ZTEST Electronics Inc.
Unaudited Condensed Interim Consolidated Financial Statements
December 31, 2012

(Stated in Canadian Dollars)

Notice To Reader

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of the
unaudited condensed interim consolidated financial statements, they must be accompanied by a notice indicating
that the financial statements have not been reviewed by an auditor.

These unaudited condensed interim consolidated financial statements were approved by the Board of Directors on
February 26, 2013. They have not been reviewed by the Company’s auditors.

The accompanying unaudited condensed interim consolidated financial statements have been prepared by and are
the responsibility of management. These condensed interim consolidated financial statements are presented on the
accrual basis of accounting and accordingly, a precise determination of many assets and liabilities is dependent upon
future events. Where necessary, management has made informed judgments and estimates in accounting for these
assets and liabilities and for transactions which were not complete at the end of the reporting period. Recognizing
that the Company is responsible for both the integrity and objectivity of the financial statements, management is
satisfied that these unaudited condensed interim consolidated financial statements have been fairly presented.



ZTEST Electronics Inc.

Unaudited Condensed Interim Consolidated Statements of Financial Position
(Stated in Canadian Dollars)
December 31, 2012

Dec. 31 June 30
2012 2012
Assets
Current assets
Cash and cash equivalents $ 388,061 $ 181,815
Accounts receivable 498,668 797,803
Inventories (note 3) 506,789 558,156
Prepaid expenses 15,438 3,834
1,408,956 1,541,608
Lease deposit (note 6) 35,000 35,000
Equipment (note 4) 689,046 764,245
$ 2,133,002 $ 2,340,853
Liabilities
Current liabilities
Customer deposits $ 105,352 $ -
Accounts payable and accrued liabilities 472,774 685,935
Dividends payable 263,337 268,201
Current portion of long-term debt (note 5) 759,729 290,304
Preferred shares (note 7) 473,855 473,855
2,075,047 1,718,295
Long-term debt (note 5) 66,478 698,648
2,141,525 2,416,943
Deficiency in assets
Share capital (note 7) 21,973,988 22,065,037
Warrants (note 7) 81,564 81,564
Contributed surplus (note 7) 601,942 485,451
Deficit (22,666,017) (22,708,142)
(8,523) (76,090)

$ 2,133,002 $ 2,340,853

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial
statements

Approved by the Board:

Signed: “John Perreault” Signed: “Wojciech Drzazga™

Director Director



ZTEST Electronics Inc.

Unaudited Condensed Interim Consolidated Statements of Changes in Equity
(Stated in Canadian Dollars)
December 31, 2012

Share Contributed
Capital Warrants Surplus Deficit Total
Balance, June 30, 2011 $ 22,065,037 81,564 485,451  (23,100,920) (468,868)
Net income for the period - - - 69,483 69,483
Balance, December 31, 2011 22,065,037 81,564 485,451  (23,031,437) (399,385)
Net income for the period - - - 323,295 323,295
Balance, June 30, 2012 22,065,037 81,564 485,451  (22,708,142) (76,090)
Exchange of Class A shares for
common shares (91,049) - 91,049 - -

Share based payments - - 20,578 - 20,578
Dividends forgiven - - 4,864 - 4,864
Net income for the period - - - 42,125 42,125
Balance, December 31,2012 $ 21,973,988 $ 81,564 $ 601,942 $(22,666,017) $ (8,523)

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial
statements



ZTEST Electronics Inc.

