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1.0 INTRODUCTION

The following Management Discussion and Analysi©Q¢fR Technologies Inc. (“QHR” or “the Company”) ak
June 20, 2011 should be read in conjunction with dhaudited interim consolidated financial stateimdar the
three-month period ended March 31, 2011, and wrklatetes included therein, which has been prepaned i
accordance with International Financial Reportirtgn8ards (“IFRS”). All amounts following are expsed in
Canadian Dollars.

Additional information relating to the Company inding the Company’'s most recent Annual Financial
Statements can be foundvalvw.sedar.com.

Forward Looking Statements

The following discussion and analysigf the financia conditions and resultsf opeaations containsforward-
looking statements concerning anticipated developmentshén Gompany’s operations fiuture periods, the
adequacyof the Company’'dinancia resources and other events or conditions that owgur 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 eventgligons or results “will,” “may,” “could” or “shold” occur or

be achieved. Thederward-looking statements include, without limitation, statemeaitsut the Company’s market
opportunities, strategies, competition, expecteiiies and expendituress the Company pursues its business
plan, the adequacyf the Company'’s available casbsources and other statements abotire events or results.
Forward-looking statements are statements abouftutbtiee and are inherently uncertain, and actual achieném
of the Company or othlefuture events or conditions maliffer materially from thosereflected in theforward-
looking statements due to a varietf risks, uncertainties and othéactors, such as businesmd economic
risks and uncertainties. The Companfosward-looking statements are based on thaliefs, expectations and
opinions of management on the date the statements are madeed@i@mtly, all forward-looking statements
made in this discussion and analysis thefinancial conditions and resultsf operations or the documents
incorporated byreference are qualified by this cautionary statement and there can be sorasce that actual
results @ developments anticipated by the Company will bdized. Someof these risks, uncertaintieand other
factors are described herein under the heading “Risks @ndertainties. For the reasons detth above,
investors should not place undue reliancdooward-lookingstatements.
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2.0 BUSINESSOVERVIEW
2.1 Overview of the Business

QHR is a leading provider dinterprise Management Software (“EMS”) applications, marketed under the
Quadrant™ brand comprised of two product offeringse Workforce Management Software consists ofgirateed
applications, including payroll, staff schedulifgyman resources and employee self-service thatdegdwman
resource management solutions for complex heakhcand social services environments. The Financial
Management Software provides customized finan@étivare built on Microsoft's Dynamics GP (formerGreat
Plains) platform. Together, these products enalHiRQo offer comprehensive enterprise managemerttvaceé
solutions to the healthcare and social serviceketar

QHR is also the developer and marketerEtdctronic Medical Records (“EMR”) software, marketed under the
Accuro® EMR brand. This comprehensive suite of roadsoftware modules is designed to improve thdityuaf
the operational work environment of family physiga medical specialists and surgeons. Accuro dslive
productivity gains and cost savings through comzee medical records and it conforms to the stirig
requirements of EMR protocols that have been estad by Federal and Provincial governments. TheREM
division also supports and maintains legacy-badd Eystems from acquired companies including Cérécand
National Medical Solutions, Inc. The Company pr@gccustomers on these legacy systems with a destieé
upgrade path to the newer and more advanced Acystem.

The Hosting division provides integrated data hosting serviceboth its EMS and EMR customers who prefer to
access the software solution through an Applicat8arvice Provider (“ASP”) environment. Some proiahc
programs give preference to, and/or mandate a dhasteironment to meet the provincial EMR subsidggram
requirements for physicians. Accordingly, The Comphas found it necessary to build out its own dzater
infrastructure located in co-location facilitiesgsocommodate the client needs on both their soéapplication and
technical infrastructure. Cloud computing is a grogyvbusiness and for our clients it is necessarynéke this
upfront investment to offer a complete offeringnedinaged services.

2.2 CompanyProductsand Services

Enterprise Management Solutions (EMS)

The EMS division provides software to organizationthe healthcare and social services sectorgetiag medium
to large organizations. This is a growing marketdshon the demographics of an ageing population.

Quadrant products are differentiated from competitproducts in ways that are meaningful to Canadiealthcare
and public safety industry customers. The Workfokt@nagement Software has unique capabilities tot rifee
employee scheduling and payroll needs of compleskweavironments. The Financial Management Softvigtee
only Microsoft Dynamics GP financial software thiat customized to the Canadian healthcare markee Th
Company is also recognized for its outstanding pebdupport to customers.

The Company’s strategy for this division is to:

1. Leverage its leadership position in the public @ed position that has been strengthened witlatiogiisition

of the financial software division (“Financials D8ion”) of Momentum Healthware, and target privatalthcare
and social services organizations;

2. Cross-sell Workforce Management Software to Firglnklanagement Software customers, and vice-versa,
and expand sales within the entire customer bagieeagrowth of these customers requires furthetiegtpn of the
Company’s products; and

3. Develop best of breed, stand-alone modules oftitseat products that can interface with other comgst
products, thus broadening market reach.
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Electronic Medical Records division (EMR)

The EMR division operates in a rapidly changing kegplace, with adoption of EMR systems in Canadian
physician offices being promoted and funded by Eezleral and most Provincial governments. The Fédera
Government’s objective, through Canada Health I@fpwplans to have Electronic Health Records ingfac most
Canadians by 2016. The division’s flagship proddstcuro EMR, is developed using the latest techgwland
offers industry-leading functionality, workflow antbnformance to standards. The product is builiaditexible
platform which allows ongoing product developmeat respond to the evolving requirements of the EMR
marketplace. The division also provides support maghtenance of legacy EMR and practice manageryst¢ms
from acquired companies for physicians who haveyrbtipgraded to Accuro.

With the acquisition of Clinicare in late 2009, tBMR division has added one of Canada’s longestbéished
EMR vendor and client base and it has substantiatifeased its customer base. The Company’s sirdtaeg been
to selectively acquire legacy-based EMR and pragtianagement systems, which adds to the Compasntisring

revenue and increases its customer base. Custdreredit as the Company’s support structure anduress are
more substantial than the acquired software conggahad as standalone businesses. Over time, th@adyma

strategy is to selectively implement unique funedility from the acquired systems to the Accuro pridand to
develop data conversion tools to allow customersiggrade to the Accuro system without losing thsstoric

patient data. This provides customers with an upgnsath to newer technology that is cost-effectoreboth our
customers and QHR, and it helps ensure that cussor@main on QHR systems over the long term.

The EMR division’s goal is to be the leading praiidf EMR systems across Canada. It has establiststbng
market position in B.C., Alberta, Saskatchewan &fahitoba. In 2010 the company has expanded inta@nt
strengthened by its Clinicare acquisition and momportantly, the OntarioMD CMS 3.0 funding program
certification completed on November 29, 2010 whieplaces the Clinicare product funding for the Accproduct
funding as well as providing opportunities for n@mtarioMD funded sales in Ontario. Overall, the Qamy’s
strategy for this division is to:

1. Gain market share through both organic growth angliaitions; and
2. Leverage its position in existing and expansionk®ts and, at the appropriate time, expand intdJtBA.

