided as long as a contract or similar gearent is in place, the amounts are readily detexbhe, and
collection is reasonably assured.

The Company recognizes revenues from the developamah sale of its software licenses as work relatethe
development is completed or when legal title trarsff development work is insignificant, whichgenerally when
the product is shipped or, in the case of certgnre@ments, when the products are delivered toinertstomers. The
Company sells some of its products on consignmentesellers and recognizes revenue for these aumsigt
transactions only when the end-user sale has aaturr

The Company sells license and maintenance contthatsinclude the right to customer support andpengied
updates of software licenses on a when-and-if-abkal basis. Sales of updates and maintenance ctantse
considered post-contract support, and the feeslefiegred and recognized as revenue prorated oeeetim of the
maintenance arrangement, which is generally 12 hsorithe recognition of any deferred revenue iscoottingent
upon any specific delivery of product since updatesonly provided when-and-if-available.

For software arrangements where the Company igatell to perform professional services, such asliagon,
training and consulting, the Company does not darsielivery to have occurred until no significatiigations
remain. Generally, this would occur when substéigtal service work has been completed in accocgawith the
terms and conditions of the agreement with theocunst.

3.0 Q1 FINANCIAL REVIEW

The following financial information contains cemanon-IFRS measurements and terms. Accordinglygstors
are cautioned not to place undue reliance on thedthae also urged to read all IFRS accounting dssgkes
presented in the audited consolidated financiakstants and accompanying notes for the period entlerth 31,
2013.
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3.1 Selected Consolidated Financial Information

Three months ended March 31 2013 2012
REVENUE $ 8,441,933 $ 7,393,244
OPERATING EXPENSES
Cost of goods sold 873,803 907,316
Service costs 2,650,219 2,464,696
Research and development 1,484,689 1,259,164
Sales and marketing 1,157,410 761,900
General and administrative 1,165,906 959,724
7,332,027 6,352,800
EBITDA® 1,109,906 1,040,444
Stock-based compensation 85,132 33,265
Amortization of property and equipment 180,213 137,433
Amortization of intangible assets 562,329 475,193
Interest expense 79,528 52,084
Gain on investment - (88,426)
(Gain) loss on foreign exchange (6,377) 262
900,825 609,811
Earnings before income taxes 209,081 430,633
Provision for (recovery of) income taxes
Deferred 60,027 166,179
60,027 166,179
Net earnings $ 149,054 $ 264,454
Other compr ehensiveincome
Exchange differences on translation of operatiarsurrencies other than
Canadian dollars 33,391 -
Total compr ehensive income for the period $ 182,445 $ 264,454
Period ended March 31 2013 2012 Change Percent
Current assets $ 10,107,193  $ 10,028,813 78,374 1%
Long-term assets 26,136,307 21,029,515 5,106,792 % 24
Current liabilities 7,339,650 5,173,490 2,166,160 2%4
Deferred revenue 6,858,435 7,028,764 (170,329) 2%
Long-term liabilities 1,815,015 972,367 842,648 87%
Equity 20,230,400 17,883,713 2,346,687 13%

()]

EBITDA (earnings before interest, depreciationesmxamortization, stock-based compensation anijfoexchange) is a non-IFRS measure. Managemeietvbslthat, in

addition to net earnings, EBITDA is a useful compémtary measure of pre-tax profitability and is ceonly used by the financial and investment comnyuiuit valuation
purposes. However, EBITDA does not have a stangeddineaning prescribed by IFRS. Investors are @aedi that EBITDA should not be construed as amredtere to net
earnings determined in accordance with IFRS as@icator of performance or to cash flows from ofiaga investing and financing activities as a meaaf liquidity and
cash flows. QHR’s method of calculating EBITDA mdijfer from the methods used by other entities awtordingly, our EBITDA may not be comparable itoikarly

titted measures used by other entities.
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3.2 First quarter highlights

The following are Q1 2013 highlights:

The Company on a consolidated basis recorded agnevterly revenue record of $8,441,933 an increése
$1,048,689 or 14% over the $7,393,244 in revencerded in the first quarter of 2012.

The Company on a consolidated basis recorded aueviacrease of $324,838 or 4% over the fourthtquar
revenue in 2012 of $8,117,095.

The EMR division recorded a new quarterly revereeord of $5,318,137 an increase of $1,470,123 &% 38
over the $3,848,014 in revenue recorded in thedusarter of 2012.

The EMR division recorded an increase of $309,528% over the $5,008,614 in revenue recorded in the
fourth quarter of 2012.

The EMR division recorded an EBITDA of $1,169,368 the quarter, an increase of $774,201 or 196% ove
the $395,162 recorded in the first quarter of 2012.

Recurring revenue for Q1 of 2013 was 72% of totalenue, which compares to 69% for Q4 of 2012 and
59% for Q1 of 2012.

