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QHR TECHNOL OGIESINC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS AT MARCH 31, 2013 AND DECEMBER 31, 2012
(UNAUDITED)

Notes March 31,2013 December 31, 2012
ASSETS
Current Assets
Cash $ 1,981,092 $ 1,592,896
Accounts receivable 4 6,993,180 4,175,230
Income tax receivable 96,768 96,818
Inventory 19,378 7,641
Prepaid expenses and deposits 1,016,775 999,459
10,107,193 6,872,044
Property and equipment 6 2,586,841 2,287,179
Deferred income taxes 14 2,830,431 2,948,606
Goodwill 7 5,600,645 5,580,641
Intangible assets 8 15,118,390 15,544,000
$ 36,243,500 $ 33,232,470
LIABILITIES
Current Liabilities
Operating loan 15 $ 875,000 $ 975,000
Accounts payable and accrued liabilities 4,374,230 3,842,809
Promissory notes payable 9 483,495 483,495
Current portion of capital lease obligations 10 529 480,995
Current portion of long-term debt 11 1,057,399 1,837
Current liabilities before deferred revenue 7,380,6 7,054,136
Deferred revenue 6,858,435 4,446,935
14,198,085 11,501,071
Deferred income taxes 14 157,962 211,136
Capital lease obligations 10 590,026 346,554
Long-term debt 11 1,067,027 1,240,886
16,013,100 13,299,647
EQUITY
Share capital 12 19,286,064 19,241,753
Contributed surplus 12 1,972,871 1,902,050
Accumulated other comprehensive income 29,652 33,7
Deficit (1,058,187) (1,207,241)
20,230,400 19,932,823
$ 36,243,500 $ 33,232,470
Commitments 17
Contingencies 20

The accompanying notes are an integral part ottheasolidated financial statements.

On behalf of the Board of Directors,

“Al Hildebrandt”

“Mark Kohler”

Director

Director



QHR TECHNOLOGIESINC.
CONSOLIDATED STATEMENTS OF EARNINGS AND COMPREHEN&E INCOME
FOR THE THREE MONTHS ENDED MARCH 31, 2013 AND 2012

(UNAUDITED)
Three months ended March 31 Notes 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
Earnings before the following items 1,109,906 1,040,444
Stock-based compensation expense 12 85,132 33,265
Amortization of property and equipment 6 180,213 137,433
Amortization of intangible assets 8 562,329 475,193
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 income taxes
Deferred 14 60,027 166,179
60,027 166,179
Net earnings $ 149,054 $ 264,454
Other comprehensiveincome
Exchange differences on translation of operations
in currencies other than Canadian dollars 33,391 -
Total compr ehensive income for the period $ 182,445 $ 264,454
Basic earnings per share 13 $ 0.00 $ 0.01
Diluted earnings per share 13 $ 0.00 $ 0.01
Weighted average number of shares outstanding
Basic 13 47,466,087 42,910,621
Diluted 13 47,721,847 43,364,239

The accompanying notes are an integral part oktbeasolidated financial statements.



QHR TECHNOLOGIESINC.
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE THREE MONTHS ENDED MARCH 31, 2013 AND 2012
(UNAUDITED)

Accumulated other

Contributed comprehensive
Issued Capital Surplus Warrants income Deficit Total Equity
January 1, 2013 $ 19,241,753 $ 1,902,050 - $ (3,739) $ (1,207,241) $ 19,823
Net earnings for the period - - - 149,054 149,054
Other comprehensive income - - - 33,391 33,391
Total 19,241,753 1,902,050 - 29,652 (1,058,187) 179,268
Options exercised 44,311 (14,311) - - 30,000
Stock based compensation - 85,132 - - 85,132
March 31, 2013 $ 19,286,064 $ 1,972,871 $ - $ 29,652 $ (1,058,187) $ 20,280
Accumulated other
Contributed comprehensive
Issued Capital Surplus Warrants income Deficit Total Equity

January 1, 2012 $ 17,760,334 $ 1,029,980 $ 438,300 $

$ (1,642,620) $ 17,585,994
Net earnings for the period - - - 264,454 264,454
Total 17,760,334 1,029,980 438,300 (1,378,166) 17,850,448
Stock based compensation - 33,265 - - 33,265
March 31, 2012 $ 17,760,334 $ 1,063,245 @38,300 $ $ (1,378,166) 1%,883,713

The accompanying notes are an integral part oktbeasolidated financial statements.



QHR TECHNOL OGIESINC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE THREE MONTHS ENDED MARCH 31, 2013 AND 2012
(UNAUDITED)

Three months ended March 31 2013 2012
OPERATING ACTIVITIES
Net earnings $ 149,054 $ 264,454
Items not affecting cash
Foreign exchange gain (31,403) -
Stock-based compensation 85,132 33,265
Amortization of property and equipment 180,213 433,
Amortization of intangible assets 562,329 475,193
Gain on investment - (88,426)
Accretion on long-term debt 11,250 10,000
Deferred taxes 60,027 166,179
Changes in non-cash operating assets and liabilitie
Accounts receivable (2,817,950) (4,483,605)
Inventory (12,737) (48,716)
Prepaid expenses and deposits (17,316) (348,118)
Accounts payable and accrued liabilities 531,421 068,072
Income taxes 50 -
Deferred revenue 2,411,500 3,139,677
1,112,570 323,408
INVESTING ACTIVITIES
Purchase of property and equipment (479,108) (¥43,6
Acquired under capital lease 463,455 24,844
Acquisition of intangible assets (121,198) (272114
(136,851) (390,931)
FINANCING ACTIVITIES
Repayment of operating loan (100,000) -
Repayment of capital leases (151,367) (101,037)
Repayment of long-term debt (399,547) (382,356)
Exercise of options 30,000 -
(620,914) (483,393)
Effect of exchange rate changes 33,391 -
Increase in cash 388,196 (550,916)
Cash - beginning of period 1,592,896 2,043,637
Cash - end of period $ 1,981,092 $ 1,492,721

The accompanying notes are an integral part obtheasolidated financial statements.



QHR TECHNOLOGIESINC.
NOTES TO THE UNAUDITED CONDENSED INTERIM CONSOLIDAD FINANCIAL STATEMENTS
FOR THE MONTHS ENDED MARCH 31, 2013 AND 2012

1. Natureof Business

QHR Technologies Inc. is a public company whoseeshare traded on the TSX Venture Exchange (TSXV:
QHR) incorporated under the laws of British ColumiCanada and its corporate office is Suite 306201
Dickson Avenue, Kelowna, British Columbia, Canadae Company’s principal business consists of the
following:

< electronic medical records applications and hodfinghysicians’ medical offices;

e the development and delivery of human resource gemant, payroll, staff scheduling and financial
software systems for healthcare organizationsaseervices and public safety sectors;

e revenue cycle management software solutions andsdcdion processing services to physicians,
hospitals, health plans, insurance brokers ané g@ternments to exchange information for healém pl
enrolment, eligibility and claims.

2. Basisof Preparation and statement of compliance with IFRS

These condensed interim consolidated financialestants, including comparatives, are expressed in
Canadian dollars and have been prepared in acawdaith International Financial Reporting Standards
(IFRS) as issued by theternational Accounting Standards Boa{lé\SB).

The term “QHR” or the “Company” are used to meanRQHechnologies Inc. and where the context of the
narrative permits, or requires, its subsidiaries.

The condensed interim consolidated financial statgm for the three months ended March 31, 2013,
including comparatives, have been approved andodméd for issue by the board of directors on Méy 1
2013.

3. Significant Accounting Policies

The condensed interim consolidated financial statém have been prepared under the historical cost
convention. The Company’s principal accountinggeb are outlined below:;

a) Basis ofConsdidation

The condensed interim consolidated financial statgs comprise the financial statements of the
Company and its wholly owned Canadian subsidi@R Software Incand itssubsidiaries located in the
United States of America (“US")Chartcare Inc., Softcare Electronic Commerce @).Snc. and i-Plexus
Solutions Incwhich consists of three operating divisions dlefes:

Electronic Medical Records M R”) division,
Enterprise Management Solution&f S”) division, and

Revenue Cycle ManagementRCM") division. The RCM division consists ofoftcare Electronic
Commerce (U.S.A) Inc. and i-Plexus Solutionsdnd the amalgamated entities (as further destblet®ow),
of Open EC Technologies Inc., Softcare EC Solutions BCEC Holdings Ltd. and SCC Holdings Ltd.

Subsidiaries are fully consolidated from the dat@aquisition, being the date on which the Company
obtains control, and continue to be consolidatetil the date that such control ceases. The findncia
statements of the subsidiaries are prepared fosdhee reporting period as the parent company, using
consistent accounting policies. All significant amtompany balances and transactions have been
eliminated.



QHR TECHNOLOGIESINC.
NOTES TO THE UNAUDITED CONDENSED INTERIM CONSOLIDAD FINANCIAL STATEMENTS
FOR THE MONTHS ENDED MARCH 31, 2013 AND 2012

b)

<)

d)

BusinesCombinationsand Goodwiill

Business combinations that occurred prior to JgnliaP010 were not accounted for in accordance with
IFRS 3, Business Combinationand IAS 27,Consolidated and Separate Financial Statements
accordance with the IFRS Ejrst-time Adoption ofinternational Financial Reporting Standards.