Unaudited Condensed Interim Consolidated Statements of Comprehensive Income

(Stated in Canadian Dollars)
December 31, 2012

Three months ended

Six months ended

2012 2011 2012 2011
Product sales $ 1113223 $ 839,112 $ 2185879 $ 1,798,974
Cost of product sales (note 3) 743,090 550,937 1,432,617 1,100,593
370,133 288,175 753,262 698,381
Expenses
Selling, general and administrative 309,266 271,632 625,259 552,855
Share based payments - - 20,578 -
Interest expense - long term (note 8) 22,106 31,292 51,130 64,441
Interest expense - other 148 149 297 307
Loan guarantee fees (note 6) 2,400 2,400 4,800 4,800
Loss (gain) on foreign exchange 3,310 (1,385) 11,215 4,058
Depreciation of equipment 948 1,203 1,896 2,337
338,178 305,291 715,175 628,798
Income (loss) from operations 31,955 (17,116) 38,087 69,583
Miscellaneous income (note 5) 1,381 - 4,038 -
Loss on disposal of equipment - (100) - (100)
Income (loss) before provision for income taxes 33,336 (17,216) 42,125 69,483
Provision for income taxes - - - -
Comprehensive income (loss) for the period $ 33336 % (17,216) $ 42125  $ 69,483
Comprehensive income (loss) per share
Basic $ 001 % (0.00) % 001 % 0.01
Fully diluted $ 0.01 $ (0.00) $ 0.01 $ 0.01
Weighted average shares outstanding
Basic 7,161,942 7,062,488 7,121,944 7,062,488
Fully diluted 7,161,942 7,062,488 7,121,944 9,362,488

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial

statements



ZTEST Electronics Inc.

Unaudited Condensed Interim Consolidated Statements of Cash Flows

(Stated in Canadian Dollars)
December 31, 2012

Three months ended

Six months ended

2012 2011 2012 2011
Cash flow from operating activities
Net income (loss) for the period $ 33336 $ (17,216) $ 42,125  $ 69,483
Items not involving cash
Depreciation of equipment 38,444 44,016 76,889 87,964
Loss on disposal of equipment - 100 - 100
Interest accretion 3,782 4,932 12,668 9,864
Share based payments - - 20,578 -
Debt forgiveness (1,000) - (3,280) -
Changes in non-cash working capital items:
Accounts receivable 167,366 70,041 299,135 (110,528)
Inventories 57,346 (134,471) 51,367 (149,818)
Prepaid expenses and other assets (7,830) 473 (11,604) (2,288)
Customer deposits 49,848 15,510 105,352 (7,213)
Accounts payable and accrued liabilities (124,179) 143,944 (213,161) 81,993
217,113 127,329 380,069 (20,443)
Cash flow from investing activities
Purchase of equipment - (1,368) (1,690) (19,076)
Cash flow from financing activities
Repayment of long-term debt (81,308) (57,778) (172,133) (138,209)
Increase (decrease) in cash 135,805 68,183 206,246 (177,728)
Cash and cash equivalents, beginning of period 252,256 160,949 181,815 406,860
Cash and cash equivalents, end of period $ 388061 $ 229132 $ 388,061 $ 229,132
Supplemental Disclosure of Cash Flow Information
During the period the Company had cash flows arising from interest and income taxes paid as follows:
Cash paid for interest $ 15734  $ 26,949 $ 36,536 $ 55,763
Cash paid for income taxes $ - $ - $ - $ -

The accompanying notes are an integral part of these unaudited condensed interim consolidated financial

statements



ZTEST Electronics Inc.

Notes to Unaudited Condensed Interim Consolidated Financial Statements
(Stated in Canadian Dollars)
December 31, 2012

1. Business of the Company

ZTEST Electronics Inc. (“the Company™) amalgamated under the laws of Ontario and carries on business
designing, developing, and assembling printed circuit boards and other electronic equipment. The Company's
shares trade on the Canadian Venture Exchange under the symbol "ZTE".

2. Significant Accounting Policies

Statement of compliance

The Company has prepared these unaudited condensed interim financial statements in accordance with IAS 34,
Interim Financial Reporting, employing all of the same accounting policies and methods of computation as
disclosed in the annual financial statements as at June 30, 2012.

The notes to these unaudited condensed interim consolidated financial statements are intended to provide a
description of events and transactions that are significant to an understanding to the changes in the Company’s
financial position and performance since June 30, 2012. Certain disclosures that appear in the annual financial
statements have not been reproduced in these unaudited condensed interim consolidated financial statements
and, in this regard only, these unaudited condensed interim financial statements do not conform in all respects to
the requirements of IFRS for annual consolidated financial statements. Accordingly, these unaudited condensed
interim consolidated financial statements should only be read in conjunction with the annual financial statements
as at June 30, 2012. These unaudited condensed interim consolidated financial statements were authorized for
issuance by the Board of Directors of the Company on February 26, 2013.