3.3 Results of Operations

The Company has three operating segments thabampanents of the Company that engage in busindsdtias
from which it may earn revenues and incur expentksse operating segments are monitored by the Goy'p
chief operating decision makers and strategic dmtssare made on the basis of the segment’'s opgragisults.
The EMR division provides Electronic Medical Recompplications, ASP hosting and data backup ses\acel
other technology products and services for usehiysigians’ medical offices. The Company allocategorate
costs in proportion to the staff count in each slom. The EMS division specializes in Workforce Mgement
Software and Financial Management Software targatechedium to large healthcare, public safety ancias
services organizations. The RCM division providedtvgare transaction processing services to physigia
hospitals, health plans, insurance brokers and g@iernments to exchange information for healém @nrolment,
health insurance eligibility, health insurance wlgj claim payments and healthcare provider colkimn of
supporting patient referral and industry complidreggorting documentation.

Three months ended March 31, 2013 EMR EMS RCM Total
Revenues $ 5318,137 $ 2,520,988 $ 602,808 8$441,933
Operating expenses 4,148,774 2,383,540 799,713 2,038
Operating profit 1,169,363 137,448 (196,905) 1,109,906
Stock-based compensation 47,325 28,366 9,441 85,13
Amortization of property and equipment 124,120 89,4 12,634 180,213
Amortization of intangible assets 325,138 137,285 9,906 562,329
Interest expense 38,893 23,311 17,324 79,528
Loss (gain) on foreign exchange 2,161 (3,302) )23 (6,377)
Earnings (loss) before income taxes 631,726 (92,671  (330,974) 209,081
Income tax (recovery) 170,106 (8,971) (101,108) 08B0,
Net earnings (loss) 461,620 (82,700) (229,866) 149,054
(Gain) on foreign exchange translation - - 33,391 3,391
Comprehensive income (loss) $ 461,620 ¥82,700) $ (196,475) $ 182,445
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Three months ended March 31, 2012 EMR EMS RCM Total
Total revenues $ 3,848,014 $ 3,545,230% - $ 7,393,244
Operating expenses 3,452,852 2,899,948 - 6,352,800
EBITDA® 395,162 645,282 - 1,040,444
Stock-based compensation 19,294 13,971 - 33,265
Amortization of property and equipment 103,633 88,8 - 137,433
Amortization of intangible assets 373,577 101,616 - 475,193
Interest expense 30,673 21,411 - 52,084
Gain on asset (88,426) - (88,426)
(Gain) loss on foreign exchange (95) 357 - 262
Loss before income taxes (43,494) 474,127 - 430,633
Income tax (recovery) (16,787) 182,966 - 166,179
Net earnings $ (26,707) $ 291,161 $ - $ 264,454
Revenues

The Company recorded a new record of $8,441,93Bwenue for the three months ending March 31, 2013
compared to $7,393,244 for the three months endiaigh 31, 2012 an increase of 14%.

The EMR division revenue for the first quarter wvasiew record of $5,318,137 compared to $3,848,0t4he
same period last year, an increase of 38%. Appratdiyn half of this increase is attributable to ¢onéd organic
growth in recurring revenue and new clients andr@gmately half through the addition of revenue geted due
to clients added by way of acquisitions who havgraged to our Accuro® product.

The EMS division revenue for the first quarter vii#s520,988 compared to $3,545,230 for the samegdaist
year, a decrease of 29% due to license revenuthksivas not present this year.

The RCM division revenue for the first quarter &92,808. This is the OpenEC acquisition that veaspleted on
October 24, 2012. This is the first full quarterefenue for the RCM division.

Operating Expenses

Operating expenses including cost of goods forthihee months ended March 31, 2013 were $7,332,08ipared
to $6,352,800 for the same period in 2012, an am®eof 15%. This increase in expenses is due teased
expenditures in research and development, as wealhles and marketing. It also relates to increiassesrvice costs
to support the increased revenue.

Other Expenses

Other expenses including stock-based compensaiartization, interest and foreign exchange wef@0$25 for

the three months ending March 31, 2013 compar&®®9,811 for the same year in 2012. The differéagrainly

due to increased amortization relating to intareddsets from acquisitions and increased stocldlasapensation
costs.

Earnings

EBITDA® for the three months ended March 31, 2013 wasi®]9D6 compared to $1,040,444 for the same period

in 2012, an increase of 1%. The net earnings bdéoesgn exchange translation for the three moetided March
31, 2013 was $149,054 compared to net earning@@®4,8454 for the same period in 2012.