Business combinations are accounted for using twuisition method. The cost of the business
combination is measured as the aggregate of thsidemation transferred, measured at the acquisition
date at fair value. For each business combinati@acquirer measures the non-controlling inteirest
the acquiree either at fair value or at the appabpishare of the acquirer’s identifiable net assEhe
acquiree’s identifiable assets, liabilities and towgent liabilities that meet the conditions for
recognition under IFRS Business Combinatiorere recognized at their fair values at the actjorsi
date. Acquisition costs incurred are expensed énpieriod in which they are incurred except for sost
related to shares issued in conjunction with th&rmss combination.

Goodwill is initially measured at the excess of faé value of consideration transferred and amount
of non-controlling interest in the acquiree andwsiion date fair value of existing equity intetres

in the acquiree over the acquisition fair valuettwd net identifiable assets acquired and liabditie
assumed. If this amount is lower than the fair gatid the net assets of the subsidiary acquired, the
difference is recognized immediately in the Cordatied Statement of Earnings and Comprehensive
Income.

After initial recognition, goodwill is measuredaist less any accumulated impairment losses.
SignificantManagement Judgement

The following are significant management judgemeintapplying the accounting policies of the
Company that have the most significant effect artogmition and measurement of assets, liabilities,
income and expenses:

Capitalization of internally developed software

Distinguishing the research and development phages new customized software project and
determining whether the recognition requirementstifi@ capitalization of development costs are met
requires judgement. After capitalization, managenmannitors whether the recognition requirements
continue to be met and whether there are any itatieshat capitalized costs may be impaired.

Recognition of deferred tax assets

The extent to which deferred tax assets can begréped is based on an assessment of the probadiility
the Company’s future taxable income against whighdeferred tax assets can be utilized. In addition
significant judgement is required in assessingiiygact of any legal or economic limits or uncertigis

in various tax jurisdictions.

Recognition of Government contributions

The Company recognizes Government contributionsligfble expenditures when there is reasonable
assurance that the Company will comply with theditions attached to the grant and the grant will be
received. The company estimates Government cotisitgibased on labour costs and expenses incurred
and its belief of what will ultimately be approvemt payment by Government agencies.

Estimation Uncertainty
Information about estimates and assumptions thag Hiee most significant effect on the recognitiowl a

measurement of assets, liabilities, income and resgwe is provided below. Actual results may be
substantially different.



QHR TECHNOLOGIESINC.
NOTES TO THE UNAUDITED CONDENSED INTERIM CONSOLIDAD FINANCIAL STATEMENTS
FOR THE MONTHS ENDED MARCH 31, 2013 AND 2012

e)

Impairment of long-lived assets

In assessing impairment, management estimategtozerable amount of each asset or cash generating
unit (“CGU") based on expected future cash flowd ases an interest rate to discount them. Estimatio
uncertainty relates to assumptions about futureratipgy results and the determination of a suitable
discount rate.

Useful lives of depreciable assets

The Company reviews its estimate of the usefulslieedepreciable assets at each reporting datedbas
on the expected utilization of the assets. Unaatits in these estimates relate to technical obselee
that may change the utilization of certain softwane equipment.

Inventories

The Company estimates the net realizable valuaeveitories, taking into account the most reliable
evidence available at each report date. The futeiadization of these inventories may be affected by
future technology or other market-driven changes thay reduce future selling prices.

Business combinations

The Company uses valuation techniques in deteriifsiim values of the various elements of a business
combination based on future expected cash flowsaadscount rate. Estimation uncertainty relates to
assumptions about future operating results andébtermination of a suitable discount rate.

Share-based payment

The Company measures the cost of equity settledadions by reference to the fair value of thetgqu
instruments at the date at which they are granksdimating fair value for share-based payment
transactions requires determining the most appatgrialuation model, which is dependent on the g¢erm
and conditions of the grant. This estimate alsaireg determining the most appropriate inputs ® th
valuation model including the expected life of #iere option, volatility and making assumptionsuabo
them.

Allowance for doubtful accounts

The Company provides for bad debts by reviewingdicific customer accounts and trends and sets asi
a specific amount towards the allowance accoun¢dam this analysis. Uncertainty relates to the
actual collectability of customer balances that eary from the Company’s estimation.

Share-based Payments

The Company grants stock options to buy commoneshaf the Company to directors, senior officers,
employees and service providers pursuant to amiiveeshare option plan described in note 12. The
Board of Directors grants such options for periofisp to 5 years, with vesting periods determiniitsa
sole discretion and at prices equal to the closiagket price on the day the options were granted.

Under this method, the Company recognizes compiensakpense for stock options awarded based on
the fair value of the options at the grant dategighe Black-Scholes option pricing model. The fair
value of the options is amortized over the vestpggiod and is included in selling, general and
administrative expense with a corresponding in@eéasquity. The amount recognized as an expense is
adjusted to reflect the number of share optiongetqul to eventually vest.

Cash and Cash Equivalents

Cash and cash equivalents consist of highly liguigrest bearing term deposits that are readily
convertible to known amounts of cash with termsntaturity of up to 3 months at the date of
purchase. The cash and cash equivalents act aSdimpany’s primary source of cash and fluctuate
directly as a result of its cash flows from opergtinvesting and financing activities.



QHR TECHNOLOGIESINC.
NOTES TO THE UNAUDITED CONDENSED INTERIM CONSOLIDAD FINANCIAL STATEMENTS
FOR THE MONTHS ENDED MARCH 31, 2013 AND 2012

)

h)

)

Allowancefor Doubtful Accounts

The Company maintains an allowance for doubtfubaaots for estimated losses that may arise if any of
its customers are unable to make required paymiglaisagement provides for bad debts by reviewing all
specific customer accounts and trends and sets asgpecific amount towards the allowance account
based on this analysis. The amount reserved igdbase¢he Company'’s historical default experience,

direct knowledge of customer credit worthiness, gayment trends. Customer aging is reviewed
monthly by management to ensure consistency wilt peactices. At any time throughout the year, if

the Company determines that the financial conditibany of its customers has deteriorated; increase
in the allowance may be made.

Inventories

Computer hardware and supplies inventory is statethe lower of cost, determined on a first in —
first out basis, and net realizable value.

PrepaidExpenses andeposits

Included in short-term prepaid expenses and depas# prepayments related to materials, insurance
premiums and other deposits required in the nocmaise of business which are less than one year.

Property and Equipment
Property and equipment is stated at cost less adeted depreciation and impairment losses.

Amortization of property and equipment is recordeda straight-line basis at the following annuéésa
which approximate the useful lives of the assets:

Asset: Period
Furniture and fixture 10 year
Office equipmer 5 year:
Computer hardwa 3-4 year
Leasehold improvements Lesser of 5 — 10 years or lease term

When significant parts of property and equipmeetraquired to be replaced in intervals, the Company
recognizes such parts as individual assets withispeseful lives and depreciation, respectivéihen

a major inspection is performed, its cost is recogph in the carrying amount of the property and

equipment as a replacement if the recognition rigitare satisfied. All other repair and maintenance
costs are recognized in the Consolidated Stateafdrarnings and Comprehensive Income as incurred.

The assets’ residual values, useful lives and nakstlod depreciation are reviewed at each finana@aky
end, and adjusted prospectively, if applicable. Twenpany has elected to choose the cost method of
accounting for each class of property and equipnasnoutlined under IAS 1@&roperty, Plant and
Equipment

Leases are classified as either capital or opgrd¢iases. A lease that transfers substantiallyetiize
benefits and risks incidental to the ownership raiperty to the Company is classified as a capétasé.

All other leases are accounted for as operatingeleavherein rental payments are expensed as idcurre
At the inception of a capital lease, an asset anoldigation are recorded at an amount equal to the
lesser of the present value of the future minimeasé payments and the property’s fair value at the
beginning of such lease. Amortization of the equeptmunder capital lease is on the same basis as
similar property and equipment.

1C



QHR TECHNOLOGIESINC.
NOTES TO THE UNAUDITED CONDENSED INTERIM CONSOLIDAD FINANCIAL STATEMENTS
FOR THE MONTHS ENDED MARCH 31, 2013 AND 2012

k)

Intangible Assets

Intangible assets acquired separately are measuréuitial recognition at cost. The cost of intanigi
assets acquired in a business combination is itvddue as at the date of acquisition. Followingial
recognition, intangible assets are carried at ls®st any accumulated amortization and any accuguilat
impairment losses.

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

Intangible assets with finite lives are amortizederothe useful economic life and assessed for
impairment whenever there is an indication thatititangible asset may be impaired. The amortization
period and the amortization method for an intaregddset with a finite useful life are reviewedestst

at each financial year end. Changes in the exgacteful life or the expected pattern of consummptio
of future economic benefits embodied in the assetccounted for by changing the amortization period
or method, as appropriate, and are treated as ekangccounting estimates. The amortization expens
on intangible assets with finite lives is recoguize the Consolidated Statement of Earnings and
Comprehensive Income.

The assets with indefinite useful lives are not gimed, but are tested for impairment annuallyhe t
CGU level. The assessment of indefinite life isieexed annually to determine whether the indefinite
life continues to be supportable. If not, the chenyuseful life from indefinite to finite is madm a
prospective basis. Gains or losses arising frorpadial of an intangible asset are measured as the
difference between the net disposal proceeds andatrying amount of the asset and are recognized i
the Consolidated Statement of Earnings and CompsaleIncome when the asset is derecognized.