Hosting division (Cloudwerx)

In addition to providing industry leading EMS andME software and services solutions, the Company has
enhanced its competitive position through the fdromaof its hosting division; Cloudwerx. Cloudweskmplifies

the management of enterprise applications throudhlla configurable set of application hosting sees and
customer support. With state-of-the-art capabditim hosting small to large scale enterprise appba
deployments, specifically focused on the Electraviedical Record and Enterprise Management Solutiankets,
Cloudwerx helps clients increase their ROI on itwesnt by reducing the amount of up-front cost resgiion new
enterprise software purchases, while helping taavg deployment timelines.
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2.3 Business Model

Recurring Revenue

The Company’s business model is to provide teclgicddly advanced business software solutions arild bang-
term relationships with customers. The Companyieneie model is based, initially, on providing pasienal
services to customers to implement those businelsgians. Thereafter the Company enjoys ongoingumeéag
revenues as long as customers continue to useciimpdhy’s products.

Enterprise Management Solutions division

Quadrant™ contracts are typically in the range ¥G000 to $1,000,000 and consist of three Elemeatsiely an
upfront purchase of software licenses, professisealices fees to implement the software at a ttHiesite over a 3-
12 month period and annual, recurring support aaht@nance fees.

Once installed, customers are expected to contisirgg the Company’s software for many years becafishe
high cost of changing vendors. This, added to tbe@any’s reputation for strong customer service, fr@vided
the EMS division with a customer retention and aimenewal rate exceeding 95%.

The software license revenues are recognized afierpletion of the initial support and maintenanaiqd.

Professional fees to implement the software aregeized as services are rendered. Annual maintenand

support revenue is paid in advance and recognineal siraight-line basis throughout the year. Anmmaintenance
and support payments received in advance are red@s deferred revenue on the balance sheeteantiéd.

Electronic Medical Records 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 ube of the software, on-going enhancements anchitath
support. Revenue is recognized on a monthly bdsiere are upfront fees to cover the cost of trginamd
implementation and this revenue is recognized withenservices are provided. Customers continue patfie
monthly fee for as long as they use the softwamceOnstalled, customers are reluctant to changesys due to
the quality of the Accuro system, plus the detes@f the investment in staff training and challeagssociated
with converting historic patient data to new sysiem

This, added to the Company’s reputation for strangtomer service, has provided the EMR divisionhwat
customer retention rate also exceeding 95%. Thesidivs sales and marketing efforts are focusedselting
Accuro to new and acquired customers. Existingarusts of its acquired EMR and patient managemestes)s,
such as Clinicare, are charged recurring monthharmmmual fees for software maintenance and suppaorual
maintenance and support payments are paid in advamd are recorded as deferred revenue on theckakineet
until recognized monthly on a straight-line bakiotighout the year.

Hosting division

The Hosting division is dedicated to enhancing BMS and EMR solution by providing data hosting,adstiorage
services and application hosting solutions to thalthcare and other social services sectors. Wighoeners across
Canada and around the world, we bring together €&sanost experienced ASP hosting and servicinmseand
facilities to provide best-in class service to ailients. We work closely with our customers to tuthmeir
environments for optimum performance across thpplieation hosting, and provide a managed stor&geices
environment to professionally managed state-ofdtidacilities instead of local installs.

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

data storage and business continuation servicesto@ers are charged an initial fee for implemeotatind set-up.
In some cases, the division resells hardware ijuoction with the implementation. Revenue from thagrvices
and the associated hardware is recognized as teeddivered. After the systems are implementedenge is
recognized on a monthly basis.
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3.0 2011 QUARTERLY REVIEW

In February 2008, the Canadian Accounting Stand@dard announced the adoption of IFRS for publicly
accountable enterprises in Canada effective Jandar011l. The unaudited interim consolidated firmanc
statements for the three months ended March 311 2@te QHR’s first financial statements preparedaenrFRS.
Section 4 includes the significant accounting peicthat we adopted under IFRS and a reconciliatibtthe
January, 1, 2010 Canadian GAAP statement of firdnpmsition to IFRS. In accordance with the traaositrules,
we have retroactively applied IFRS to our compaeatiata.

3.1 Selected Financial Information

March 31, 2011

March 31, 2010

Change Percent

REVENUE $ 6,481,901 $ 4,661,946 1,819,955 39%
OPERATING EXPESNES
Cost of goods sold 469,016 481,862 (12,846) (3%)
Service costs 2,428,970 2,095,059 333,911 16%
Selling and administrative expenses 2,157,750 11894 313,640 17%

5,055,736 4,421,031 634,705 14%
Earnings before the following items 1,426,165 246,9 1,185,250 492%
Stock-based compensation 38,106 9,564 28,542298%
Amortization of property and 133,869 126,815 7,054 6%
equipment
Amortization of intangible assets 290,993 275,137 5,836 6%
Interest expense 30,231 149,290 (119,059)(80%)
Loss on foreign exchange 4,849 5,087 (238) (5%)

498,048 565,893 (67,845) (12%)
Earnings (loss) before income taxés 928,117 (324,978) 1,253,095 386%
Income taxes (48,691) - >100%
Net earnings(loss) and comprehensive
income $ 976,808 (324,978) 1,301,786 401%
Basic earnings (loss) per share $ 002 % (0.01) % 0.03 300%
Diluted earnings (loss) per share $ 200 $ (0.01) % 0.03 300%
(1) Earnings before interest, amortization, stock-basmdpensation, loss on foreign exchange and taxeea aon-IFRS measure.
March 31, 2011 March 31, 2010 Change  Percent

Current assets 13,074,100 4,626,136 8,447,964 183%
Long-term assets 14,346,091 12,883,307 1,462,784 % 11
Current liabilities 4,629,670 4,922,450 (292,780) 6%
Long-term liabilities 5,730,662 5,778,452 (47,790) >1%
Shareholders’ equity 16,955,542 6,808,541 10,147,00 149%
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Liquidity Risk

Liquidity risk is the risk that the Company will hbe able to meet its financial obligations as tifedlydue. The
Company has in place a planning and budgeting psougiich helps determine the funds required to renthe
Company has the appropriate liquidity to meet israting and growth objectives.