10
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Quarterly Financial Data Three months ended
Mar 31 Jun 30 Sept 30 Dec 31

2013
Revenue $ 8,441,933
EBITDA® 1,109,906
Net earnings 149,054
Comprehensive income 182,445
Net earnings per share — basic 0.00
Net earnings per share — diluted 0.00
Weighted average common shares outstanding

Basic 47,466,087

Diluted 47,721,847
2012
Revenue $ 7,393,244 $ 6,936,101 $ 7,009,873 $ 8,05/,0
EBITDA® 1,040,444 353,767 442,338 898,674
Net earnings (loss) 264,454 (104,598) (116,212) 391,732
Comprehensive income (loss) 264,454 (104,598) ey, 387,996
Net earnings per share — basic 0.01 0.00 0.00 0.00
Net earnings per share — diluted 0.01 0.00 0.00 00.0
Weighted average common shares outstanding

Basic 42,910,621 42,910,621 42,910,621 43,743,037

Diluted 43,364,239 43,139,022 43,179,893 44,031,416
2011
Revenue $ 6,481,901 $ 5,230,505 $ 5,496,797 $ 6,647.9
EBITDA® 1,426,165 610,543 677,276 561,075
Comprehensive income (loss) 976,808 112,986 149,324 230,834
Net earnings (loss) per share — basic 0.02 0.00 0 0.0 0.01
Net earnings (loss) per share — diluted 0.02 0.00 .000 0.01
Weighted average common shares outstanding

Basic 42,903,510 42,790,621 42,809,914 42,813,470

Diluted 43,780,767 43,146,750 43,287,195 43,335,266

Quarterly results from the three divisions fluceudtom quarter to quarter due to seasonal influerme sales
volumes. However, on a consolidated basis, 72%hef revenue (approximately $6.0m quarterly and $84.0
annually) is derived from recurring revenues. Th&REdivision’s quarterly results have historicallgdn less volatile
as recurring revenues provide a consistent revetraam. The timing of license sales within the EM3sion can
create significant fluctuations in the quarterlgukts as some large contracts represent a signifgzare of sales for
a given quarter. The timing of these license salas corresponding cost of goods is unpredictabistoHcal data
from the RCM division is not reflected in the abawembers and therefore its quarter to quarter dlakdns cannot
reasonably be determined as at March 31, 2013.

Economic Outlook and Company Strategy

Management believes that 2013 will continue to @néshallenges to most Canadian businesses. Netasiting
these challenges, healthcare is a steady and gyowarket and recent new contracts already annouimc2013
indicate continued growth opportunities for the Qamy.

» Total Canadian healthcare spending is expectedachrapproximately $195 billion in 2013. The hezitle
sector continues to grow based on demographic @saimgCanada and represents approximately 11.7% of
Canadian GDP;

« The Company’s customers being health agenciesjthtssgong-term care facilities, social servicggacies,
public safety and physicians’ offices are not ulguahpacted by the business cycle;

e The Company’s products, such as accounting andopayare mission critical to the running of our
customers’ enterprises;

» Federal and Provincial Governments are accelerdtiagstment in information technology infrastruetur
creating more demand for the Company’s products.
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Management remains focused on implementing a bssinedel which will serve to (i) add a recurringeeue
stream by offering a range of services, (ii) broadee Company’s portfolio of products and servicasd (iii)
diversify the base of customers.

QHR expects to achieve continued growth over the yiear based on the Company’s recent acquisitisinang
organic growth and potential expansion into new ket. The Company enjoys strong cash flow duetdo i
recurring revenue model, and will continue to irtvegroduct development as well as continuallyleate strategic
acquisitions. The Company has in the past raisettyegapital to support operational growth and iadlst fund
acquisitions, and expects to continue to do sbheénftiture provided that market conditions remairofable.

3.4 Liquidity and Financial Condition

March 31, 2013 December 31, 2012 March 31, 2012
Cash on hand $ 1,981,092 $ 1,592,896 4,492,721
Working capitaf 2,767,543 (182,092) 4,855,329
Shareholders’ equity 20,230,400 19,932,823 17,883,713

The Company ended the quarter with cash on hai$d,881,092 compared to $1,492,721 for 2012. The flzom
had positive working capitd@l of $2,767,543 at March 31, 2013, a increase d42,635 from December 31, 2012,
due primarily to increases in cash balances, ise@accounts receivable and reduced debt.

Operating Activities

For the period ended March 31, 2013, operatingriiess resulted in net cash inflows of $1,112,5%@npared to
$323,408 for the same period in 2012. The varidreteveen the cash inflows is driven by changessimitn-cash
operating assets and liabilities which impacted@benpany’s operating cash activity.

Investing Activities

For the period ended March 31, 2013, the Compangenmet investments of $136,851 compared to $390931
2012.

Financing Activities

For the period ended March 31, 2013, the Compait/¢avn debt to a total of $620,914 compared to35383 in
2012.