The Company records amortization of intangible &sggth finite lives on a straight-line basis aeth
following annual rates, which approximate the uklkdfes of the assets:

Asset: Period
Developed technolog 3-5year
Contract developme 3 year
Customer relationshi 1-10 year
Acquired technolog 3-7 year
Software 3 year:

Impairmentof Non-Financial Assets

The Company assesses at each reporting date whbttrer is an indication that an asset may be
impaired. If any indication exists, or when annimpairment testing for an asset is required, the
Company estimates the asset’s recoverable amount.

The recoverable amount is the higher of an assetGGU’s fair value less costs to sell and value in
use. In assessing value in use, the estimatedefoash flows are discounted to their present vatieg

a pre-tax discount rate that reflects current ntaaksessments of the time value of money and $ks ri
specific to the asset. For an asset that does apergte largely independent cash inflows, the
recoverable amount is determined for the CGU's liictvthe asset belongs.

An impairment loss is recognized when the carryamgount of an asset, or its CGU, exceeds its
recoverable amount. A CGU is the smallest idertiéagroup of assets that generates cash inflowts tha
are largely independent of the cash inflows frohleotassets or groups of assets. Impairment logses a
recognized in the Consolidated Statement of Easnamgl Comprehensive Income.

11



QHR TECHNOLOGIESINC.
NOTES TO THE UNAUDITED CONDENSED INTERIM CONSOLIDAD FINANCIAL STATEMENTS
FOR THE MONTHS ENDED MARCH 31, 2013 AND 2012

m)

n)

An impairment loss is reversed if there is an iatlan that an impairment loss recognized in prior
periods may no longer exist. An impairment losseigersed only to the extent that the asset’s aagryi
amount does not exceed the carrying amount thatdmoave been determined, net of depreciation or
amortization, if no impairment loss had been redmaph previously. Such reversal is recognized in the
Consolidated Statement of Earnings and Comprehemsaome. An impairment loss with respect to
goodwill is never reversed.

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

Gooduwill is tested for impairment annually and whntumstances indicate that the carrying value may
be impaired.

Impairment is determined for goodwill by assesdimg recoverable amount of each CGU or group of
CGU'’s to which the goodwill relates. Where the nemrable amount of the CGU is less than its carrying
amount an impairment loss is recognized to thengxiiee carrying amount exceeds the recoverable
amount. Impairment losses relating to goodwill eoereversed in future periods.

Intangible assets with indefinite lives are tefdmpairment annually either individually or &et CGU
level, as appropriate, and when circumstances atglithat the carrying value may be impaired.

DeferredRevenue

Billings that have been paid for by customers bilit qualify for recognition within the next year dar
the Company’s policies is reflected as deferrecemere. Amounts billed in advance of providing the
related service, where the Company has the congiadgght to bill for and collect these amounts also
reflected as deferred revenue. Included in deferredenue are amounts related to installation,
training, extended warranty, and post contract sdppssociated with the sale of the Company’'s
products.

Financial | nstruments
Financial assets

Financial assets are classified into one of fotegaries:

« financial assets at fair value through profit ®d¢“FVTPL"),
e held-to-maturity investments,

« loans and receivables, and

« available for sale financial assets.

The Company determines the classification of iairicial assets at initial recognition, dependingten
nature and purpose of the financial asset.

All financial assets are recognized initially air faalue plus directly attributable transactiontsosxcept
for those carried at fair value through profit @s$ which are measured initially at fair value.

The Company’s financial assets include cash argivables.

12



QHR TECHNOLOGIESINC.
NOTES TO THE UNAUDITED CONDENSED INTERIM CONSOLIDAD FINANCIAL STATEMENTS
FOR THE MONTHS ENDED MARCH 31, 2013 AND 2012

The subsequent measurement of financial assetadepe their classification as follows:

Financial assets at FVTPL

Financial assets are classified as FVTPL whenitten€ial asset is held for trading or is designated
upon initial recognition as FVTPL. Financial assate classified as held for trading if they are
acquired for the purpose of selling or repurchadimghe near term, it is part of an identified

portfolio of financial instruments that are manadedether and for which there is evidence of a
recent actual pattern of short-term profit takingitois a derivative that is not designated as an
effective hedging instrument.

Financial assets classified as FVTPL are carriethénstatement of financial position at fair value
with changes in fair value recognized in the Coigstéd Statement of Earnings and Comprehensive
Income.

The Company has not designated any financial aaset&/TPL.
Held-to-maturity investments

Non-derivative financial assets with fixed or deterable payments and fixed maturities are
classified as held-to-maturity when the Companythaspositive intention and ability to hold it to
maturity. After initial measurement held-to-matyrinvestments are measured at amortized cost
using the effective interest method. The lossesirayi from impairment are recognized in the
Consolidated Statement of Earnings and Comprehehstome.

The Company has not designated any financial aasdisld-to-maturity investments.
Loans and receivables

Loans and receivables are non-derivative finarasakets with fixed or determinable payments that
are not quoted in an active market. After initizdasurement, such financial assets are subsequently
measured at amortized costs using the effectiverast rate method. The impairment loss of
receivables is based on a review of all outstandimgunts at year end. Bad debts are written off
during the period in which they are identified. Tlheses arising from impairment are recognized in
the Consolidated Statement of Earnings and CompséreIncome. Interest income is recognized
by applying the effective interest rate method.

The effective interest rate method calculates tmertized cost of a financial asset and allocates
interest income over the corresponding period. &ffiective interest rate is the rate that discounts
estimated future cash receipts over the expecfedtithe financial asset, or, where appropriate, a
shorter period.

The Company has classified cash and receivabliesas and receivables.
Available-for-sale financial assets

Non-derivative financial assets are designatedvasadle for sale or are not classified as (a) $oan
and receivables, (b) held-to-maturity investmemt¢cd financial assets at fair value through profit
or loss. After initial measurement, available-fafesfinancial assets are subsequently measured at
fair value with unrealized gains or losses recoghias other comprehensive income in the available
for sale reserve until the investment is derecaghiat which time the cumulative gain or loss is
recognized in the Consolidated Statement of Eamingd Comprehensive Income and removed
from the available-for-sale reserve.

The Company has not designated any financial aasetsailable-for-sale assets.

13



QHR TECHNOLOGIESINC.
NOTES TO THE UNAUDITED CONDENSED INTERIM CONSOLIDAD FINANCIAL STATEMENTS
FOR THE MONTHS ENDED MARCH 31, 2013 AND 2012

Impairment of financial assets

Financial assets, other than those at FVTPL, asesasd for indicators of impairment at each
reporting date. Financial assets are impaired where is objective evidence that, as a result ef on
or more events that occurred after the initial gggtion of the financial asset, the estimated faitur

cash flows of the investment have been impacted.

Objective evidence of impairment could include filéowing:

< significant financial difficulty of the issuer ooanterparty;

e default or delinquency in interest or principal pegnts; or

e it has become probable that the borrower will ehtarkruptcy or financial reorganization.

For financial assets carried at amortized cost, gh®unt of the impairment is the difference
between the asset’s carrying amount and the presdoe of the estimated future cash flows,
discounted at the financial asset’s original effecinterest rate.

The carrying amount of all financial assets, extigdreceivables, is directly reduced by the
impairment loss. The carrying amount of receivalideseduced through the use of an allowance
account. When a receivable is considered uncdilegtit is written off against the allowance

account. Subsequent recoveries of amounts preyiougtten off are credited against the allowance
account. Changes in the carrying amount of thewaliwe account are recognized in the
Consolidated Statement of Earnings and Comprehehstome.

Financial liabilities

Financial liabilities are classified as either ficéal liabilities at fair value through profit oods or other
financial liabilities. The Company determines thiassification of its financial liabilities at indl
recognition. All financial liabilities are recogrid initially at fair value, net of transaction costxcept
for those carried at fair value through profit 083 which are measured initially at fair value.

The financial liabilities include accounts payablex accrued liabilities, promissory notes payable,
capital lease obligations and long-term debt.

Subsequent measurement of financial liabilitiessthels on their classification as follows:

Financial liabilities at fair value through profit loss

Financial liabilities at fair value through proét loss includes financial liabilities held for diag
and financial liabilities designated upon initiatpgnition as at fair value through profit or loss.

Financial liabilities are classified as held faading if they are acquired for the purpose of sglin

the near term. This category includes derivativd@rioments that are not designated as hedging
instruments in hedge relationships. Changes invaine on liabilities classified as FVTPL are
recognized in the Consolidated Statement of Easamgl Comprehensive Income.

The Company has not designated any financial itasl upon initial recognition as at fair value
through profit or loss.

Other financial liabilities

After initial recognition at fair value less tramsan costs, other financial liabilities are
subsequently measured at amortized costs usirgffintive interest rate method.

The effective interest method is a method of calitng the amortized cost of a financial liability
and of allocating interest expenses over the cpomding period. The effective interest rate is the
rate that discounts estimated future cash paynoeetsthe expected life of the financial liability.
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p)

a)

Gains and losses are recognized in the Consolidatattment of Earnings and Comprehensive
Income.