As at March 31, 2011, the Company had cash of 5129 and accounts receivables of $6,651,441 tota
of $12,243,570 which will cover its short-term firdal obligations from its trade and other payabt#s
$4,149,712, promissory note of $84,016 and cafatdes of $843,636, which total $5,077,364. Theidity and
maturity timing of these assets are adequate ®séttlement of the short-term financial obligasion

Contractual obligatior Lessthanlye 1to 3year 4to 5 year After 5 year Total
Capitallease obligatior $ 39594 $ 44769 % - $ - $ 843,63t
Promissory note payakle 84,01¢ - - - 84,01¢
Trade and other peyalkles 4,149,722 - - - 4,149,72
Total $ 4,629,670 $ 447,694 $ - $ - $ 5,077,364

3.2 First Quarter Highlights

The following are first quarter highlights:

«  The EMS division secured new licensing agreemetisiwcontributed to the®iquarter revenue increase.

* Due to the increase in revenue in the EMS divislHR Technologies on a consolidated bases recatsled
largest revenue quarter to date.

* The EMR division has been investing heavily in a@fte development and marketing its Accuro® software
to further increase its revenue through ongoingsuption service.

* The hosting division had increase in revenues &b @drgely due to the integration of providing haktiata
services with the selling of the Accuro® softwanghe EMR division.

3.3 Results of Operations

The Company has three reportable segments. ThegEise Management Software (“EMS”) division spézés in
Workforce Management Software and Financial Manageroftware targeted at medium to large healthaace
social services organizations. The Electronic MalddRecords (“EMR”) division provides applicationsr fuse in
physicians’ medical offices. The Cloudwerx Datausioins (“Hosting”) division provides ASP hostingatd backup
services and other technology products and serditeSMR and other clients. The accounting policidsthe
segments are the same as those described in thaasyrof significant accounting policies and are sistent with
previous periods. Since the year ended December2@10: there have not been any changes in the lodisis
segmentation or basis of measurement of segmefit prdoss. Furthermore, there have not been aggificant
changes in the total assets attributable to eagpineet.

March 31, 2011 EMS EMR Hosting Corporate Total
Revenues $ 4,005214 $ 1,84480 $ 631,879 $ - $6,481,901
Operating expenses 2,022,189 1,380,031 596,356 16867 5,055,736
Earnings before the undernoted 1,983,025 464,777 5,523 (1,057,160) 1,426,165
Stock-based compensation 23,425 12,242 2,439 - 088,1
Amortization of property and

equipment 40,352 31,308 62,209 - 133,869
Amortization of intangible assets 105,860 185,133 - - 290,993
Interest expense 10,600 15,544 4,086 - 30,231
(Gain) loss on exchange 4,715 136 (2) - 4,849
Earnings before income taxes 1,798,073 220,414 183,2 (1,057,160) 928,117
Income tax recovery, net (48,691)
Net earnings $ 976,808
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March 31, 2010 EMS EMR Hosting Corporate Total
Revenues $ 2,446,545 $ 1,823,796 $ 391,605 $ - $4,6686,9
Operating expenses 2,230,987 967,501 541,813 680,73@,421,031
Earnings before the undernoted 215,558 856,295 0,208) (680,730) 240,915
Stock-based compensation 8,360 - 1,204 - 9,564
Amortization of property and
equipment 55,478 51,939 19,398 - 126,815
Amortization of intangible assets 104,965 167,972 204, - 275,137
Interest expense 27,711 116,716 4,863 - 149,290
Loss on foreign exchange - 4,805 282 - 5,087
Loss before income taxes 19,044 514,863 (178,155) 80,{80) (324,978)
Income taxes -
Net earnings $ (324,978)
Revenues

The company recorded $6,481,901 in revenue fothttee months ending March 31, 2011 compared to68#4946
for the three months ending March 31, 2010 an aszef 39%

The EMS division revenue for the first quarter 4s005,214 compared to $2,446,545 for the samegodast year
an increase of 64%. This increase was largely dsecuring licensing agreements with new and exgstlients.

The EMR division revenue for the first quarter wkis844,808 compared to $1,823,796 for the samegbédaist
year and was largely driven by continued recurrengenue from our Accuro® EMR systems.

Operating Expenses

Operating expenses including cost of goods soldevi#r,055,736 for the three months ending March281,1
compared to $4,421,031 for the same period in 28h0increase of 14%. The increase in operating@rsgs is
partly due to professional and consulting fees@ased with IFRS conversion.

Other Expenses

Other expenses including stock-based compensatioartization, interest and foreign exchange we@B%#M8 for
the three months ending March 31, 2011 compar&$65,893 for the same period in 2010, a decreas@%f The
decrease in operating expenses is largely dueadwution of interest costs from eliminated longrtalebt.

Net Earnings

Before income tax recovery, earnings for the thmeaths ended March 31, 2011 were $928,117 comparadoss
of $324,978 for the same period last year. Theeaetings for the period ended were $976,808 comeptr a net
loss of $324,978 in 2010, an increase of $1,3010¢881%. The increase in earnings is attributesubstantially
increase licensing agreements in the EMS dividiam in the same period in the prior year.
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3.4 Summary of Quarterly Results

Revenue for the quarter ending March 31, 2011letd6,481,901, 39% higher than the $4,661,946 rtego

in the same period for 2010.

Operating expenses were $5,055,736 in the firsttquaompared to $4,421,031 for the same period in
2010. The increase in operating expenses wereypattibuted to increased professional and conwylti
fees associated with IFRS conversion which accalufite approximately $150,000 which are one-time
expenses. In addition, increased staffing costecésed with the ramp up of the EMR operations were
incurred.

Earnings before stock based compensation expensgtization, interest expense and foreign exchange
was $1,426,165 in the first quarter compared td0$2¥ compared to the same period in 2010.

Net earnings and comprehensive income was $976r80® first quarter compared to a loss of $324,978
in the same period in 2010.

As at March 31, 2011 earnings per share (basicufeti) were $0.02 compared to $(0.01) for the same
period in 2010.

As at March 31, 2011 the Company had positive wayktapital® totaling $8,444,430 compared to a
working capital deficiency of $296,314 as at MaBh 2010. The working capital increase is due to a

growth in earnings for the period as well as redutebt obligations.

(1) The company uses working capital changes as aeupptal non-IFRS financial measure in its evalmatibliquidity. Management believes monitoring wioid 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.

Quarterly Financial Data

Three months ended

Mar 31 Jun 30 Sept 30 Dec 31

2011
Revenue $ 6,481,901
Net earnings and comprehensive income 976,808
Net earnings per share — basic 0.02
Net earnings per share — diluted 0.02
Weighted average common shares outstanding -

Basic 42,903,510

Diluted 43,780,767
2010
Revenue $4,661,946 $5,092,462 $4,645807 $ 4,670,685
Net (loss) earnings and comprehensive income (333,9 282,403 (104,253) 1,128,984
Net earnings per share — basic (0.01) 0.01 (0.00) 0.00§
Net earnings per share — diluted (0.01) 0.01 (0.00) (0.00)
Weighted average common shares outstanding -

Basic 28,235,953 29,886,965 30,259,774 30,109,936

Diluted 29,123,833 29,886,965 30,987,648 30,682,360
2009
Revenue $2,670,714 $ 3,749,243 $4,189,271
Net (loss) earnings and comprehensive income 9335, 655,812 329,887
Net earnings per share — basic (0.01) 0.03 0.01
Net earnings per share — diluted (0.01) 0.03 0.01
Weighted average common shares outstanding -

Basic 22,662,984 26,106,259 24,512,973

Diluted 22,662,984 26,103,259 25,267,940

(2)  Amount reflects an income tax recovery recognirethée 4' quarter of 2010 in the amount of $1,257,000.