3.5 Capital Resources

Our capital resources as at March 31, 2013 wereagh and cash equivalents in the amount of $1,981,0he
Company plans to continue funding cash requiremémsugh operations. If required, the Company heaslit
facilities in place that can be drawn upon as fefio

Operating Line of Credit

The Company has an available operating line ofitreith the Royal Bank (the “Bank”) of up to $1.5lhon subject
to and limited to standard borrowing base calcafatiand margining against trade account receivalie.operating
line of credit is payable upon demand by the Barile Company had $875,000 outstanding on its opeyditie at
March 31, 2013, (March 31, 2012 - $Nil). The instreate is at the Bank’s prime rate plus 2.00% gerum. At
March 31, 2013, the effective rate on this loan w&9% (March 31, 2012 — 5.00%).

(2) The Company uses working capital changes as aamgepltal non-IFRS financial measure in its evaluatibliquidity. Management believes monitoring wioigk capital
items assists in assessing the efficiency of diocaof short term financial resources. Working @alpis calculated by subtracting current liabdgifrom current assets
excluding deferred revenue.
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Term Loans
The company has a balance of $356,149 remainintg dinst term loan of $2,000,000, dated Decemt#&r2D11.

During the fourth quarter of 2012, the Company sedw further $2,000,000 non-revolving term loamfrthe Bank
specifically for the Open EC acquisition dated ®eto24, 2012 repayable in 36 monthly installmerft$%5,556
plus interest at prime plus 2% per annum. The lisasecured by a guarantee and postponement of dhaiime
amount of $4,413,000 supported by a general sgcagiteement constituting a first ranking secuntiefest in all
personal property of OpenEC. Furthermore, a guaeaahd postponement of claim in the amount of (00D
supported by a general security agreement conastitat first ranking security interest in all perabproperty of i-
Plexus Solutions Inc. This loan has a balancelgf 20,970 as at March 31, 2013.

As at March 31, 2013 the Company has the followemternally imposed capital requirements under fisrating
line of credit and non-revolving term loan agreetaen

a) EBITDA (less cash income taxes and unfunded capikpénditures) to Fixed Charges (total intereseesp,
scheduled principal payments in respect to funddat dnd corporate distributions) - the ratio isakdted on
a rolling 4 quarters basis for the fiscal quartesnt ended and the immediately preceding 3 fiscattgts, of
not less than 1.35:1.

b) Funded debt to EBITDA - calculated on a rolling dagers basis for the fiscal quarter then endedthed
immediately preceding 3 fiscal quarters, of notagge than 2.00:1.

c) On the non-revolving term loan only, a mandatopasgnent equaling 50% of QHR'’s free cash flow (dedin
as earnings before interest, taxes, depreciatidnaamortization excluding non-cash gains/losses fazges,
unfunded capital assets and all principal paymeistglayable within 120 days of the fiscal year enhde
calculated payment for the year ended March 31329 $Nil (March 31, 2012 - $312,185).

d) EBITDA is defined as earnings before interest, $ax@epreciation and amortization and is a non-IFRS
measure. Unfunded capital expenditures are defisechpital expenditures not financed by externaices.
Funded debt includes the term loan and capitakleatigations. Fixed charges are comprised of iotatest
expense, scheduled principal payments in respdanded debt, and corporate distributions.

As at March 31, 2013 and May 14, 2013, the Compsiity compliance with all of its bank covenants.
3.6 Contractual Obligations

The Company’s known contractual obligations at Mad&, 2013, are quantified in the following table:

March 31, 2013 Lessthan1year 1to3years Total
Capital lease obligatio (including interes $ 490,14¢ $ 73379 % 1,223,777
Operating office leases 363,991 682,647 1,046,638
Current and long-term defincluding interest) 1,110,269 1,120,378 2,230,647
Totd $ 1,964,408 $ 2,536,604 $ 4,501,012

4.0 OFF BALANCE SHEET ARRANGEMENTS

As at March 31, 2013 and May 14, 2013, the Compuhdyot have any off balance sheet arrangements.

5.0 RELATED PARTY TRANSACTIONS

For the year ended March 31, 2013 and 2012 the @oynpaid compensation to key management persondeha
amounts are recognized as an expense during theirgpyear.
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6.0 FINANCIAL INSTRUMENTSAND RISK EXPOSURES

Fair Value Measurement

The Company’s current financial assets include @aghreceivables. The Company’s financial liakghtinclude
accounts payable and accrued liabilities, promissotes payable, capital lease obligations and kemngn debt.

The Company has classified its cash, and receisaddeloans and receivables, measured at amortizstdusing
the effective interest rate method. Accounts payalnld accrued liabilities, promissory notes payatdeital lease
obligations and long term debt are classified dwmwofinancial liabilities, measured at amortizedtcosing the
effective interest rate method.

The carrying value of the Company’s financial assetd liabilities is considered to be a reasonapfgoximation
of fair value due to their immediate or short tematurity, or their ability for liquidation at compable amounts.