The Company has classified accounts payables amdextliabilities, promissory notes payable and
long-term debt as other financial liabilities.

iii. Derecognition

A financial liability is derecognized when the aation under the liability is discharged, cancelled
or expired.

Private placements Equity Valuation

Shares and warrants issued as private placemetst amd measured using the residual value method
whereby value is first allocated to the warrant ponent based on its fair value with the residudliera
being attributed to the equity units. The fair abf the warrant is determined using the Black-&ho
Option Pricing Model.

All warrants are exercisable only in the Comparfyisctional currency. Upon exercise of the warrant,
the fair value of the warrant at the date of exsris transferred to share capital.

Provisions

Provisions are recognized when the Company hassept legal or constructive obligation as a result

a past event, it is probable that an outflow obueses embodying economic benefits will be requiced
settle the obligation, and a reliable estimate lmarmade of the amount of the obligation. The expens
relating to any provision is presented in the Cddated Statement of Earnings and Comprehensive
Income, net of any reimbursement.

RevenueRecogition
EMR division

EMR systems are sold based on monthly and anniiception agreements with recurring revenues
dependant on the number of physicians and othdthhe@fessionals using the software at the custome
site. The monthly fee is a blended payment for ube of the software, on-going enhancements and
technical support and is recognized as the seisidelivered on a monthly basis. There are upffees

to cover the cost of training and implementation d&nis revenue is recognized when the amount of
revenue and expense and when the stage of comptettbe service can be measured reliably.

The EMR division provides hosting services to costos, including application hosting, technical
support, off-site data storage and business catimu services. Customers are charged an indg&fdr
implementation and set-up followed by a monthlyureing subscription fee for ongoing use of the
hosting solution. In addition, the division may elshardware in conjunction with the software
implementation to facilitate optimal system perfarme. Revenue from these services and the assbciate
hardware sales is recognized as they are delivered.

The EMR division sales and marketing efforts amuf®d on selling Accuro® (the Company’s flagship

EMR product) to new and acquired customers. Exdstustomers of its other acquired EMR and patient
management systems are charged recurring monthlgnoval fees for software maintenance and
support. From time to time annual maintenance ampat payments are paid in advance and are
recorded as deferred revenue on the balance shilehay are recognized as revenue.
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EMS division

Software license revenues are recognized aftevatgliand acceptance by clients in accordance Wwih t
terms of each contract. For multiple element areaments, the contract value is allocated and rezedni
separately for each element. Professional feasjiteiment the software are recognized when the amoun
of revenue, cost and the stage for completion nfiges can be measured reliably. Annual maintenance
and support revenue is paid in advance and recedma a straight-line basis throughout the yedhias
approximates the rate at which the service is dedid. Annual maintenance and support payments
received in advance are recorded as deferred revamthe balance sheet, until earned.

RCM division

This division’s revenues in Canada are derived fsmfiware sales and licenses and other supporting
fees, such as consulting, training and installatidre RCM division also provides maintenance ameot
recurring services, including customer support softivare updates which are renewable at the opfion
the customer.

The Company’s US RCM revenues are derived from deiscted for processing medical billing claims,
determining eligibility, setting up records, andgucing patient statements. The Company recognizes
revenues when the services are provided as lory @mtract or similar arrangement is in place, the
amounts are readily determinable, and collectiarasonably assured.

The Company recognizes RCM revenues from the dpueat and sale of its software and licenses as
work related to the development is completed or whemal title transfers if development work is
insignificant, which is generally when the prodigcshipped or, in the case of certain agreemeritenw
the products are delivered to certain customerg Tbmpany sells some of its RCM products on
consignment to resellers and recognizes revenuthése consignment transactions only when the end-
user sale has occurred.

The RCM division sells license and maintenancereoid that include the right to customer suppodt an
unspecified updates of software licenses on a vemehif-available basis. Sales of updates and
maintenance contracts are considered post-corsuggtort, and the fees are deferred and recognized a
revenue prorated over the term of the maintenan@ngement, which is generally 12 months. The
recognition of any deferred revenue is not contimggon any specific delivery of product since upda
are only provided when-and-if-available.

For software arrangements where the RCM divisiarbigyated to perform professional services, sich a
installation, training and consulting, the Compacgnsiders delivery to have occurred when no
significant obligations remain. Generally, this weboccur when substantially all service work hasrbe
completed in accordance with the terms and comditaf the agreement with the customer.

Researcland DevelopmenCosts

The Company incurs costs to research and devedqmaprietary software products to be sold, licdnse
or otherwise marketed. Research costs are expasséucurred. Development costs are expensed as
incurred unless a project meets certain criteria dapitalization and amortization. In this case the
development costs are capitalized and amortized tneestimated useful life of the software product
developed. Amortization of capitalized developmemtsts commences when development of the
software is complete and the product is availabteséle to customers.

Investment Tax Credits
The benefits of investment tax credits (“ITC”) fecientific research and experimental development
expenditures (“SRED”) are recognized in the petiwal qualifying expenditure is made providing there

is reasonable assurance of recoverability. ThédT€corded are based on management’s estimates of
the amount expected to be recovered and are subjaatit by taxation authorities.
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B

u)

Income Taxes

Income tax expense consists of current and defeae@xpense. Income tax expense is recognized in
the Consolidated Statement of Earnings and Compsalelncome.

Current tax expense is the expected tax payabldh@naxable income for the period, using tax rates
enacted or substantively enacted at period endsest] for amendments to tax payable with regards to
previous periods.

Deferred taxes are recorded using the liabilityhmodt Under the liability method, deferred tax asset
and liabilities are recognized for future tax cansences attributable to differences between the
financial statement carrying amounts of existinge#s and liabilities and their respective tax bases
Future tax assets and liabilities are measuredgugie enacted or substantively enacted tax rates
expected to apply when the asset is realized oligh#ity is settled.

The effect on deferred tax assets and liabilitiea ohange in tax rates is recognized in earningbe
period that substantive enactment occurs.

A deferred tax asset is recognized to the extedt ithis probable that future taxable profits wik
available against which the asset can be utilized.

Deferred tax assets and liabilities are offset wifieme is a legally enforceable right to set offrent tax
assets against current tax liabilities, when thelate to income taxes levied by the same taxation
authority, and when the Company intends to sdtlelrrent tax assets and liabilities on a netshasi

The Company accounts for income tax credits in a@nace with 1AS 12|ncome Taxesvhere credits
are recorded as a credit to income tax expenskeostatement of earnings and comprehensive income.

Earningsper Share

Basic earnings per share are computed by dividietgearnings by the weighted average number of
common shares outstanding during the period.

Diluted earnings per share is computed similarlp&sic earnings per shares, except that the weighte
average shares outstanding are increased to ineldditional shares for the assumed exercise okstoc
options and warrants at the beginning of the répgrperiod, if dilutive. The number of additional
shares is calculated assuming that outstandindk stptions and warrants were exercised and the
proceeds from such exercises were used to repwat@m®mon shares at the average market price
during the reporting period. Stock options and wamats are dilutive when the market price of the
common shares at the end of the period exceedsxdreise price of the options and warrants and when
the Company generates income from operations.

Foreign Currency Translation

Functional and presentation currency
The Company’s condensed interim consolidated firsrstatements are presented in Canadian dollars,
which is also the Company’s functional currency.

Foreign currency transactions and balances

Foreign currency transactions are translated inéoftinctional currency of the respective currenty o
the entity or division, using the exchange ratevailing at the dates of the transactions (spohamge
rate). Foreign exchange gains and losses restiting the settlement of such transactions and frioen t
re-measurement of monetary items denominated iigorcurrency at period-end exchange rates are
recognized in the Consolidated Statements of Egsnémd Comprehensive Income.
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X)

Non-monetary items that are not re-translated atogeend and are measured at historical cost
(translated using the exchange rates at the trionatate), except for non-monetary items measated
fair value which are translated using the exchaatgs as at the date when fair value was determined

i-Plexus Solutions Inc.
In the Company’s financial statements, all asd&tbijlities and transactions of i-Plexus Solutidns.
(“i-Plexus”) are translated into Canadian dollapen consolidation.

i-Plexus is considered a self-sustaining operatarit is financially and operationally independehthe
parent. Accordingly, these operations are trandl&m US dollars (“USD”) into the Canadian dollars
(“CAD”) directly using the current rate method. UWmahis method, assets and liabilities are traedlat
period-end exchange rat&oodwill and intangible assets arising from acdigisi of i-Plexus have been
treated as assets and liabilities of the foreigerajon and translated into Canadian dollars apted

end exchange rates. Items included in the statentdriaperation and retained earnings and cash flows
are translated at the average rate over the reggogriod. Exchange differences are charged/cidite
the other comprehensive income and recognizeckictirency translation reserve in equity. On diapos
of a foreign operation, the related cumulative $tation differences recognized in equity are resifieesl

to profit or loss and are recognized as part ofgtie or loss on disposal.

Segmented Reporting

The Company has three operating segments thabarpanents of the Company that engage in business
activities from which it may earn revenues and inexpenses. These operating segments are monitored
by the Company’s chief operating decision makes strategic decisions are made on the basis of the
segment’s operating results. The EMR division piesi Electronic Medical Records applications, ASP
hosting and data backup services and other techpglooducts and services for use in physicians’
medical offices. The EMS division specializes in Mforce Management Software and Financial
Management Software targeted at medium to largdthuaae, public safety and social services
organizations. The RCM division operates predontigan the United States of America and focuses
on software solutions and transaction processingc®s to physicians, hospitals, health plans,rizsce
brokers and state governments to exchange infaomdtr health plan enrolment, health insurance
eligibility and health insurance claims and paymseithe Company allocates corporate costs based on
the staff count in each division.