We have restated our 2010 comparative data in daooe with IFRS. We are not required to apply IRRBeriods
prior to 2010. Our 2009 comparative data was pegpar accordance with Canadian GAAP.
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Economic Outlook and Company Strategy

While there have been many recent signs of econoatiovery in Canada, management believes that 26il1
continue to present challenges to most Canadiaimdésges. It is not yet clear how long the econaméovery will
take, nor is it clear how the pace of the recoveslf affect buying decisions of potential new custers.
Healthcare is a steady and growing market and tewem contracts already announced in Q1, 2011 atdigrowth
opportunities for the company.

* Total spending in healthcare in Canada was expdotedach 192 billion in 2010. The Healthcare sect
continues to grow based on demographic changesaimada, and represented approximately 11.7% of
Canadian GDP;

 The Company’s customers, being regional healthiclist hospitals, long-term care facilities, so@apport
agencies and physicians’ offices and public sadetynot usually impacted by the business cycle;

e The Company’'s products, such as accounting andopayre mission critical to the running of those
enterprises; and

» Federal and Provincial Governments are acceleratisgstment in information technology infrastruetur
creating more demand for the Company’s products.

The management team remains focused on implemeatingsiness model which will serve to (i) add aurgng
revenue stream by offering a range of servicesp(idaden the Company’s portfolio of products aedises, (iii)
actively recruit and cultivate reseller channeltpars, and (iv) diversify the base of customers.

QHR expects to achieve continued growth over the year based on the Company’s recent acquisitmasbased
on strong organic growth and expansion into newketar The Company enjoys strong cash flow duetgo i
recurring revenue model, and will continue to iviesproduct development as well as consideringhin strategic
acquisitions. The Company also has raised equafyital to support operational growth and partiafiynd
acquisitions, and expects to continue to do sbénftiture provided that market conditions remairotaable.

3.5 Liquidity and Capital Resources

March 31, 2011 March 31, 2010
Cash on hand $5,592,129 $679,974
Working capital surplus (deficiency) 8,444,430 (296,314)
Shareholders’ equity 16,955,542 6,808,541

The Company ended the period with cash on handbE9®,129 compared to $679,974 compared for thee sam
period in 2010. The Company had a working capstaplus of $8,444,430 at March 31, 2011. This sgp$ a
$8,740,744 improvement over the working capitaldefcy of $296,314 at March 31, 2010.

Operating Activities

For the period ended March 31, 2011, operatinyities resulted in net cash inflows of $1,230,66npared to net
cash inflows of $862,729 in 2010. The increagwimarily due to the increase in earnings.

Investing Activities

For the period ended March 31, 2011, the Compangenmet investments of $155,539 compared to $212745
2010. Investments were primarily related to addsito capital assets and developed technologyreake2010
related to business acquisitions.

Financing Activities

For the period ended March 31, 2011, the Compadyulsad cash in net financing activities of $104, t@2npared

to $1,007,619 in 2010. The decrease in cash usdithfncing activities was the result of the metient of the debt
associated with acquisitions made during tHedarter of 2010 and as a result of the proceedbarke issuances.
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The following table summarizes the Company’s finahiabilities and the remaining contractual méttas.

Less than
Contractual obligations Total 1 year 1-3 years 4-5 years
Long-term debt - - - -
Accounts payable/accrued liabilities 4,149,712 9,212 - -
Promissory note payable 84,016 84,016
Capital lease obligations 848,636 395,942 447,694 -
Operating leases for premises 1,639,656 507,283 411803 90,550
Total contractual obligations $6,722,020 $5,138,95 $1,489,517 $90,550

The ability of the Company to meet its financialigations as they come due is largely dependeritsoability to
generate profitable revenues as budgeted in itsy&sss plans, collect accounts receivable and atewe financing
from the investment community to support Companivaies including acquisitions.

4.0 CRITICAL ACCOUNTING ESTIMATES

On January 1, 2011, with the adoption of IFRS, @wmpany prepared its consolidated financial statesne
accordance with International Financial Reportingn8ards, and made estimates and assumptionsfflet its
reported amounts of assets, liabilities, revenukexpenses, and the related disclosures of comtinigdilities. The
Company based its estimates on historical expegi@mz other assumptions that it believes are reddonn the
circumstances. Actual results may differ from thesémates.

Management has discussed the development andiseleétthe Company’s critical accounting estimatéth the
Audit Committee of the Company’s Board of Directoesd the Audit Committee has reviewed the follayin
disclosures.

The following critical accounting policies refleitte Company’s more significant estimates and assongpused in
preparing its consolidated financial statements:

BusinessCombinationsand Goodwill

Business combinations that occurred prior to Jan@iai2010 were not accounted for in accordance RS 3,
“Business Combinationsadnd IAS 27, Consolidated and Separate Financial Statemeimtsaccordance with
the IFRS 1, First-time Adoption ofinternational Financial Reporting Standardg’kemption discussed further in
note 18.

Business combinations are accounted for using togiisition method. The cost of the business contlunas
measured as the aggregate of the consideratiosféraed, measured at the acquisition date at faluevand the
amount of any non-controlling interest in the acgei For each business combination, the acquirasuanes
the non-controlling interest in the acquiree eittarfair value or at the appropriate share of thgquaer’s
identifiable net assets. The acquiree’s identiBabissets, liabilities and contingent liabilitiesatthmeet the
conditions for recognition under IFRS 3Business Combinatiohsare recognized at their fair values at the
acquisition date. Acquisition costs incurred arpensed in the period in which they are incurred.

Goodwill is initially measured at cost being thecess of the consideration transferred over the Gowyip net
identifiable assets acquired and liabilities asgilintfethis consideration is lower than the fair walof the net assets
of the subsidiary acquired, the difference is reipgd immediately in the Consolidated Statemerarihings and
Comprehensive Income.

After initial recognition, goodwill is measuredaist less any accumulated impairment losses.
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QHR TECHNOLOGIESINC.
MANAGEMENT DISCUSSION & ANALYSIS

Use ofEstimates

The preparation of consolidated financial statemémiconformity with IFRS requires the Company’smage ment
to make estimates and assumptions that affect aimaeported in the financial statements and ndteseto.
Actual amounts may ultimately differ from thesemsttes.