Credit Risk

Credit risk is the risk of a financial loss if astomer or counterparty to a financial instrumernisféo meet its
obligations under a contract. This risk primaritisas from the Company’s receivables from customers

The Company’s exposure to credit risk is dependgrin the characteristics of each customer. Eactoes
is assessed for credit worthiness through direatitong of their financial well-being on a contilubasis. In
some cases, where customers fail to meet the Copispenredit worthiness benchmark, the Company maysé to
transact with the customer on a prepayment basis.

The Company does not have credit insurance or ofimancial instruments to mitigate its credit rigs
management has determined that the exposure isnalidiue to the composition of its customer base.

The Company regularly reviews the collectability itd accounts receivable and establishes an allosvdar
doubtful accounts based on its best estimate ofpatgntially uncollectible accounts. Pursuant teirthespective
terms, net accounts receivable was aged as follows:

Accounts receivable March 31, 2013 March 31, 2012
Current $ 4,854,750 $ 5,227,994
31-60 days 656,051 1,081,489
61-90 days 409,933 388,499
Greater than 90 days 1,243,140 826,226
Allowance for doubtful accounts (170,694) (101,639)

$ 6,993,180 $ 7,422,569

Allowance for doubtful accounts March 31, 2013 March 31, 2012
Opening $ (170,792) $ (101,639)
Allowance (3,029) -
Recovery 3,127 -
Total $ (170,694) $ (101,639)

Liquidity risk

Liquidity risk is the risk that the Company will hbe able to meet its financial obligations as tifedy due. The
Company has in place a planning and budgeting psoedich helps determine the funds required to renthe
Company has the appropriate liquidity to meet fisrating and growth objectives.
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As at March 31, 2013, the Company had cash of #1082, accounts receivable of $6,993,180 and inctare
receivable of $96,768 for a total of $9,071,040eT@ompany had short-term financial obligations frim
operating loan of $875,000, accounts payable andruad liabilities of $4,374,230 promissory note of
$483,495, current capital lease obligations of $528 and current long-term debt of $1,057,399 whictal
$7,339,650. The liquidity and maturity timing ofedfe assets are adequate for the settlement ofdhw&hy’s
short-term (less than one year) financial obligatio

March 31, 2013 Less than 1 year 1to 3 years Total

Operating loan $ 875,000 $ - $ 875,000
Accounts payable and accrued liabilities 4,374,230 - 4,374,230
Promissory notes payable 483,495 - 483,495
Capital lease obligations (including interest) 493, 733,579 1,223,727
Current and long-term debt (including interest) 10,269 1,120,378 2,230,647
Totd $ 7,333,142 $ 1,853,957 $ 9,187,099

Foreign currency risk

Foreign currency risk is the risk that the futuesit flows or fair value of the Company’s finangratruments will
fluctuate due to changes in foreign exchange ratest March 31, 2013, approximately 7% (March 3112 - 1%)
of revenue is transacted in US dollars and the Gmyjs exposed to foreign exchange risk thereom. ifitpact of
future rate fluctuations cannot be predicted wightainty; however, the Company’s exposure to flattns in the
United States dollar is small since the Companyrhigmémal financial assets or liabilities denomirshie currencies
other than the Canadian dollar.

Interest Rate Risk

Interest rate risk is the risk that the fair vaturefuture cash flows of a financial instrument Wilictuate because of
changes in market interest rates.

The Company’s policy is to minimize interest ratesle flow risk exposures on long-term financing. Toampany is
exposed to changes in market interest rates thrbagk borrowings at variable interest rates.

The following table illustrates the sensitivity pfofit and equity to a reasonably possible chamgiaterest rates of
+/- 1%. These changes are considered to be redgquagsible based on observation of current macketitions.
The calculations are based on a change in the gevenarket interest rate for each year, and theafilhinstruments
held at each reporting date that are sensitivédmges in interest rates. All other variables &ld bonstant.

Interest rate sensitivity Profit and equity for the year
-1% +1%

March 31, 2013 $ 10,18 $ 110,189

Marclk 31, 20:2 $ 1,70 $ (1,708

7.0 CRITICAL ACCOUNTING ESTIMATES

7.1 Significant Management Judgement

The following are significant management judgementapplying the accounting policies of the Companat
have the most significant effect on recognition ameasurement of assets, liabilities, income anaepses:

Capitalization of internally developed software

Distinguishing the research and development phasasew customized software project and deterrginvhether

the recognition requirements for the capitalizatioh development costs are met requires judgemeifter A
capitalization, management monitors whether thegsition requirements continue to be met and whethere are

any indicators that capitalized costs may be ingghir
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Recognition of deferred tax assets

The extent to which deferred tax assets can begréred is based on an assessment of the probabflithe
Company’s future taxable income against which teéedled tax assets can be utilized. In additiognicant
judgement is required in assessing the impact gof lagal or economic limits or uncertainties in was$ tax
jurisdictions.