Statement of Compliance

In 2012, the Company early adopted the Annual Iwmpneents to IFRSs 2009-2011 Cycle of IAS 1
Presentation of Financial Statements. The amendm&mtIAS 1 clarifies the requirements for
comparative information when entities apply accounpolicies retrospectively, makes a retrospective
restatement of items in the financial statementsylen items are reclassified in its financial sta¢nts.
The financial statements have been prepared ublgdme accounting policies and methods as were
used for the Company’s audited consolidated fir@nsiatements and the notes thereto for the years
ended December 31, 2012 and 2011, except for flmvfag new accounting pronouncements which
have been adopted on January 1, 2013. These cattienarim consolidated financial statements should
be read in conjunction with the December 31, 2Qiditad consolidated financial statements.

IFRS 10 Consolidated Financial Statements buildexisting principles by identifying the concept of
control as the determining factor in whether anitgrdhould be included within the consolidated
financial statements of the parent company. Thedstal provides additional guidance to assist in the
determination of control where this is difficult assess. IFRS 10 Consolidated Financial Statements
replaces SIC-12 Consolidation-Special Purpose iesténd parts of IAS 27 Consolidated and Separate
Financial Statements. Based on current facts amdirostances, the Company does not expect to be
materially affected by the application of this stard. There was no impact to the Financial Statésnen
as a result of adopting this standard.
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y)

4,

IFRS 11 Joint Arrangements provides for a moreisgalreflection of joint arrangements by focusing
on the rights and obligations of the arrangemeathar than its legal form (as is currently the dge
standard addresses inconsistencies in the repatifoint arrangements by requiring a single metted
account for interests in jointly controlled enti#tidFRS 11 supersedes IAS 31 Interests in Jointi/es
and SIC-13 Jointly Controlled Entities-Non-monet&gntributions by Venturers. There was no impact
to the Financial Statements as a result of adopiiisgstandard.

IFRS 12 Disclosure of Interests in Other Entitissainew and comprehensive standard on disclosure
requirements for all forms of interests in othetit@s, including subsidiaries, joint arrangements,
associates, special purpose vehicles and othdraddface sheet vehicles. The effective date is dnnua
periods beginning on or after January 1, 2013. &heais no impact to the Financial Statements as a
result of adopting this standard.

IFRS 13 Fair Value Measurements explains how tosmeafair value by providing a clear definition
and introducing a single set of guidance for (aliha#l fair value measurements. It clarifies how to
measure fair value when a market becomes lesseaatid improves transparency through additional
disclosures. The effective date is annual pericelsiiming on or after January 1, 2013. There was no
impact to the Financial Statements as a resultlopting this standard.

Future Accounting Pronouncements

In 2012, the Company has early adopted the Anmaptdvements to IFRSs 2009-2011 Cycle of IAS 1
Presentation of Financial Statements. The amendm&mtIAS 1 clarifies the requirements for
comparative information when entities apply accounpolicies retrospectively, makes a retrospective
restatement of items in the financial statementsylen items are reclassified in its financial sta¢nts.

By early adopting the standard, the Company haeyehiied that they are not required to presentrd thi
statement of financial position for items that h&deen reclassified retrospectively. The amendmengts
effective for annual periods beginning on or aft@nuary 1, 2015 but can be applied earlier.

The following new accounting pronouncements hawenligsued but are not effective and may have an
impact on the Company:

IFRS 9 Financial Instruments will replace IAS 39ndiicial Instruments: Recognition and
Measurement, and is currently being developeddges by the IASB. The IASB has decided to delay
implementation until periods beginning on or affanuary 1, 2015, with early application permitted.
The new standard replaces the current multiplesiflaation and measurement models for financial
assets and liabilities with a single model that daly two classification categories: amortized carsd

fair value. IFRS 9 has also been amended not tainethe restatement of comparative period findncia
statements for the initial application of the cléisation and measuring requirements of IFRS9, but
instead requires modified disclosures on transitoi-RS 9. The Company has not early adopted this
standard and is currently assessing the impacthimstandard will have on the consolidated finainc
statements.

Financial Instrumentsand Risk Exposures

Fair Value Measurement

The Company'’s current financial assets include @aghaccounts receivables. The Company’s financial
liabilities include operating loan, accounts pagabhd accrued liabilities, promissory notes payatapital
lease obligations and long- term debt.

The carrying value of the Company’s financial assabd liabilities is considered to be a reasonable
approximation of fair value due to their immediateshort term maturity, or their ability for liquation at
comparable amounts.

The fair value of long-term debt bearing interdst aariable rate approximates its carrying value.
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March 31, 2013

Carrying amount

Fair Market Value

Cash and receivables
Operating loan

Accounts payable and accrued liabilities

Promissory note
Capital lease obligation
Long-term debt

$ 8,974,272 $ 8,974,272
875,000 875,000
4,374,230 4,374,230
483,495 483,495
1,139,552 1,139,552
2,124,426 2,124,426

December 31, 2012

Carrying amount

Fair Market Value

Cash and receivables
Operating loan

Accounts payable and accrued liabilities

Promissory note
Capital lease obligation
Long-term debt

$ 5,768,126 $ 5,768,126
975,000 975,000
3,842,809 3,842,809
483,495 483,495
827,549 827,549
2,512,723 2,512,723

Credit Risk

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

The Company’s exposure to credit risk is dependgmbn the characteristics of each customer. Each

customer is assessed for credit worthiness thradigdct monitoring of their financial well-being oa

continual basis. In some cases, where customdrtofaneet the Company's credit worthiness benchmark

the Company may choose to transact with the customa prepayment basis.

The Company does not have credit insurance or dthancial instruments to mitigate its credit riak
management has determined that the exposure isnalidue to the composition of its customer base.

The Company regularly reviews the collectabilityitsfaccounts receivable and establishes an allosvéor
doubtful accounts based on its best estimate of potgntially uncollectable accounts. Pursuant teirth

respective terms, net accounts receivable was agefbllows as at March 31, 2013 and December 31,

2012:

Accounts Receivable

March 31, 2013

December 31, 2012

Current $ 4,854,750 $ 1,937,604
31-60 days 656,051 941,415
61-90 days 409,933 419,414
Greater than 90 days 1,243,140 1,047,589
Allowance for doubtful accounts (170,694) (170,792)
Total $ 6,993,180 $ 4,175,230

Allowance for doubtful accounts

March 31, 2013

December 31, 2012

Opening $ (170,792) $ (101,639)
Allowance (3,029) (118,894)
Recovery 3,127 49,741
Total $ (170,694) $ (170,792)
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The Company may also have credit risk relatingash¢ which it manages by dealing with large chader
banks in Canada and the United States investirgginly liquid investments. The Company’s objectise

to minimize its exposure to credit risk in order poevent losses on financial assets by placing its
investments in highly liquid investments such aargateed investment funds. The Company’s cash ingrry
value as at March 31, 2013 totaled $1,981,092 (béee 31, 2012 - $1,592,896) and accounts receivable
of $6,993,180 (December 31, 2012 - $4,175,230)esgmting the maximum exposure to credit risk of
these financial assets.

Liguidity Risk

Liquidity risk is the risk that the Company will hbe able to meet its financial obligations as tfalydue.
The Company has in place a planning and budgetiagegs which helps determine the funds required to
ensure the Company has the appropriate liquiditpéet its operating and growth objectives.

As at March 31, 2013, the Company had cash of 410892, accounts receivable of $6,993,180 and
income tax receivable of $96,768 for a total of 0%4,040. The Company had short-term financial
obligations from its operating loan of $875,000c@uents payable and accrued liabilities of $4,37@,23
promissory note of $483,495, current capital lealskgations of $549,526 and current long-term debt
$1,057,399 which total $7,339,650. The liquiditydamaturity timing of these assets are adequatéhior
settlement of the Company’s short-term (less thanyear) financial obligations.

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) 49 733,579 1,223,727
Current and long-term debt (including interest) 10,269 1,120,378 2,230,647
Tota $ 7,333,142 $ 1,853,957 $ 9,187,099
December 31, 2012 Lessthan 1 year 1to 3 years Total

Operating loan $ 975,000 $ - $ 975,000
Accounts payable and accrued liabilities 3,842,809 - 3,842,809
Promissory note 483,495 - 483,495
Capital lease obligations (including interest) 282, 361,830 878,062
Current and long-term debt (including interest) 1,335,429 1,302,930 2,638,359
Tota $ 7,152,965 $ 1,664,760 $ 8,817,725

Foreign currency risk

Foreign currency risk is the risk that the futurastt flows or fair value of the Company’s financial
instruments will fluctuate due to changes in foneéxchange rates. As at March 31, 2013, approxiynaté
(March 31, 2012 - 1%) of revenue is transacted # dbllars and the Company is exposed to foreign
exchange risk thereon. The impact of future ratetflations cannot be predicted with certainty; heevethe
Company’s exposure to fluctuations in the Unitedt&t dollar is small since the Company has minimal
financial assets or liabilities denominated in eagies other than the Canadian dollar.