Basis of presentation and going concern considerations

These unaudited condensed interim consolidated financial statements have been compiled by management on a
historical cost basis using the accrual basis of accounting, except for cash flow information, and in accordance
with IFRS applicable to a “going concern”. This assumes that the Company will continue in operation for the
foreseeable future, has neither the intention nor the need to liquidate or curtail materially the scale of its
operations, and will be able to realize its assets and discharge its liabilities in the normal course of operations.
Should the Company be unable to continue as a going concern, it may be unable to realize the carrying value of
its assets and to meet its liabilities as they become due. As at December 31, 2012 the Company has a deficit, to
date, of $22,666,017and a working capital deficiency of $666,091. The Company's continuance as a going
concern is dependent upon its ability to obtain adequate financing and its ability to generate positive cash flow
from operations. If the going concern assumption were not appropriate for these unaudited condensed interim
consolidated financial statements then adjustments would be necessary in the carrying values of assets and
liabilities, the reported revenues and expenses, and the statement of financial position classifications used.

Basis of consolidation
These unaudited condensed interim consolidated financial statements include the accounts of the Company as
well as the following subsidiaries' assets and liabilities and the revenues and expenses, arising subsequent to the
date of acquisition:

Permatech Electronics Corporation (“PEC”) -100% owned ™

Northern Cross Minerals Inc. - 66.7% owned (inactive)

@ The Company has granted a creditor the right to acquire a 24% interest in PEC (note 5).

Significant accounting judgments and estimates

The preparation of these unaudited condensed interim consolidated financial statements requires management to
make certain estimates, judgments and assumptions that affect the reported amounts of assets and liabilities at
the date of the financial statements and reported amounts of expenses during the reporting period. Actual
outcomes could differ from these estimates. These unaudited condensed interim consolidated financial
statements include estimates which, by their nature, are uncertain. The impacts of such estimates are pervasive
throughout the unaudited condensed interim consolidated financial statements, and may require accounting
adjustments based on future occurrences. Revisions to accounting estimates are recognized in the period in
which the estimate is revised and future periods if the revision affects both current and future periods. These
estimates are based on historical experience, current and future economic conditions and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.



ZTEST Electronics Inc.

Notes to Unaudited Condensed Interim Consolidated Financial Statements
(Stated in Canadian Dollars)
December 31, 2012

3. Inventories
The carrying value of inventory is comprised of:
Dec. 31 June 30
2012 2012
Raw materials and supplies $ 488,638 552,244
Work in process 12,911 5,080
Finished goods 5,240 832
$ 506,789 558,156
Inventory utilization during the period was as follows:
Dec. 31 Dec. 31
2012 2011
Raw materials and supplies used $ 955,329 552,317
Labour costs 363,511 383,555
Depreciation 74,993 85,627
Other costs 51,022 65,460
Net change in finished goods and work in process (12,238) 13,634
Cost of product sales $ 1,432,617 1,100,593
4. Equipment
Computer Office Manufacturing Leasehold
Equipment Equipment Equipment Improvements Total
At June 30, 2011
Cost $ 168,449 $ 71,277 $ 2,250,093 $ 61,003 $ 2,550,822
Accumulated depreciation (160,286) (64,346) (1,430,232) (61,003) (1,715,867)
Carrying amount $ 8,163 $ $ 819861 $ - $ 834,955
Period ended December 31, 2011
Opening carrying amount ~ $ 8,163 $ $ 819861 $ - $ 834,955
Additions, at cost 1,368 86,485 - 87,853
Disposal, at carrying amount (100) - - (100)
Depreciation (1,293) (85,979) - (87,964)
Closing carryingamount ~ $ 8,138 §$ $ 820,367 $ - $ 834,744
At December 31, 2011
Cost $ 168,135 $ 71,277 $ 2,336,578 $ 61,003 $ 2,636,993
Accumulated depreciation (159,997) (65,038) (1,516,211) (61,003) (1,802,249)
Carrying amount $ 8,138 $ $ 820,367 $ - $ 834,744
Period ended June 30, 2012
Opening carrying amount ~ $ 8,138 $ $ 820,367 $ - $ 834,744
Additions, at cost - 19,468 - 19,468
Depreciation (1,345) (87,927) - (89,967)
Closing carryingamount ~ $ 6,793 $ $ 751908 $ - $ 764,245
At June 30, 2012
Cost $ 168,136 $ 71,277 $ 2,356,046 $ 61,003 $ 2,656,462
Accumulated depreciation (161,343) (65,733) (1,604,138) (61,003) (1,892,217)
Carrying amount $ 6,793 $ 5544 $ 751,908 $ - $ 764,245