Significant areas requiring the use of managemetiimates relate to the determination of the nebverable
value of assets, including inventory obsolescenogigions, allowance for doubtful accounts, impannof non-
financial assets, valuation of deferred tax assesgful lives for depreciation and amortizationarghbased
payment, allocation of purchase price of acquisgjcselling prices, fair value of revenues, prarisifor warranties
and income taxes. Management reviews significatimases on a periodic basis and, where necessaaiesn
adjustments prospectively

Share-base@ompensation

The Company grants stock options to buy commoneshaf the Company to directors, senior officerspleyees
and service providers pursuant to an incentive eslogation plan described in note 12. The Board ok@obrs
grants such options for periods of up to 2-5 yeait) vesting periods determined at its sole disereand at prices
equal to the closing market price on the day th@ap were granted.

Under this method, the Company recognizes compiensakpense for stock options awarded based orfdaine
value of the options at the grant date using thacBIScholes option pricing model. The fair valuetioé
options is amortized over the vesting period anth¢duded in selling, general and administrativpense with a
corresponding increase in equity. The amount reieegnas an expense is adjusted to reflect the nuothehare
options expected to eventually vest.

Allowancefor Doubtful Accaunts

The Company maintains an allowance for doubtfuloacts for estimated losses that may arise if anytsof
customers are unable to make required paymentsadanent provides for bad debts by setting asidereeptage
of sales towards the allowance account. The peagenis based on the Company’s historical defaydesggnce
and is reviewed periodically to ensure consistenitih default experience. In addition, at the endeafth fiscal
year, management specifically analyzes the ageutstanding customer balances, historical bad dgi¢réence,
customer credit-worthiness and changes in custgragment terms to evaluate estimates of collectghili the

Company'’s accounts receivable balance. The allogvast aside is then adjusted to align with theifipemalysis

performed. Throughout the year, if the Company mieitees that the financial condition of any of itastomers
has deteriorated; increases in the allowance magydute.

Intangible Assets

Intangible assets acquired separately are measmeiitial recognition at cost. The cost of intarlgi assets
acquired in a business combination is its fair gais at the date of acquisition. Following initiatognition,
intangible assets are carried at cost less anynagated amortization and any accumulated impairriteses.

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

Intangible assets with finite lives are armedt over the useful economic life and asseésfor impairment
whenever there is an indication that the intangid$éset may be impaired. The amortization period #med
amortization method for an intangible asset witimae useful life are reviewed at least at eactaficial year end.
Changes in the expected useful life or the expeptatbrn of consumption of future economic beneditgbodied
in the asset is accounted for by changing the amatidn period or method, as appropriate, and ezated as
changes in accounting estimates. The amortizatiperese on intangible assets with finite lives isognized in the
Consolidated Statement of Earnings and Comprehehstome.
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QHR TECHNOLOGIESINC.
MANAGEMENT DISCUSSION & ANALYSIS

Intangible assets with indefinite useful lives aret amortized, but are tested for impairment aryuaither
individually or at cash generating unit level. Thesessment of indefinite life is reviewed annutdlydetermine
whether the indefinite life continues to be supgbl¢. If not, the change in useful life from indé@ to finite is
made on a prospective basis. Gains or losses @rfsinm disposal of an intangible asset are measarethe
difference between the net disposal proceeds aedc#inrying amount of the asset and are recogniaethe
Consolidated Statement of Earnings and Comprehehsbome when the asset is derecognized.

The Company records amortization of intangible tsea a straight-line basis at the following anmadés, which
approximate the useful lives of the assets:

Developed technology 5 years
Contracted development 3 years
Customer relationships 3to 10 years
Acquired technology 3to 7 years

RevenudRecoqition

EMS division

The software license revenues are recognized afierpletion of the initial support and maintenaneaiqd.

Professional fees to implement the software aregeized as services are rendered. Annual maintenand
support revenue is paid in advance and recognined siraight-line basis throughout the year. Anmaintenance
and support payments received in advance are redasl deferred revenue on the balance sheeteantiéd.

EMR division

Accuro® EMR systems are sold based on a monthigne and services agreement with monthly recurring
revenues dependant on the number of physicianotied health professionals using the software atctistomer
site. The monthly fee is a blended payment forube of the software, on-going enhancements anditadrsupport
and is recognized as the service is delivered omathly basis. There are upfront fees to coverctiat of training
and implementation and this revenue is recognizieeinvwihe services are provided.

The division’s sales and marketing efforts are gmtlion selling Accuro® to new and acquired custeméixisting
customers of its other EMR and patient managemgsiess, such as Clinicare, are charged recurringthmho or
annual fees for software maintenance and suppsmhual maintenance and support payments are paadvance
and are recorded as deferred revenue on the badaeet until earned.

Hosting division

The division provides hosting services to EMR costoes, including application hosting, technical suppoff-site
data storage and business continuation servicesto@ers are charged an initial fee for impleméonadnd set-up.
In some cases, the division resells hardware ijuogtion with the implementation. Revenue from thesrvices
and the associated hardware is recognized as tieegadivered. After the systems are implementedemnue is
recognized on a monthly basis.

Income Taxes

Income tax expense consists of current and defela@dexpense. Income tax expense is recognizedan t
Consolidated Statement of Earnings and Comprehehstome.

Current tax expense is the expected tax payablthertaxable income for the year, using tax ratesceu or
substantively enacted at period end, adjustedrf@raments to tax payable with regards to previeassy

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

financial position liability method, deferred tass&ts and liabilities are recognized for future taxsequences
attributable to differences between the financtatesnent carrying amounts of existing assets aatlliies and

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

tax rates expected to apply when the asset iszeghbr the liability is settled.
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The effect on future tax assets and liabilitiesaothange in tax rates is recognized in earningbénperiod that
substantive enactment occurs.

A deferred tax asset is recognized to the exteat ithis probable that future taxable profits wikk available
against which the asset can be utilized. To thergxhat the Company does not consider it probidaiea future
tax asset will be recovered, it provides a valuatibowance against the excess.

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

The Company account for income tax credits is toagance with IAS 12,Ihcome Taxes”

5.0 CONVERSION TO IFRS

Transitionto IFRS

a) Business Combinations

IFRS 1 indicates that a first-time adopter may telemt to apply IFRS 3Business Combinationgtrospectively
to business combinations before the date of triamstb IFRS. The Company has elected to use thistieh and
will apply IFRS 3 to business combinations that magur on or after January 1, 2010.

b) Fair Value or Revaluation as Deemed Cost

IFRS 1 allows a first-time adopter to elect that tteemed cost of an item of property and equipnsethite item’s
fair value as at January 1, 2010, or it is a reatadn amount under previous Generally Accepted Aotiog
Principles (GAAP) that is broadly comparable to failue.

The Company has elected to adopt the optionaliefecinder IFRS 1 and therefore re-stated certaipgnty and
equipment as at January 1, 2010 to their fair valBecause of the adoption of this election, dejatem is now
based on the deemed cost starting from Januar§1D, 2he date from which the Company establisheddlr value
measurement.