Interest Rate Risk

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

The Company’s policy is to minimize interest rasslt flow risk exposures on long-term financing. The
Company is exposed to changes in market interget through bank borrowings at variable interetgtsta
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The following table illustrates the sensitivity pifofit and equity to a reasonably possible chamgeterest
rates of +/- 1%. These changes are considered tedsonably possible based on observation of durren
market conditions. The calculations are based dmaage in the average market interest rate for padhd,
and the financial instruments held at each repgrtiate that are sensitive to changes in interaéss.réll
other variables are held constant.

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

March 31, 2013 $ 10,18 $ (10,18:

December 31, 20: $ 1894 $ (18,94¢

5. Business Combinations

Open EC Technologies Inc.

On October 24, 2012, QHR Technologies Ltd. (ther¢Raser”), concluded the acquisition of all thereba
outstanding of Open EC Technologies Inc., (“Opengid its subsidiaries.

The acquisition of OpenEC was considered stratégitaportant to penetrate the US market. Key smsi
include billings, clearing house and revenue cynkmagement delivered through a Software as a ®ervic
(“SaaS”) model and through leveraged channel sak$ners. The acquisition will allow the future
deployment of a modified US EMR program to integnatth the US operations healthcare business chain.

The identified assets, liabilities and purchaseegrioted below are a result of management's béstass
and assumptions after taking into account all @nformation available. The Company conductediss
and analysis of the acquired assets and liabilitiesrive at the final purchase price allocati@folw.

The fair value of the identifiable assets and liibs of OpenEC as at October 24, 2012 are asvial

Fair valuerecognized on acquisiti

Assets

Cast $ 61,2¢€
Accounts receivab 300,44t
Prepaid expens 19,85
Capital assets, r 54,71(
Intangible asset- customer relationshi 196,88~
Intangible asset- acquired technolog 1,910,73
Intangible asset- channel partner relationsh 579,13(
Total assets 3,123,02¢
Liabilities

Accounts payable and accrued liabili 1,205,45:
Income taxes payat 2,351
Promissory note payable (nc10) 400,00(
Due to QHR Technologies Ir 443,33
Deferred tax liabilit 227,55:
Deferredrevenu 64,00(
Total liabilities 2,342,69(
Total identifiable net assets $ 780,33t
Goodwill on acquisitior 1,658,81.
Purchase consideration transferred $ 2,439,151
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Fair value of QHR Technologies Inc. common shares $ 1,558,717
Cash 880,434
Total purchase consideration $ 2,439,151

In addition to amounts advanced before the acduisitdate of $443,333, the Company paid cash
consideration of $880,434 and 4,480,355 commoneshéar QHR Technologies Inc. with a value of
approximately $0.35 per common share ($0.405 pareshliscounted to Fair Market Value due to a 128r
month hold period) for a total of $1,558,717.

Due to lack of IFRS specific data prior to the asijion of OpenEC, pro-forma profit or loss of the
combined entity for any periods prior to acquisitannot be determined reliably.

6. Property and Equipment, net

Furniture and Office Computer Leasehold
Cost Fixtures  Equipment Hardware Improvement Total
December 31, 2(1 $ 280,10 $ 247,16t $ 3,136,888 $ 600,66 $ 4,264,82
Additions 39,003 336,178 667,200 260,159 1,302,540
December 31, 20: 319,10¢ 583,34 3,804,08 860,82 5,567,36:
Additions 11,193 - 467,915 - 479,108
Foreign exchange translation 25 138 655 - 818
March 31, 2013 $ 330,32: $ 583,48 $ 4,27265 $ 860,827 $ 6,047,29
Accumulated Amortization
December 31, 2(1 $ 96,99C $ 130,560 $ 2,211,044 $ 267,24 $ 2,70584¢
Amortization for the period 28,336 71,403 388,618 5,980 574,337
December 31, 20: 125,32¢ 201,97( 2,599,66: 353,22° 3,280,18!
Amortization for the period 7,392 25,047 92,400 55,374 180,213
Foreign exchange translation 1 7 43 - 51
March 31, 2013 $ 132,719 $ 227,02« $ 2,692,165 $ 408,60. $ 3,460,44!
Net book value
December 31, 20: $ 193,78 $ 381,37 $ 120442 $ 50760 $ 2,287,17
March 31, 2013 $ 197604 $ 356458 $ 1,580,553 $ 22, $ 2,586,841

The cost and accumulated amortization of capitsétasacquired under capital lease obligations atival,
2013 are $2,124,058 (December 31, 2012 - $1,86p,a48 $675,148 (December 31, 2012 - $746,639)

respectively.
7. Goodwill

Goodwill is primarily related to growth expectatgrexpected future profitability, the substantiell sand
expertise of an acquired company’s workforce angeeted cost synergies. Goodwill arising on acqoisét
is not deductible for tax purposes.

Goodwill EMR EMS RCM Total

December 31, 2011 $ 1,702,739 $ 2,219,089 $ -$ 3,921,828
Acquired through share

purchase (OpenEC) 1,658,813 1,658,813
December 31, 2012 1,702,739 2,219,089 1,658,813 5,580,641
Foreigh exchange translation 20,004 20,004
March 31, 2013 $ 1,702,739 $ 2,219,089 $ 1,678,817 $ 5,600,645
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The weighted average cost of capital, as determiisguyy the Capital Asset Pricing Model, is 28.2%tfee
EMR division, 29.1% for the EMS division and 35.9% the RCM division; which have been used to
discount cash flow projections.

EMR revenue is assumed to continue to grow at rapetd 10% per year during the forecasted five year
period. This reflects our expectations for sigrfit medical practitioner conversion to EMR systerss
government mandates and incentives, presentlyablajlwill have a significant positive impact inslarea.
Expenses are assumed to grow at a slower ratadloant experience, reflecting the economies oesitam

a larger customer base and the benefits of a iaguevenue model.

EMS revenue and expenses are assumed to increatesaslightly higher than the average experienced
the past two years for existing business. Thesethroates were selected after examining trends tinepast
several years in the EMS market and taking intcoaet that this is a relatively stable market withwl
attrition rates for customers using our products.

RCM revenue growth is expected to increase ovendéxt five years through additional sales levergdire
Company’s channel partner relationships. Resouacekscosts will be allocated to ensure a high regenu
growth rate. Expenses will increase and correlath the additional revenues and investment int@ thi
division by ensuring focused penetration into ti& rdarket.

A conservative growth rate of 0% was used to exii@p cash flow projections beyond the five year
projection period for the EMR, EMS and RCM division

Management believes that the methodology usedstantgairment of goodwill, which involves a sigieiint
number of judgments and estimates, provides a nadé® basis for determining whether an impairmest h
occurred. Many of the factors used in determiningethier or not goodwill is impaired are outside
management’s control and involve inherent uncetyaifherefore, actual results could differ from gho
estimated. It is reasonably likely that assumptiaing estimates will change in future periods andd-bave

a significant impact on the recoverable amount csh generating unit (“CGU"), resulting in impaénts.

In performing the goodwill impairment test, the Quany compares the recoverable amount of its CGlU's t
their respective carrying amounts. If the carryamgount of a CGU is higher than its recoverable amhaan
impairment charge is recorded as a reduction inctireying amount of the goodwill on the consolidate
statements of financial position and recognized asn-cash impairment charge in income.

The Company estimated the recoverable amount mgube value-in-use approach. It estimated faiueal
using market information and discounted after-tashcflow projections, which is known as the income
approach. The income approach used a CGU'’s projecfi estimated operating results and discountst ca
flows based on a discount rate that reflects ctrrearket conditions. The Company used cash flow
projections from financial forecasts covering aefixear period. For its March 31, 2013 impairmeat,tthe
Company discounted its CGU's cash flows using &r-&dix discount rate of 28.2% - 35.9%. To arrive a
cash flow projections, the Company used estimatez@nomic and market information over the profatti
period. If market and economic conditions detet®i@ if volatility in the financial markets causdsclines

in the Company's share price, increases the wealghterage cost of capital, or changes valuatiortiphes

or other inputs to its goodwill assessment, the @amy may need to test its goodwill for impairmeetvieen

its annual testing periods. In addition, it is pblesthat changes in the numerous variables aseacvaith the
judgments, assumptions, and estimates made by maresd in assessing the fair value of the Company’s
goodwill could cause its CGU’s to be impaired. Geddimpairment charges are non-cash charges that
could have a material adverse effect on the Comipamysolidated financial statements but in thexeseto

not have any adverse effect on its liquidity, clietvs from operating activities, or debt covenaatsl will

not have an impact on its future operations. Theutation of value in use for all CGU'’s is most siive to

the following assumptions:
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i. Operating margins based on actual experience andgaaient’s long-term projections.

i. The Company's weighted average cost of capital.

iii. Growth rate estimates based on actual experientenanket analysis. Projections use a growth rae th
approximates 5% - 15%.

As at March 31, 2013, the recoverable amount ofGbenpany's CGU’s exceeded their carrying amount.
With regard to the assessment of value-in-use, genant believes that no reasonably possible chenge

any of the above key assumptions would have catlseccarrying amount of the CGU’s to exceed its
recoverable amount.