ZTEST Electronics Inc.

Notes to Unaudited Condensed Interim Consolidated Financial Statements
(Stated in Canadian Dollars)
December 31, 2012

4. Equipment - continued

Computer Office Manufacturing Leasehold

Equipment Equipment Equipment Improvements Total
Period ended December 31, 2012
Opening carrying amount ~ $ 6,793 $ 5544 $ 751,908 $ - $ 764,245
Additions, at cost - - 1,690 - 1,690
Depreciation (1,060) (554) (75,275) - (76,889)
Closing carrying amount ~ $ 5733 $ 499 $ 678323 $ - $ 689,046
At December 31, 2012
Cost $ 168,136 $ 71,277 $ 2,357,736 $ 61,003 $ 2,658,152
Accumulated depreciation (162,403) (66,287) (1,679,413) (61,003) (1,969,106)
Carrying amount $ 5733 $ 499 $ 678,323 $ - $ 689,046

Specific manufacturing equipment is pledged as security for debentures payable (note 5). The carrying amount
of the pledged equipment at each date is as follows:

December 31, 2012 $ 396,553
June 30, 2012 $ 440,614
December 31, 2011 $ 495,691
5. Long-Term Debt
Dec. 31 June 30
2012 2012
Non-interest bearing debenture has matured. ) $ 39,600 $ 39,600

Term loan bearing interest at the September 30 prime lending rate plus
4.75%, adjusted annually and currently at 7.75%, secured by a general
security agreement covering the assets of PEC, matures September 2013.
Monthly payments, blended principal and interest, of $8,253 are required. 71,931 118,153

Debenture, bearing interest at 10.5%, secured by specific equipment
(note 4) on a pro-rata basis with another debenture and matures
December 2013. The debenture has a face value of $395,978 and may be
repaid, in whole or in part, at any time. Monthly payments, blended as to
principal and interest, of $16,171 are required until maturity. The holder
of this debenture was issued 233,334 common shares of the Company. ® 395,338 480,789

Debenture, bearing interest at 4.5%, secured by specific equipment (note
4) on a pro-rata basis with another debenture, and matures December
2013. The debenture has a face value of $236,067 and may be repaid, in
whole or in part, at any time. Payments as to interest only are required
until maturity. ® 222,227 242,024

Term loan bearing interest at the April 30 prime lending rate plus 8%,
adjusted annually and currently at 11.00%, secured by a general security
agreement covering the assets of PEC, matures April 2015. The loan has
a face value of $99,959 and may be repaid, in whole or in part, at any
time. Monthly payments, blended principal and interest, of $2,961 are
required until April 2013, then $3,692 until April 2014, then $4,920 until
maturity. As additional compensation for having advanced the funds, the
holder of this debenture was granted an option to acquire a 24% interest
in PEC for $200,000 on or before May 1, 2015. 97,111 108,386

Total long-term debt $ 826,207 $ 988,952




ZTEST Electronics Inc.

Notes to Unaudited Condensed Interim Consolidated Financial Statements
(Stated in Canadian Dollars)
December 31, 2012

5. Long-Term Debt - continued

Dec. 31 June 30
2012 2012
Total long-term debt $ 826,207 $ 988,952
Less: Current portion 759,729 290,304
$ 66,478 $ 698,648

The minimum annual future principal repayments are as follows:
2013 $ 759,729
2014 47,648
2015 18,830
$ 826,207

@ The debenture has matured but no means of settlement has been reached. It is classified as current.