Recognition of Government contributions

The Company recognizes Government contributiorsligible expenditures when there is reasonablerassa that
the Company will comply with the conditions attadh® the grant and the grant will be received. Thenpany
estimates Government contributions based on lalbogts and expenses incurred and its belief of whilt
ultimately be approved for payment by Governmenaigs.

7.2 Estimation Uncertainty

Information about estimates and assumptions thae hthie most significant effect on the recognitionda
measurement of assets, liabilities, income and resgee is provided below. Actual results may be sutiistly
different.

Impairment of long-lived assets

In assessing impairment, management estimatesett@varable amount of each asset or cash generatiitg
(“CGU") based on expected future cash flows andsum® interest rate to discount them. Estimationettamty
relates to assumptions about future operating teeaunld the determination of a suitable discourt. rat

Useful lives of depreciable assets

The Company reviews its estimate of the usefulslieé depreciable assets at each reporting datedbas the
expected utilization of the assets. Uncertaintiethese estimates relate to technical obsolesafatenay change
the utilization of certain software and equipment.

Inventories

The Company estimates the net realizable valueisv@ntories, taking into account the most reliablédence
available at each report date. The future reabimadif these inventories may be affected by futaohmology or other
market-driven changes that may reduce future ggefiinces.

Business combinations

The Company uses valuation techniques in deteriifaim values of the various elements of a busimessbination
based on future expected cash flows and a disaatmt Estimation uncertainty relates to assumptaireut future
operating results and the determination of a sldtdlscount rate.

Share-based payment

The Company measures the cost of equity settledadions by reference to the fair value of thatgqastruments
at the date at which they are granted. Estimatiigvlue for share-based payment transactionsnexjdetermining
the most appropriate valuation model, which is dejeat on the terms and conditions of the grants €ktimate also
requires determining the most appropriate inputsht valuation model including the expected lifetieé share
option, volatility and making assumptions aboutnthe

Allowance for doubtful accounts
The Company provides for bad debts by reviewingadicific customer accounts and trends and sets asspecific

amount towards the allowance account based oratiadysis. Uncertainty relates to the actual codibiity of
customer balances that can vary from the Compagstisnation.

7.3 Accounting Policies
Business Combinations and Goodwill
Business combinations that occurred prior to Jan@ar2010 were not accounted for in accordance HRS 3,

Business Combinations and IAS 27,Consolidated and Separate Financial Statements in accordance with the
IFRS 1,First-time Adoption of International Financial Reporting Standards exemption.
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Business combinations are accounted for using togiisition method. The cost of the business contlmnais
measured as the aggregate of the consideratiosféraad, measured at the acquisition date at falwer For each
business combination, the acquirer measures theowtnolling interest in the acquiree either at faalue or at the
appropriate share of the acquirer’s identifiableassets. The acquiree’s identifiable assets liligsi and contingent
liabilities that meet the conditions for recognitiander IFRS 3Business Combinations are recognized at their fair
values at the acquisition date. Acquisition costaiired are expensed in the year in which theyranarred except
for costs related to shares issued in conjunctiiin the business combination.

Goodwill is initially measured at the excess of fiaér value of consideration transferred and amoafhon-
controlling interest in the acquiree over the asijjgin fair value of the net identifiable assetgj@ced and
liabilities assumed. If this amount is lower thdre tfair value of the net assets of the subsidiagueed, the
difference is recognized immediately in the Cordatied Statement of Earnings and Comprehensive lacom

After initial recognition, goodwill is measuredaist less any accumulated impairment losses.
Share-based Compensation

The Company grants stock options to buy commoneshaf the Company to directors, senior officerstaie

employees and service providers pursuant to amiiveeshare option plan. The Board of Directorsnigasuch
options for years of up to 2-5 years, with vestyegrs determined at its sole discretion and atprequal to the
closing market price on the day the options weastgd.

Under this method, the Company recognizes compiensakpense for stock options awarded based orfaine
value of the options at the grant date using thecBIScholes option pricing model. The fair valuehaf options
is amortized over the vesting year and is includedselling, general and administrative expense wath
corresponding increase in equity. The amount reizegnas an expense is adjusted to reflect the nuotbghare
options expected to eventually vest.

Allowance for Doubtful Accounts

The Company maintains an allowance for doubtfuloaots for estimated losses that may arise if anytof
customers are unable to make required paymentsadygament provides for bad debts by reviewing alcifige
customer accounts and trends and sets aside afigpaonount towards the allowance account basedhim t
analysis. The amount reserved is based on the Quyigaistorical default experience direct knowledgle
customer credit worthiness, and payment trendstddwesr aging is reviewed monthly by management twuen
consistency with best practices. At any time thtaug the year, if the Company determines that thantial
condition of any of its customers has deterioratadincrease in the allowance may be made.