8. Intangible Assets

Channel

Customer Acquired Developed partner Contract
Cost relationships technology technology relationship development Software Total
December 31, 2011 $ 13,200,000 $ 2,724,500 8871146 $ - $ 91,897 $09895 $ 18,512,938
Additions 196,885 1,910,739 830,985 579,131 - 88,88 3,601,627
December 31, 2012 13,396,885 4,635,239 2,718,131 9,181 $ 91,897 693,282 22,114,565
Additions - - 121,198 - - - 121,198
Foreign exchange translat 1,779 13,994 - - - 394 16,167
March 31, 2013 $ 13,398,664 $ 4,649,233 $ 2,839,329 $ 9, BN $ 91,897 $ 693,676 $ 22,251,930
Accumulated Amortization
December 31, 21 $ 2,236,571 $ 1,411,911 $ 27847. $ - $ 89,34 $ 552,13¢ $ 4,568,43
Amortization for the period 1,339,351 421,155 1284 15,346 2,553 43,274 2,002,107
Foreign exchange translat 3 16 - - - - 19
December 31, 2012 3,575,924 1,833,090 458,900 15,346 91,897 595,408 5706665
Amortization for the period 334,912 120,873 75,479 20,683 - 10,382 562,329
Foreign exchange translat 97 540 - - - 9 646
March 31, 2013 $ 3,910,933 $ 1,954,503 $ 534,379  $36,029 $ 91,897 $ 605,799 $ 7,183,5
Net book value
December 31, 2012 $ 9,820,961 $ 2,802,149 2,359,231 $ 563,785 $ - 97,874 $ 15,544,000
March 31, 2013 $ 9,487,731 $ 2,694,730 $ 2,304,950 $43,B02 $ - $ 87877 $ 15,898,

9. Promissory Notes Payable

The Company obtained a promissory note throughatiggisition of OpenEC in the amount of $400,008 at
rate of 8% per annum. The full amount of the ndts @ccrued interest is payable to the holder bxil Ap
2013. The accrued interest at March 31, 2013 i9&B3. The Company repaid this promissory note plus
accrued interest on April 1, 2013.

As at March 31, 2013, the remaining amount outstendn the promissory note payable from the purehas

of Clinicare Corporation (“Clinicare”) is $83,493up accrued interest of $154,611 (December 31, 2012
$149,883). As outlined in note 20, the Companyisputing this amount through a counter claim.
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10. Obligationsunder Capital Lease

Capital lease obligations are payable in monthbtaliments with interest at 1% to 14.9% per anntom,
March 2016, secured by certain computer equipnfentiture and fixtures.

Minimum lease payments over the next four yearsmtm March 31, 2013 December 31, 20:
2013 $ 490,148 $ 516,232
2014 413,858 247,804
2015 284,187 114,026
2016 35,534 -
Total minimum lease payments 1,223,727 878,062
Lease payment amounts representing interest (8,175 (50,513)
Present value of net minimum capital lease payments 1,139,552 827,549
Current portion of capital lease obligations (5285 (480,995)

$ 590,026 $ 346,554

11. Long-term debt

March 31, 2013 December 31, 2012

Royal Bank of Canada non-revolving term loan dated

December 22, 2011 repayable in 24 monthly instaibef

$75,000 plus interest at prime plus 2% per annuscufed by

a general security agreement. Refer to Note 15rdega

covenant requirements. $ 356,149 $ 577,815

Royal Bank of Canada non-revolving term loan dadetober
24, 2012 repayable in 36 monthly installments d§,$56 plus
interest at prime plus 2% per annum. Secured byifspe
postponement of claims and a general security ageet
Refer to Note 15 regarding additional informatioml @ovenant
requirements. 1,720,970 1,879,721

Al Stober Construction Ltd. leasehold improvemeran dated
September 1, 2011 repayable in 36 monthly instaltsef
$2,929 including principal and interest at 7% penwam. The
loan is secured by tenant improvements at 625 -0 THekson

Avenue, Kelowna BC. 47, 307 55,187
Total long-term debt 2,124,426 2,512,723
Current portion of long-term debt (1,057,399) (1,B8B7)

$ 1,067,027 $ 1,240,886
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12. Issued Capital

a) Authorized
Unlimited common shares without par value
Unlimited Class “A” Preference shares

b) Issued

Shares issued and outstanding Number of shares Amou
December 31, 2011 42,910,621 $ 17,760,334
Share issuance, acquisition of OpenEC 4,480,355 1,558,717
Share issue costs, net of deferred tax of $25,781 - (77,298)
December 31, 2012 47,390,976 19,241,753
Options exercised 120,000 44,311
March 31, 2013 47,510,976 $ 19,286,064

c) Stock-based Compensation Plan

The Company has a stock option plan (the “Plantspant to which options to subscribe for commorresha
of the Company may be granted to directors, offi@erd certain employees and consultants of the @oynp
The Board of Directors administers the Plan anbjes to the specific provisions of the Plan, fitkes terms
and conditions upon which options are granted.

The exercise price of each option granted underPlam is fixed by the Board, but cannot under any
circumstances be less than the closing price o€trapany’s shares on the last trading day prigh¢éodate

of the grant, less any discount permitted by theotm Stock Exchange, but in any event, not leas $0.10
per share. Options granted shall be non-assigretdulenon-transferable and shall not have a termdass of
five years.

Share purchase options outstanding are as follows:

Weighted average
Skatre purchase options outstanding Number of options €EXErcise price
December 31, 2011 2,851,250 $ 0.53
Forfeited (706,250) 0.61
Exercised (645,000) 0.60
Options granted June 12, 2012 1,500,000 0.60
December 31, 2012 3,000,000 0.54
Exercisel (120,000 0.2t
March 31, 2013 2,880,000 $ 0.53

During the three months ended March 31, 2013 4 ¢§t420,000 (March 31, 2012 — $Nil) stock purchase
options were exercised during the period at a ie@javerage share value of $0.55 (March 31, 2012).$
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The following tables summarize information pertagto the Company’s share purchase options outsignd

March 31, 2013

Options outstanding

Options exercisable

Numberof Weightedaverage Numberof Weighted
options remaining contractual  Weighted average options averageesxercise
outstanding life (years) exerciseprice exercisable price
415,000 0.33 $ 0.25 415,000 $ 0.25
1,695,001 3.71 0.6(C 807,49« 0.6(C
770,000 3.50 0.62 577,500 0.62
2,880,000 3.20 $ 0.55 1,799,994 $ 0.53

December 31, 2012

Options outstanding

Options exercisable

Numberof Weightedaverage Numberof Weighted
options remaining contractual  Weighted average options averageesxercise
outstanding life (years) exerciseprice exercisable price
535,00( 0.5¢ $ 0.2t 535,00( $ 0.2t
1,695,00! 6.3(C 0.6C 629,99t 0.6C
770,00( 3.7¢ 0.6z 481,25( 0.62
3,000,000 3.36 $ 0.54 1,646,246 $ 0.49

The exercise price of all share purchase optioastgd during the period are equal to the closingketa
price at the grant date. The Company calculatekdiased compensation from the vesting of stoclonpt
using the Black Scholes Option Pricing Model antbrds related compensation expense as follows:

March 31, 2013 March 31, 2012

Total stock based compensation

$ 85,132 $83,265

d) Warrants

The continuity of share purchase warrants is dsw!:

Number of warrants Value of warrants

December 31, 2011 6,153,850 $ 438,300
Expired (6,153,850) (438,300)
December 31, 2012 - -
March 31, 2013 - $ -

e) Contributed Surplus

The continuity of contributed surplus is as follows

Amount

December 31, 21 $ 1,029,98i
Warrants expire 438,30(
Stock based compensat 433,771
December 31, 20: 1,902,05(
Optionsexercise (14,311
Stock based compensat 85,13:
March 31, 2013 $ 1,972,871
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13. Earningsper Share

The reconciliation of the numerators and denomisatof the basic and diluted earnings per share
calculations was as follows for the three monttdeginMarch 31, 2013 and 2012.

March 31, 2013 March 31, 2012

Numer ator
Net earnings $ 149,054 $ 264,454
Denominator
Weighted average number of shares outstandingtosed
compute basic EPS 47,466,087 42,910,621
Effect of dilutive securities

Dilution from exercise of options 255,760 453,618
Weighted average number of shares outstandingtos
compute diluted EPS 47,721,847 43,364,239
Net earnings per share

Basic $ 0.00 $ 0.01

Diluted $ 0.00 $ 0.01

The calculation of assumed exercise of stock optanmd warrants includes the effect of the dilubpéions
and warrants. Where their effect was anti-dilutheeause their exercise prices were higher thaatbeage
market price of the Company’s common shares a¢titeof the periods shown in the table, assumecdtiseer
of those particular stock options and warrants wetencluded.