@ During the period the Company made a pre-payment of $16,000 by way of a cash payment of $15,000 plus
$1,000 in debt forgiveness, which has been included in miscellaneous income.

@) During the period the Company made a pre-payment of $28,000 by way of a cash payment of $25,620 plus
$2,380 in debt forgiveness, which has been included in miscellaneous income.

@ payable to a corporate shareholder that is controlled by the spouse of a Director of the Company (note 8).

6. Commitments

Bank operating loan

The Company has access to a $250,000 line of credit from its financial institution. The loan was not drawn upon
at either December 31, 2012 or June 30, 2012, bears interest at the prime lending rate plus 0.5%, is due upon
demand, matures May 13, 2013, and is secured by a general security agreement covering the assets of PEC and
by the personal guarantee of an individual who is not related to the Company. The Company issued 500,000
share purchase warrants to the guarantor with each warrant entitling them to acquire one common share of the
Company at a price of $0.135 until the earlier of May 18, 2013 and the date when the guarantee is removed. The
guarantor is also paid a fee of $800 per month and will receive interest, based upon the amount drawn from time
to time on this line of credit, equal to 10% less the interest at prime plus 0.5% that is payable to the Company’s
financial institution. The monthly fee is accounted for as financing fees.

Operating leases

The Company leases its operating facility under a lease that is due to expire March 31, 2021. A lease deposit in
the amount of $35,000 has been paid and will be applied towards the final month’s payment or refunded at the
end of the lease. Minimum monthly rental payments ranging from $7,092 to $8,979 are required over the term
of the lease as follows:

2013 $ 87,824
2014 89,635
2015 92,351
2016 99,594
2017 102,310
Remaining 347,448

$ 819,162

7. Share Capital

(a) Authorized
Unlimited Common shares

Unlimited Non-voting, non-participating Class A special shares. All previously outstanding Class A special
shares were exchanged for common shares and no additional shares may be issued.



ZTEST Electronics Inc.

Notes to Unaudited Condensed Interim Consolidated Financial Statements
(Stated in Canadian Dollars)
December 31, 2012

7. Share Capital - continued

(a) Authorized - continued

Unlimited Preferred shares in one or more series. The following four series have been authorized to date:

Series A redeemable, voting shares were to be repurchased May 2004. ®
Series B shares may no longer be issued and none remain outstanding.

Series C redeemable, voting shares were to be repurchased May 2007.
Series D redeemable, voting shares were to be repurchased June 2007.

@ The right to vote at the meeting of common shareholders arises because the associated dividends
are more than 12 months in arrears. Settlement of the repurchase price and the associated

dividends payable has yet to be negotiated.

(b) Issued (note 12)

Dec. 31 June 30

2012 2012

Common shares $ 21,973,988 $ 21,965,037
Class A special shares ® - 100,000
Share capital $ 21,973,988 $ 22,065,037
Common shares Number of Shares Amount
Balance June 30, 2011, December 31, 2011and June 30, 2012 7,062,488 $ 21,965,037
Common shares issued in exchange for Class A shares 99,454 8,951
Balance December 31, 2012 and June 30, 2012 7,161,942 $ 21,973,988

@ During the period the shareholders approved the issuance of 99,454 common shares in exchange for the
1,193,442 Class A Special Shares then outstanding. The common shares were recorded at their fair value at
the time of issuance and the difference between the carrying value of the Class A shares and the fair value of
the common shares was allocated to contributed surplus. The common shares have been issued and will be
held by the Company’s transfer agent pending surrender of shares by each Class A shareholder at which time

they will receive their common shares.
Preferred Shares:

Dec. 31 June 30

2012 2012

Balance December 31, 2012 and June 30, 2012 $ 473,855 $ 473,855
(c) Details of warrants outstanding (note 12):

Dec. 31 June 30

2012 2012

Warrants not yet exercised 3 81,564 $ 81,564

Number of Warrants Amount

Balance December 31, 2012 and June 30, 2012 1,400,000 $ 81,564

Number of Weighted Average Weighted Average

Warrants  Price per Warrant Expiry Date

Beginning and end of period 1,400,000 $ 0.113 Mar. 18, 2015




ZTEST Electronics Inc.