Intangible Assets

Intangible assets acquired separately are measmeihitial recognition at cost. The cost of intdrgi assets
acquired in a business combination is its fair gahs at the date of acquisition. Following initiatognition,
intangible assets are carried at cost less anynadatied amortization and any accumulated impairrosses.

The useful lives of intangible assets are assessedher finite or indefinite.

Intangible assets with finite lives are amortizegrothe useful economic life and assessed for impait whenever
there is an indication that the intangible asset/ lba impaired. The amortization period and the aizetion
method for an intangible asset with a finite usdifel are reviewed at least at each financial ye@d. Changes in
the expected useful life or the expected patternosfsumption of future economic benefits embodiethe asset
is accounted for by changing the amortization ke method, as appropriate, and are treated asgeban
accounting estimates. The amortization expense nmbangible assets with finite lives is recognized the
Consolidated Statement of Earnings and Comprehehstome.
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The assets with indefinite useful lives are not dimed, but are tested for impairment annually la¢ tcash
generating unit (“CGU”) level. The assessment afeiiinite life is reviewed annually to determine wher the

indefinite life continues to be supportable. If ntdte change in useful life from indefinite to fimiis made on a
prospective basis. Gains or losses arising fronpadial of an intangible asset are measured as fferetice

between the net disposal proceeds and the cargiimgunt of the asset and are recognized in the ddated

Statement of Earnings and Comprehensive Income teeasset is derecognized.

The Company records amortization of intangible @sgéth finite lives on a straight-line basis at tfollowing
annual rates, which approximate the useful livethefassets:

Assets Year
Developed technolog 3-5year
Contract developme 3 year
Customer relationshi 1- 10 year
Acquired technolog 3-7year
Software 3 years

Impairment of Non-Financial Assets

The Company assesses at each reporting date whbéheris an indication that an asset may be iregaiif any
indication exists, or when annual impairment testfar an asset is required, the Company estimiiesasset’s
recoverable amount.

The recoverable amount is the higher of an asset'€GU'’s fair value less costs to sell and valuauge. In

assessing value in use, the estimated future ¢awis re discounted to their present value usipgeatax discount
rate that reflects current market assessmentseofiitie value of money and the risks specific todhset. For an
asset that does not generate largely independshtiofiows, the recoverable amount is determinedife CGU to

which the asset belongs.

An impairment loss is recognized when the carryamgount of an asset, or its CGU, exceeds its reatier
amount. A CGU is the smallest identifiable groupas$ets that generates cash inflows that are jangd¢pendent
of the cash inflows from other assets or groupsigsfets. Impairment losses are recognized in thesdlidated

Statement of Earnings and Comprehensive Income.

An impairment loss is reversed if there is an iatlan that an impairment loss recognized in priearg may
no longer exist. An impairment loss is reversed/dalthe extent that the asset’s carrying amoueisdwt exceed
the carrying amount that would have been determinetl of depreciation or amortization, if no impaént loss
had been recognized previously. Such reversal égegmized in the Consolidated Statement of Earniagd

Comprehensive Income. An impairment loss with respe goodwill is never reversed.

The following criteria are also applied in assegsmpairment of specific assets:

Goodwill is tested for impairment annually and wheincumstances indicate that the carrying value rhay
impaired.

Impairment is determined for goodwill by assesdimg recoverable amount of each CGU or group of G&i0’
which the goodwill relates. Where the recoverabt®ant of the cash generating unit is less thaoatsying amount
an impairment loss is recognized to the extentddéeying amount exceeds the recoverable amountaihmgnt
losses relating to goodwill are not reversed infeityears.

Intangible assets with indefinite lives are tedmdimpairment annually either individually or diet cash generating
unit level, as appropriate, and when circumstaimugisate that the carrying value may be impaired.
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Revenue Recognition
EMR division

EMR systems are sold based on monthly and annbatsgption agreements with recurring revenues degeinon
the number of physicians and other health profesdsousing the software at the customer site. Towetinfy fee is a
blended payment for the use of the software, onggenhancements and technical support and is remmbas the
service is delivered on a monthly basis. Thereupfeont fees to cover the cost of training and iempéntation and
this revenue is recognized when the amount of nee@md expense can be measured reliably, and wbestdge of
completion of the service can be measured reliably.