(c) Share-Based Payments

IFRS 1 encourages, but does not require, first tadepters to apply IFRS Zhare-Based Paymei equity
instruments that were granted on or before Noverib@002, or equity instruments that were grantdmsequent
to November 7, 2002 and vested before the laténeoflate of transition to IFRS and January 1,

2005. The Company has elected to take advantagfeeoéxemption and not apply IFRS 2 to awards tkated
prior to January 1, 2010.

IFRS 1 also outlines specific guidance that a-firse adopter must adhere to under certain circant®s. The
Company has applied the following guidelines toopening statement of financial position dated daya, 2010:

d) Estimates

According to IFRS 1, an entity's estimates undd®SFat the date of transition to IFRS must be comsiswith
estimates made for the same date under previousPGAIAless there is objective evidence that thosma®s
were in error. This exemption is to prevent antgrftiom adjusting previously made accounting estendgor the
benefit of hindsight. The Company's IFRS estimate®f January 1, 2010 are consistent with its Cana@AAP
estimates for the same date.
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QHR TECHNOLOGIESINC.
MANAGEMENT DISCUSSION & ANALYSIS

IFRS employs a conceptual framework that is sintita€anadian GAAP; however, significant differeneasst in
certain matters of recognition, measurement andlatisre. While adoption of IFRS has not changed the
Company's actual cash flows, it has resulted imgha to the Company's reported financial positiath @sults of
operations and statement of cash flows. In ordalltow the users of the financial statements tadbetnderstand
these changes, the Company's Canadian GAAP CoatadidBalance Sheets, Consolidated Statement ofrigatn
Deficit, and Comprehensive Income, and Consolid&tdements of Cash Flows as at and for the quaneed
March 31, 2011 and the period ended December 310 2{ave been reconciled to IFRS, with the resulting
differences explained in the following section:

(i) Property and equipment

Under IFRS:

e Each class of property and equipment may be cagiilér on the cost basis (costs less accumulated
depreciation and any accumulated impairment losses)at revalued amounts (fair value), less
depreciation. The Company has chosen to accouptréperty and equipment under the cost basis.

* Annual depreciation is based on an allocation ef ¢bst of an asset less its residual value over the
useful life of the asset, including any idle period

» Estimated residual value is the amount the ensitinetes that it would receive currently for theets
if it were already of the age and in the conditexpected at the end of its useful life, and isefane
not increased for changes in prices.

< In assessing for potential impairment of assetRImeither requires nor prescribes discounting. The
impairment is the amount by which the carrying ealaxceeds the recoverable amount. The
recoverable amount of an asset is defined in IASi6perty, Plant and Equipmeas the higher of an
asset’s fair value less cost to sell and its vatugse.

Under Canadian GAAP
e Canadian GAAP requires an entity to carry propentg equipment on the cost basis subsequent to
their initial recognition, and revaluation is prbied.
* Annual depreciation is based on the greater of:
- an allocation of the cost of an asset less &&ltml value over the useful life of the asset
- an allocation of the cost less salvage value twelife of the asset
e Under Canadian GAAP residual value is defined, dhots not contain guidance on the effect of
changes in prices.
* Net recoverable amount is defined as the estinfatede net cash flow from the use of the property o
equipment, together with its residual value.

As a result, the Company has elected to use thti@leunder IFRS 1 whereby on the transition to $-R
the deemed cost of an item of property and equipisehe item’s fair value as at January 1, 2010.
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(i)  Share-based payment

Under IFRS:

« Each tranche of an award with different vestingedats considered a separate grant for the
calculation of fair value, and the resulting famlwe is amortized over the vesting period of the
respective tranches.

e Forfeiture estimates are recognized in the perioel tare estimated, and are revised for actual
forfeitures in subsequent periods.

Under Canadian GAAP:

e The fair value of stock-based awards with gradedting are calculated as one grant and the
resulting fair value is recognized on a straigh¢ Ibasis over the vesting period.

« Forfeitures of awards are recognized as they occur.

Under Canadian GAAP, when share options are fedeibefore vesting, all the previous period
changes are to be reversed in the period thatgtiens are cancelled using either the estimatioactual
method. The Company has previously chosen to reversh forfeited options using the actual
method.

However, IFRS requires those forfeited options ® rbversed using an estimation method based on
estimated forfeitures.

(i) Deferred tax asset/liability

Under IFRS:
+ All deferred tax assets and liabilities are clasdifis non-current.

Under Canadian GAAP
« Deferred tax assets and liabilities are classiigdurrent or non-current as appropriate.

As a result, the Company reclassified current detetax assets and liabilities to non-current asaetl
liabilities respectively.

(iv) Statement of cash flows

The transition from Canadian GAAP to IFRS has raat A material impact on the statement of cash flows
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The Canadian GAAP statement of financial positidnJanuary 1, 2010 has been reconciled to IFRS as
follows:

Previously Share- Total effect of
reported un_der Property based transition to Restated under
Canadian and payment IFRS IFRS
GAAP equipment
ASSETS (i) (i)
Current assets
Cash $ 1,037,609 $ 1,037,609
Accounts Receivable 2,206,851 2,206,851
Inventory 31,390 31,390
Prepaid expenses and deposits 737,241 737,241
Investment tax credit receivable 579,092 579,092
4,592,18: 4,592,18
Accounts receivable 82,874 82,874
Property and equipment 1,307,812 (22,448) (22,448) 1,285,364
Goodwill 2,919,181 2,919,181
Intangible assets 8,825,663 8,825,663
$17,727,713 $ (22,448) $ $ (22,448) $ 17,705,265
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities $ 3,686,2 $ 3,677,266
Promissory notes payable 3,205,174 3,205,174
Current portion of long-term debt 395,526 395,52
Current portion of capital lease obligations 366,65 366,659
7,644,62! 7,644,62!
Deferred revenue 2,081,412 2,081,412
9,726,037 9,726,037
Long-term debt 1,518,293 1,518,293
Capital lease obligations 374,980 374,980
11,619,310 - - - 11,619,310
SHAREHOLDERS' EQUITY
Share capital 9,559,282 9,559,282
Contributed surplus 134,165 34,327 34,327 168,492
Warrants 477,709 477,709
Deficit (4,062,753) (22,448) (34,327) (56,775) (4,119,528)
6,108,403 (22,448) - (22,448) 6,085,955
$ 17,727,713 $ (22,448) $ $ (22,448) $ 17,705,265
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The Canadian GAAP statement of financial positianDecember 31, 2010 has been reconciled to IFRS as