Notes to Unaudited Condensed Interim Consolidated Financial Statements
(Stated in Canadian Dollars)
December 31, 2012

7. Share Capital - continued

(d) Details of options outstanding:

Common Shares Number of
Under option Options Vested Price/Option Expiry Date
Granted Nov. 30, 2010 900,000 900,000 $ 0.10 Nov. 30, 2015
Granted Sept. 14, 2012 300,000 300,000 $ 0.10 Sept. 14, 2017
Common Shares  Weighted Average Weighted Average
Under Option Price/Option Expiry Date
Beginning of period 900,000 $ 0.10 Nov. 30, 2015
Issued during period 300,000 $ 0.10 Sept. 14, 2017
End of period 1,200,000 $ 0.10 May 11, 2016

@' Directors and/or Officers of the Company hold these options.

The following weighted average assumptions were used to calculate the fair value of the stock options granted

during the period:

Dec. 31

2012

Dividend yield Nil
Risk free interest rate (%) 1.40%
Expected stock volatility (%) 106.53%
Expected life (years) 5

(e) Share based payment transactions and contributed surplus

June 30
2012

Nil

None issued
None issued
None issued

The Company has a stock option plan. The aggregate number of common shares reserved for issuance under this
plan cannot exceed 20% of the aggregate number of common shares of the Company that are issued and
outstanding. The Company has granted options for the purchase of common shares to employees, directors,
officers and other service providers. The fair values of stock options granted have been determined using the

Black-Scholes model and are added to contributed surplus as follows:

Dec. 31 June 30

2012 2012

Contributed surplus, beginning of period $ 485,451 $ 485,451
Dividends of PEC not paid ) 4,864 -
Conversion of Class A shares to common shares 91,049 -
Compensation expense related to stock options granted 20,578 -
Contributed surplus, end of period $ 601,942 $ 485,451

@ PEC declared dividends in the year 2000 of which a portion remained unpaid. The unpaid portion has been

written off due to its age.

8. Related Party Transactions

The following related party had transactions with the Company during the period or outstanding balances at the

end of the period:
1114377 Ontario Inc. (*"'1114377")

A shareholder, which is controlled by the spouse of a Director of the Company.

All revenues, expenses and period end balances with related parties are at exchange amounts established and
agreed to by the related parties. All transactions with related parties are in the normal course of operations and
have been carried out on the same terms as those accorded to unrelated parties.

Dec. 31 Dec. 31
Description 2012 2011
Interest expense - long term $ 6,492 $ 7,633




ZTEST Electronics Inc.

Notes to Unaudited Condensed Interim Consolidated Financial Statements
(Stated in Canadian Dollars)
December 31, 2012

9.

Income Taxes

10.

Unrecognized Deferred Tax Assets

Deferred income taxes are provided as a result of temporary differences that arise due to the
differences between the income tax values and the carrying amount of assets and liabilities. Deferred
income tax assets have not been recognized in respect of the following deductible temporary differences:

Dec. 31 June 30

2012 2012

Share issuance costs $ 25,648 $ 25,648
Intangible assets 46,539 46,539
Property, plant and equipment 519,520 444,321
Resource related expenditures 349,050 349,050
Scientific research and experimental development 1,050,618 1,050,618
Net capital loss carry forwards 2,292,036 2,292,036
Non-capital loss carry forwards 15,592,989 15,592,989

Share issue costs expire from 2013 to 2015. The non-capital loss carry forwards expire from 2027 to 2032. The
net capital loss carry forwards may be carried forward indefinitely, but can only be used to reduce capital gains.
The remaining deductible temporary differences may be carried forward indefinitely. Deferred tax assets have
not been recognized in respect of these items because it is not probable that future taxable profit will be available
against which the group can utilize the benefits therefrom.