The EMR division provides hosting services to caowes, including application hosting, technical suppoff-site

data storage and business continuation servicesto@ers are charged an initial fee for impleméurtadind set-up
followed by a monthly recurring subscription fee foaintenance and support of the hosting solutioraddition,

the division may resell hardware in conjunctionhwthe software implementation to facilitate optinsgistem
performance. Revenue from these services and foeiased hardware is recognized as they are detiver

The EMR division sales and marketing efforts areufed on selling Accuro® (the Company’s flagship FEM
product) to new and acquired customers. Existingtaruers of its other acquired EMR and patient mamamnt
systems are charged recurring monthly or annua fee software maintenance and support. From tionéne
annual maintenance and support payments are paidvience and are recorded as deferred revenuesdyathnce
sheet until they are recognized as revenue.

EMS division

Software license revenues are recognized aftevatgliand acceptance by clients in accordance \mightérms of
each contract. For multiple element arrangemehéscontract value is allocated and recognized stglgirfor each
element. Professional fees to implement the soéiveaie recognized when the amount of revenue artdcaosbe
measured reliably, and the stage of completiorhefdervice can be measured reliably. Annual maames and
support revenue is paid in advance and recognirea gtraight-line basis throughout the year asapjgroximates
the rate at which the service is delivered. Annmmintenance and support payments received in advare
recorded as deferred revenue on the balance sidiégarned.

RCM division

This division’s revenues in Canada are derived femftware sales and licenses and other supportieg, such as
consulting, training and installation. The RCM diain also provides maintenance and other recusamyices,
including customer support and software updateshvare renewable at the option of the customer.

The Company's US RCM revenues are derived from fealtected for processing medical billing claims,
determining eligibility, setting up records, andogucing patient statements. The Company recogmesnues
when the services are provided as long as a cdrdrasimilar arrangement is in place, the amoumés raadily
determinable, and collection is reasonably assured.

The Company recognizes RCM revenues from the dpuedat and sale of its software and licenses as vedaked
to the development is completed or when legal tid@sfers if development work is insignificant,iefis generally
when the product is shipped or, in the case ofageragreements, when the products are deliveredettain
customers. The Company sells some of its RCM prisdoe consignment to resellers and recognizes tevéor
these consignment transactions only when the eadsade has occurred.

The RCM division sells license and maintenanceremts that include the right to customer suppodt anspecified
updates of software licenses on a when-and-if-alldl basis. Sales of updates and maintenance ctniaee
considered post-contract support, and the feeslefierred and recognized as revenue prorated oeetetm of the
maintenance arrangement, which is generally 12 hsorithe recognition of any deferred revenue iscoottingent
upon any specific delivery of product since updatesonly provided when-and-if-available.
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For software arrangements where the RCM divisionolidigated to perform professional services, sush a
installation, training and consulting, the Compacgnsiders delivery to have occurred when no sigauifi
obligations remain. Generally, this would occur whsubstantially all service work has been compleited
accordance with the terms and conditions of theemgent with the customer.

Income Taxes

Income tax expense consists of current and defetadexpense. Income tax expense is recognizecén t
Consolidated Statement of Earnings and Comprehehsoome.

Current tax expense is the expected tax payabléhertaxable income for the year, using tax ratesced or
substantively enacted at year end, adjusted fondments to tax payable with regards to previoussyea

Deferred taxes are recorded using the statemefihaficial position liability method. Under the statent of

financial position liability method, deferred tassats and liabilities are recognized for future taxsequences
attributable to differences between the financtatesment carrying amounts of existing assets aatalliies and

their respective tax bases. Future tax assetsiabitities are measured using the enacted or sotwgtdy enacted

tax rates expected to apply when the asset iszeghbr the liability is settled.

The effect on deferred tax assets and liabilitiea @hange in tax rates is recognized in earninghé year that
substantive enactment occurs.

A deferred tax asset is recognized to the exteat tthis probable that future taxable profits wile available
against which the asset can be utilized.

Deferred tax assets and liabilities are offset witteare is a legally enforceable right to set offrent tax assets
against current tax liabilities, when they relaiericome taxes levied by the same taxation authaaitd when the
Company intends to settle its current tax assetdiahilities on a net basis.

The Company accounts for income tax credits in ataace with IAS 12|ncome Taxes where credits are recorded as
a credit to income tax expense on the statemesgarmoiings and comprehensive income.

8.0 CONTINGENCIES

The Company may be subject to a variety of claimd suits that arise from time to time in the ordyneourse of
our business. The consequences of these mattermapesently determinable but, in the opinionm@Enagement
after consulting with legal counsel, the ultimatgyegate liability is not currently expected to davmaterial effect
on our results of operations or financial position.

For details on current claims outstanding, pleaferrto the year ended December 31, 2012 Auditedri€ial
Statements and MD & A, filed on Sedar.

9.0 BUSINESS RISKS AND UNCERTAINTIES

Investors should carefully consider the risks andeutainties described in its annual 2012 MD&A lefmaking
an investment decision. If any of the risks actuaticur, our business, financial condition or ofiagaresults could
be materially harmed. This could cause the traginge of our common shares to decline, and you losg all or
part of your investment.
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