follows:
Previously
reported under Property Share- Total effect of
Canadian and based Deferred tax transition to Restated under
GAAP equipment payment asset/liability IFRS IFRS
ASSETS (i) (ii) (iii)
Current assets
Cash $ 4,621,810 $ 4,621,810
Accounts Receivable 2,834,197 2,834,197
Inventory 70,238 70,238
Prepaid expenses and deposits 617,660 617,660
Deferred taxes 587,000 (587,000) (587,000) -
8,730,90! (587,000 (587,000 8,143,90!
Property and equipment 1,613,675 (22,448) (22,448) 1,591,227
Deferred taxes 957,000 596,000 596,000 1,553,000
Goodwill 2,956,625 2,956,625
Intangible assets 8,189,170 8,189,170
$ 22,447,375 $ (22,448) $ $ 9,000 $ (13,448) $ 22,433,927
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities $ 3,758,1 $ 3,798,158
Promissory notes payable 84,016 84,016
Current portion of capital lease obligations 438,62 438,625
4,320,79 4,320,79'
Deferred revenue 1,667,081 1,667,081
5,987,880 5,987,880
Deferred taxes - 20,000 20,000 20,000
Capital lease obligations 517,919 517,919
6,505,799 - - 20,000 20,000 6,525,799
SHAREHOLDERS' EQUITY
Share capital 17,669,668 17,669,668
Contributed surplus 248,796 74,285 74,285 323,081
Warrants 1,024,343 1,024,343
Deficit (3,001,231) (22,448) (74,285) (11,000) (107,733) ,1@8,964)
15,941,576 (22,448) - (11,000) (33,448) 15,908,128
$ 22,447,375 $ (22,448) $ $,000 $ 13,448 $ 22,433,927
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The Canadian GAAP statement of financial positianMarch 31, 2010 has been reconciled to IFRS as
follows:

Previously Property Share- Total effect of Restated under
reported under and based transition to IFRS
Canadian GAAP equipment payment IFRS
ASSETS (i) (i)
Current assets
Cash $ 679,974 $ 679,974
Accounts Receivable 2,630,770 2,630,770
Inventory 34,456 34,456
Prepaid expenses and deposits 701,844 701,844
Investment tax credit receivable 579,092 579,092
4,626,131 4,626,13
Accounts receivable 42,306 42,306
Property and equipment 1,268,551 (22,448) (22,448) 1,246,103
Goodwill 2,961,192 2,961,192
Intangible assets 8,633,706 8,633,706
$ 17,531,891 §22,448) $ - $ (22,448) $ 17,509,443
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities $ 2,867,873 $ 2,867,873
Promissory notes payable 1,350,222 1,350,222
Current portion of long-term debt 367,008 368,00
Current portion of capital lease obligations 337,34 337,347
4,922,45 4,922,45
Deferred revenue 4,018,016 4,018,016
8,940,466 8,940,466
Long-term debt 1,458,206 1,458,206
Capital lease obligations 302,230 302,230
10,700,902 - - - 10,700,902
SHAREHOLDERS' EQUITY
Share capital 10,496,802 10,496,802
Contributed surplus 153,484 24,572 24,572 178,056
Warrants 578,189 578,189
Deficit (4,397,486) (22,448) (24,572) (47,020) (4,444,506)
6,830,989 (22,448) - (22,448) 6,808,451
$ 17,531,891 $§22,448) $ - $ (22,448) $ 17,509,443
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The Canadian GAAP statement of earnings and corapsive income for the twelve months ended Dece®ber
2010 has been reconciled to IFRS as follows:

Previously reported IFRS Restated under
Year ended December 31, 2010 under Canadian adjustments IFRS
GAAP
Revenu $ 19,070,90 $ 19,070,90
Operating Expens
Cost of goods so 1,945,021 1,945,021
Service cos 7,983,61! 7,983,61!
Selling and administrative expen 6,681,65; 6,681,65;
$ 16,610,28 $ 16,610,28
Earnings before the following itel 2,460,61. 2,460,61.
Share based payme 158,85 39,95¢ 198,81!
Amortization of property and equipmu 682,73 682,73
Amortization of intangible asse¢ 1,136,94 1,136,94
Interest expen: 635,96¢ 635,96¢
Loss ondisposal of capital ass: 46,92« 46,92«
Loss on foreign exchan 5,65¢€ 5,65¢€
2,667,09i 39,95¢ 2,707,04:
Earnings (loss) before income ta (206,478 (39,958 (246,436
Recovey of income taxe
Curren - - -
Deferre( (1,268,000 11,00( (1,257,000
(1,268,000 11,00( (1,257,000
Net earnings and comprehensive inc $ 1,061,52 $ (50,95¢ $ 1,010,56
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The Canadian GAAP statement of earnings and coraps#ve income for the three months ended March 31,
2010 has been reconciled to IFRS as follows:

Previously IFRS Restated under
Three months ended March 31, 2010 reported under  giystments IFRS
Notes Canadian
Revenu $ 4,661,94 $ 4,661,94
Operating Expens
Cost of goods so 481,86: 481,86:
Service cos 2,095,05! 2,095,05!
Selling and administrative expen 1,844,111 1,844,111
4,421,03 4,421,03
Earnings before the following itel 240,91! 240,91!
Stock-based compensation expe (ii) 19,31¢ (9,755 9,56¢
Amortization of property and equipmu 126,81! 126,81!
Amortization ofintangible asse 275,13 275,13
Interest expen: 149,29( 149,29(
Loss on foreign exchan 5,08i 5,081
575,64 (9,755 565,89.
Earnings (loss) before income ta (334,733 9,75t (324,978
Recovey of income taxe
Curren - -
Deferrec - -
Net loss and comprehensive incc $  (334,73¢ $ 9,75 $  (324,97¢
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The Canadian GAAP statement of cash flows for tiee¢ months ended March 31, 2010 has been recdrioile

IFRS as follows:

Three months ended March 31, 2010

Previously

reported under IFRS Restated

Noteg 1 nadian GAAP adjustments under IFRS

OPERATING ACTIVITIES
Net earnings (loss)
Items not affecting cash

$ (334,733) $ 9,755  $ (324,978)

Amortization of property and equipment 126,815 6,825
Amortization of intangible assets 275,137 275,137
Stock-based compensation (i) 19,319 (9,755) 9,564
Changes in non-cash operating assets and liabilitie
Accounts receivable (383,351) (383,351)
Inventory (3,066) (3,066)
Prepaid expenses and deposits 35,397 35,397
Accounts payable and accrued liabilities (809,393) (809,393)
Deferred revenue 1,936,604 1,936,604
862,729 - 862,729
INVESTING ACTIVITIES
Purchase of property and equipment (87,554) 87,564)
Business acquisition net of cash acquired (42,011) (42,011)
Acquisition of intangible assets (83,180) (83180
(212,745) - (212,735
FINANCING ACTIVITIES
Repayment of long-term debt (88,605) (88,605)
Repayment of capital leases (102,062) (102,062)
Repayment of promissory note (1,854,952) (1,882),9
Proceeds from share issuances, less issue costs 1,038,000 1,038,000
(1,007,619) - (1,007,619)
Increase (decrease) in cash (357,635) %357,
Cash - beginning of period 1,037,609 1,037,609
Cash - end of period $ 679,974 $ - $ 679,974
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6.0 BUSINESS RISKS AND UNCERTAINCIES

Risks Associated with Business adgerations

The Company is exposed to a variety of business risome of which are inherent to all commercidkegrrises
and others specific to the software applicatiomgiry. Management endeavors to limit the effe€tssk factors
through it planning and management processes.