14. Income Taxes
a) Income Tax Epense
The income tax expense differs from the expectqubese if the Canadian federal and provincial stayut

income tax rates were applied to earnings (losehfoperations before income taxes. The principetofa
causing these differences are shown below:

March 31, 2013 March 31, 2012
Earnings (loss) before income taxes $ &D,0 $ 430,633
Siatutory tax rate 25.00% 25.90%
Income tax provision using statutory tax ri 52,27: 112,00(
Effect of statutory rate charge - 7,56¢
Permanent differenc 30,46 47,61(
Benefit from previously unrecognized tax los (603 (1,000
Othel (22,106 -
Income tax $ 60,027 $ 166,179

b) DeferredTax Assets &Liabilities

The tax effect of the temporary differences thakegiise to deferred tax assets and liabilitiespresented
below:

Recognized March 31, 2013 December 31, 2012
Non-capital loss carry forwards $ 3,157,058 $ 3,261,564
Scientific research and experimental developmeat 794,46: 794,46:
Investment tax credi 346,22t 346,22t
Share issue cos 105,72¢ 119,57(
Tangible asse 116,51! 135,00«
Intangible asse (1,847,523 (1,919,358
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Total recognized naleferredtax asset $ 2,672,469 $ 2,737,470
Deferred asset 2,830,431 2,948,606
Deferred liability (157,962) (211,136)

$ 2,672,469 $ 2,737,470

Unrecognized March 31, 2013 December 31, 2012
Non-capital loss carry forwards $ 42,020 $ 42,623
Total unrecognized neteferredtax asset $ 42,020 $ 42,623

In assessing the recognition of the deferred tagrtasmanagement considers whether it is probbhatesome
portion or all of the deferred tax assets will balized. In management’s opinion, the deferrecatsets will
be utilized in the forthcoming years through progeictaxable income. Additionally, the Company wélke
advantage of certain tax benefits available asaltref the amalgamation.

c) LossCarry-Forwards

At March 31, 2013, the consolidated Company hasamately $12,700,000 of non-capital loss carry
forwards available until 2032 (December 31, 201a@pproximately $13,190,000) to reduce future years'
income for income tax. The Company employs strategiithin the corporate group to effectively uglithe
benefits of these tax loss carry-forwards and toimmize income tax payable. The following table eefk tax
loss carry-forwards prior to any tax losses thédeaupon actual filing of the representative conyptax
returns:

March 31, 2013 December 31, 2012

QHR Technologies In $ 100,0¢ $ 20,0C

QHR Software Inc. 12,250,000 12,950,000
Chartcare Inc. 170,000 170,000
i-Plexus Solutions Inc. 180,000 50,000
Total $ 12,700,000 $ 13,190,000

d) Investment Tax €edits on SRED Expenditures

At March 31, 2013, the Company and its subsidiahiage accumulated Investment Tax Credits totaling
approximately $346,228 (December 31, 2012 — $34),2Rich may be applied against future years’ taxes

e) SRED Expenditure Pool Carry Forwards

At March 31, 2013 the Company and its subsidiahase accumulated a SRED expenditure pool of
approximately $3,636,205 (December 31, 2012 — aqimiately $3,636,205) which may be applied against
future years’ taxable income. The SRED expenditpoes may be carried forward indefinitely.

15. Capital Disclosures

The Company’s objectives and policies for managiagital are to maintain a strong capital base stwas
maintain investor, creditor and market confidensastain future development of the business and to

safeguard the Company’s ability to support the Camyfs normal operating requirements on an ongoing
basis.
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The capital of the Company consists of the iten@duited in the Consolidated Statements of Financial
Position in the equity section, operating line médit (if drawn) and long-term debt. The Companynages

its capital structure and makes changes based @mortic conditions and the risk characteristics e t
Company’s assets. Capital for the reporting perisgsimmarized as follows:

March 31, 2013 December 31, 2012

Operating loa $ 875,0C $ 975,0C

Promissory note 483,495 483,495
Long-term debt 2,124,426 2,512,723
Total equity 20,230,400 19,932,823
Overall financing $ 23,713,321 $ 23,904,041

To manage the Company’s capital requirements, trapgany has in place a planning and budgeting psoces
which helps determine the funds required to ensueeCompany has the appropriate liquidity to méet i
operating and growth objectives. The Company ptansontinue to fund its short-term cash requirement
through operations, and if required, the Comparg/ draoperating line of credit in place that cardtswvn
upon.

The Company has an available operating line ofitwith the Royal Bank (the “Bank”) of up to $1.5llon
subject to and limited to standard borrowing badewations and margining against trade accourgivable.
The operating line of credit is payable upon dentaythe Bank. The Company had $875,000 outstanaling
its operating line at March 31, 2013, (December2BiL2 - $975,000). The interest rate is at the Baplime
rate plus 2.00% per annum. At March 31, 2013, ffextve rate on this loan was 5.00% (December281,2
— 5.00%).

The Company has secured two $2,000,000 non-rewpl#mm loans from the Bank specifically for
acquisitions. The loans are secured by a guararidepostponement of claims and supported by general
security agreements.

As at March 31, 2013 the Company has the followexternally imposed capital requirements under its
operating line of credit and non-revolving termraegreements.

a) EBITDA (less cash income taxes and unfunded capitpknditures) to Fixed Charges (total interest
expense, scheduled principal payments in respdantted debt and corporate distributions) - thrat
is calculated on a rolling 4 quarters basis for fiseal quarter then ended and the immediately
preceding 3 fiscal quarters, of not less than 1.35:

b) Funded debt to EBITDA - calculated on a rollinguaters basis for the fiscal quarter then ended and
the immediately preceding 3 fiscal quarters, ofgrefater than 2.00:1.

c) On the non-revolving term loan only, a mandatopasament equaling 50% of QHR'’s free cash flow
(defined as earnings before interest, taxes, degimt and amortization excluding non-cash
gains/losses, less taxes, unfunded capital assétallaprincipal payments) is payable within 12@sla
of the fiscal year end. The calculated paymentHerperiod ended March 31, 2013 is $Nil (December
31, 2012 - $312,185).

d) EBITDA is defined as earnings before interest, $axkepreciation and amortization and is a non-IFRS
measure. Unfunded capital expenditures are defasedapital expenditures not financed by external
sources. Funded debt includes the term loan anithtéase obligations. Fixed charges are comprised
of total interest expense, scheduled principal pays in respect of funded debt, and corporate
distributions.

As at March 31, 2013, the Company is in complianitk all of its bank covenants.
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16. Segmented Information

Three months ended March 31, 2013 EMR EMS RCM Total
Revenues 5,318,137 $ 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) 1,208
Stock-based compensation 47,325 28,366 9,441 85,13
Amortization of property and equipment 124,120 59,4 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) azw,
Gain on foreign exchange translation - - 33,391 338,
Comprehensive income (loss) 461,620 $(82,700) $ (196,475) $ 182,445
Total assets $ 13,239,865 $ 17,176,774 5,826,861 $ 36,243,500
Total liabilities 5,066,805 $ 9,3761 $ 1,575,676 $ 16,013,100
Additions to:

Capital assets 261,789 $ 156,918 60,406 $ 479,108

Intangible assets - $ 121,198 $ - % 121,198
Three months ended March 31, 2012 EMR EMS RCM Total
Revenues 3,848,014 $ 3545230 $ - $ 7,393,244
Operating expenses 3,452,852 2,899,948 - 6,352,800
Operating profit 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 investment (88,426) - - (88,426)
(Gain) loss on foreign exchange (95) 357 - 262
Earnings (loss) before income taxes (43,494) 474,12 - 430,633
Income tax (recovery) (16,787) 182,966 - 166,179
Net earnings (loss) (26,707) % 2081 % - $ 264,454
Total assets $ 17,660,544 $ 13,397,790 $ - $ 31,058,334
Total liabilities 4,098,282 $ 9,076,339 $ - $ 13,174,621
Additions to:

Capital assets 83,925 $ 3,73 % - $ 143,661

Intangible assets 48,000 $ re4, $ - $ 272,114

32



QHR TECHNOLOGIESINC.
NOTES TO THE UNAUDITED CONDENSED INTERIM CONSOLIDAD FINANCIAL STATEMENTS
FOR THE MONTHS ENDED MARCH 31, 2013 AND 2012

The Company generated revenues from external cestdocated in the following geographic locations:

March 31, 2013 March 31, 2012

Canada $ 7,819,371 $ 7,334,469
United State 592,56: 58,775
$ 8,411,933 $ 7,393,244

17. Commitments

As at March 31, 2013, the Company has various t¢ipgréeases, primarily office rent, with remainitegms
of more than one year. These leases have mininmmuadcommitments as follows:

201¢ $ 36399
2014 273,234
2015 249,982
2016 159,431
$ 1,046,638

Repayment of loans and leases assumes that the @@gmpaintains obligated payments over a 12 month
consecutive period on the required payment duesdate

18. Supplemental Cash Flow and other disclosures

March 31, 2013 March 31, 2012
Non-cash financing and investing activities:
Capital assets acquired under capital lease oldigmt $ 463,455 $ 24,844
Supplementary information:
Interest paid $ 79,528 $ 52,084

19. Related Party Transactions

For the three month period ended March 31, 2013 2012 the Company paid compensation to key
management personnel and the amounts are recog@izatdexpense during the reporting period.

March 31, 2013 March 31, 2012

Short-term employee benefits $ 202,807 % 154,168
Share based payme 55,26¢ 40,290
$ 258,076 $ 194,458

20. Contingencies

The Company may be subject to a variety of claintssuits that arise from time to time in the ordyneourse
of our business. The consequences of these mattersot presently determinable but, in the opinién
management after consulting with legal counsel,uttienate aggregate liability is not currently egperl to
have a material effect on our results of operat@mrfinancial position.

For details on current contingencies outstanditeage refer to the year ended December 31, 2012&e4ud
Financial Statements and MD & A, available on SEDAR

33