Financial risk factors

The Company is exposed in varying degrees to a variety of financial instrument related risks:

Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss. The Company’s primary exposure to credit risk is in its accounts receivable.
In an effort to mitigate this risk, management actively manages and monitors its receivables and obtains pre-
payments where warranted. Bad debt experience has not been significant and it has been determined that no
allowance is required as all amounts outstanding are considered collectible.

Liquidity risk

Liquidity risk arises through the excess of financial obligations over available financial assets due at any point in
time. The Company has reported a working capital deficiency of $666,091 (June 2012 - $176,687). This
includes financial liabilities (a specific long-term debt instrument plus preferred shares and dividends payable)
with an aggregate carrying amount of $776,792 (June 2012 - $781,656) which are past due and for which the
timing of future cash flows are undetermined. The Company manages its liquidity risk through the management
of its capital (note 11) which incorporates the continuous monitoring of actual and projected cash flows to ensure
that it has sufficient liquidity to meet its operating commitments without incurring unacceptable losses or risking
damage to the Company’s reputation.

Market risks

The Company is exposed to interest rate risk and currency risk. The interest rate risk arises from two long-term
debt instruments for which interest rates are fixed annually based upon prevailing market rates. Currency risk
relates to accounts receivable and accounts payable denominated in US dollars and the potential for future cash
flows to fluctuate because of changes in foreign exchange rates. Credit risk is minimized through the reduction
of debt when cash flow permits. Currency risk is closely monitored but not actively managed. During the period
the Company incurred a loss on foreign exchange in the amount of $11,215 (Dec. 2011 — $4,058).



ZTEST Electronics Inc.

Notes to Unaudited Condensed Interim Consolidated Financial Statements
(Stated in Canadian Dollars)
December 31, 2012

10. Financial risk factors - continued

11.

Sensitivity to market risks
If interest rates are 1% higher on the next subsequent interest adjustment date the monthly payments required on
long-term debt over the next twelve months will increase by $273 representing additional interest expense.

At December 31, 2012 the Company had US$214,010 (2011 -US$7,885) included in accounts receivable. A 5%
increase in the value of the Canadian dollar relative to the US dollar would result in a reduction of $10,860 in
future cash inflow.

At December 31, 2012 the Company had US$105,654 (2011 — US$161,810) included in accounts payable. A
5% decrease in the value of the Canadian dollar relative to the US dollar would result in an increase of $5,361 in
future cash outflow.

The existence of both accounts receivable and accounts payable denominated in US$ do not serve as a hedge
with respect to currency risk.

Based upon observations of recent market trends management believes that each of these outcomes is possible
but most likely exceed the Company’s immediate market risk exposures.

Capital disclosures

12.

The Company’s objective when managing capital is to ensure its ability to meet operating commitments as they
become due and to provide return for shareholders. This is achieved by continuously monitoring actual and
projected cash flows and making adjustments to capital as necessary. Except for the repayment terms associated
with long-term debt instruments, there are no externally imposed capital requirements.

Management includes the following items in its definition of capital:

Dec. 31 June 30

2012 2012

Long-term debt @ $ 208,642 $ 266,139
Share Capital 21,973,988 22,065,037
Warrants 81,564 81,564
Contributed surplus 601,942 485,451
Deficit (22,666,017) (22,708,142)
Net capital under management $ 200,119 $ 190,049

@ Excludes long-term debts that are both secured by specific equipment and due to unrelated parties.

Subsequent events

Prior to the end of the financial reporting period the Company announced that it had initiated a private placement
offering. This offering closed February 4, 2013 and resulted in the issuance of 2,200,000 units at $0.08 per unit
for gross proceeds of $176,000. Each unit was comprised of 1 common share and % share purchase warrant with
the shares restricted from trading until June 5, 2013. Each full warrant entitles the holder to acquire one
additional common share for $0.10 until February 4, 2016. The Company paid a cash finders’ fee of $10,560 in
respect of this offering.
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