Government Regulation and Funding

The Company operates in market sectors influengeddvernment regulations and funding policies. HMS

division sells to large healthcare organizationsciitan result in extended sales cycles and ungtedale timing on
license revenue. The adoption rate of EMR softwiardeavily dependent on the continuation of funding
physicians by provincial governments. Additionalbyovincial regulations can significantly impactesaof software
in each province. The Company ensures that itsyatsdare compliant with government regulations ematinually
monitors changes in provincial regulations.

Software Industry & Competition

There are risks associated with the software imgushe Company faces completion from companigigesimilar
solutions which will impact QHR'’s ability to grownaintain market share and revenue. Competition sy affect
the software functionality that the Company wiledeto develop and selling strategies it needs epadurthermore
the Company cannot be sure it will be able to idigmmerging technology and market trends, enhatscexisting
technologies or develop new technologies in ordegftectively compete in its markets. New compesitmay also
appear as new technologies, products and servieesleveloped. Competition could also affect the Gany’s
pricing strategies and lower revenue and net egsniAdditionally, competition could also affect ti®mpany’s
ability to recruit and retain key staff as wellragin existing customers.

Operating Results

The Company has incurred losses in the past arghuevin part depends on signing new contracts sdméich

are subject to long and complex sales cycles. Fatln continue to close these transactions woule lzamaterial
adverse effect on the Company’s operating perfoomamd results.

Acquisitions

A strategic initiative of the Company is to conénto grow through acquisitions. There is no asuedhat the
Company will find suitable companies to acquirettmat the Company will have the necessary resoucaesake
these acquisitions.

Key Employees

Success of the Company largely depends upon theénoed efforts and performance of its key employard

executive team. Failure to attract and retain kepleyees with the requisite skills could have amease material
impact upon the Company’s operating results arahfiral condition.

Liquidity

The Company’s growth strategy anticipates beinge abl fiancé the Company’s operations and its caoetin

expansion through additional equity investments dalok financing. There is no assurance that thegaomwill be
able to secure such financing in the future.
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7.0 FINANCIAL INSTRUMENTSAND RISK EXPOSURES

The Company’s financial assets include cash ant eggivalents, short term investments, and tradk ather
receivables. The carrying value of the Companiyiaricial assets is considered to be a reasonaptexamation of
fair value due to their immediate or short termumidy, or their ability for liquidation at comparkgamounts.

Credit Risk

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

The Company’s exposure to credit risk is dependgyin the characteristics of each customer. Eadomes
is assessed for credit worthiness, using thirdypamtdit scores and through direct monitoring dafitHinancial
well-being on a continual basis. In some casegraltustomers fail to meet the Company's credithimgss
benchmark, the Company may choose to transactthéticustomer on a prepayment basis.

The Company does not have credit insurance or offmancial instruments to mitigate its credit risls
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 allogvdor
doubtful accounts based on its best estimate ofpatgntially uncollectible accounts. Pursuant teirtmespective
terms, net accounts receivable was aged as fokevegs March 31, 2011, December 31, 2010, and Jatua010:

March 31, 2011 December 31, 20: Jenuary 1, 2010

Current $ 5,657,713 $ 1,913,378 $ 1,030,640
31-60 days 368,227 653,401 486,987
61-90 days 193,979 11,865 239,488
Greater than 90 days 548,627 382,626 521,260
Allowance for doubtful accounts (117,105) (127,073) (71,524)
$ 6,651,441 $ 2,834,197 % 2,206,851
Liquidity risk

Liquidity risk is the risk that the Company will hbe able to meet its financial obligations as tifedlydue. The
Company has in place a planning and budgeting peowgiich helps determine the funds required to renthe
Company has the appropriate liquidity to meet israting and growth objectives.

As at March 31, 2011, the Company had cash of $5129 and accounts receivables of $6,651,441 fota
of $12,243,570 which will cover its short-term fiwdal obligations from its trade and other payabtds
$4,149,712, promissory note of $84,016 and cafgtaes of $843,636, which total $5,077,364. Theidiity and
maturity timing of these assets are adequate foséttlement of the short-term financial obligasion

After 5
Contractual obligatior Lessthan1ye 1to 3 year 4 to 5 year year: Total
Capitallease obligatior $ 39594 $ 44769 % - 8 - $ 843,63t
Promissory note payakle 84,01¢ - - - 84,01¢
Trade and other peyalkles 4,149,722 - - - 4,149,72
Totd $ 4,629,670 $ 447,694 $ - $ - $ 5,077,364
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8.0 RISKSASSOCIATED WITH BUSINESS AND OPERATIONS

The Company’s exposure to business and operat&s mcludes but is not limited to the following:

The Company recognizes the threats posed by theentucredit crisis and global recession, but cannot
guarantee that it will be able to successfully gaté through the current downturn.

The Company cannot be sure it will be able to ifigmtmerging technology and market trends, enhatsce
existing technologies or develop new technologiesrier to effectively compete in its markets

The Company cannot be sure that it will be abledmpete effectively with the current competitorbeT
Company’s markets are intensely competitive. Soamepetitors have technologies and products that lneay
more advantageous and compete directly with thegaom Some of these competitors are large, eshedolis
companies which have significantly greater resaaithan those of the Company.

The Company has limited intellectual property petittn. The Company’s success and ability to compete
are dependent, in part, upon its proprietary teldgyy brand and reputation in the marketplace, and
customer relationships.

If the Company experiences rapid growth and doésnamage it effectively, profitability may be affed.

The Company’s operations may be disrupted by nhtlisasters and extreme weather conditions.
Mergers or other strategic transactions by our aditgys could weaken our competitive position atuee

our revenue.

The Company'’s level of indebtedness and its failereeomply with our indebtedness arrangements may
adversely affect our business and operations. tA8larch 31, 2011 the Company currently holds no
applicable debt requiring a credit facility.

9.0 RISKSASSOCIATED WITH THE VALUE OF SHARES

The current financial market volatility can resinitwide fluctuations in the market price of the Guany's stock.
Despite the previously mentioned profitable resuhe uncertainty and volatility in current finaakimarkets can
result in wide fluctuations in the market price tbe Company’'s stock. The Company’s operating teduhve
varied on a quarterly basis in the past and mastdhte significantly in the future
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