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TSX Venture «SAR»

SARATOGA ELECTRONIC SOLUTIONS INC.

Management’s Discussion and Analysis

For the Nine-month Periodended December 31, 2012



MANAGEMENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

This Management’s Discussion and Analysis of Sgaat&lectronic Solutions Inc.
("Saratoga” or the "Company") was prepared ceora@lance with Regulation 51-102
"Respecting Continuous Disclosure Obligations! should be read in conjunction with
the unaudited and unreviewed by the Company’s axgddondensed consolidated interim
financial statements and related notes theretbeoCompany for the nine-month periods
ended December 31, 2012 and 2011. The Company ifiesondensed consolidated
interim financial statements, press releases aheratquired disclosure documents on
the SEDAR database at www.sedar.com.

The Company prepares its unaudited and unreviewethéd Company’s independent
auditor's condensed consolidated interim financ&htements on the basis of
International Financial Reporting Standards ("IFR&xcept where otherwise indicated,
all financial information reflected herein is exgged in Canadian dollars.

This MD&A may contain information and declaratioms the future performance of the
Company that are by nature forward looking. Thesearations reflect management’s
expectations regarding future events based on gdsura and uncertainties that are
subject to the risk factors identified in the 'lisand Uncertainties” section of this
MD&A. Readers are hereby cautioned.

The condensed consolidated interim financial statémnand MD&A of the Company in

respect of the nine-month periods ended Decemhe2®P and 2011 were reviewed by
the Audit Committee and approved by the Board ofe@brs of the Company on

February 4, 2013.

OVERVIEW

The Company is incorporated under @enada Business Corporations Act and is listed
on the TSX Venture Exchange under the symbol “SARie Company is headquartered
in Montreal, Quebec, Canada.

Business Overview

As at December 31, 2012, the Company had two stgmif business units which are
described in more detail below: Automated TellerchMaes (“ATMs”) and prepaid
products.

All of the Company’s business units operate solelfanada. The accounting policies
used to prepare the information by business segisé¢hé same as those used to prepare
the condensed consolidated interim financial statémof the Company.



ATMs

The Company, through its subsidiary Saratoga ATNMpGtion Inc. ("Saratoga ATM"),
is in the business of placing and operating ATMEastern Canada.

An ATM allows a bank customer to withdraw cash ioneenient locations. The

Company enters into placement agreements with raptshthat host the ATMSs.

Depending on the terms of the placement agreenteatCompany can earn both a
surcharge and a network fee for transactions taglage at the ATM. Saratoga carries
various models of ATMs that suit the diverse negfdbe hosting merchants.

The Company entered into a definitive share pukchagreement (the “Purchase
Agreement”) pursuant to sell substantially the ts®é its wholly-owned subsidiary,
Saratoga ATM Corporation Inc. (“Saratoga ATM”) te@dess Cash General Partnership
(“Access Cash”). The closing of the transactionsweeld on April 5, 2012. The
agreement included the purchase by Access Cadiedfusiness name Saratoga ATM,
prompting a change in name of the subsidiary frarat®ga ATM Corporation Inc. to
9261-5277 Québec Inc.

Prepaid products

The Company, through its subsidiary Car-Tel Disttibns Inc. ("Car-Tel"), is in the
business of distributing to consumers point-of-s@®S) activated prepaid cellular
telephone PINs and long distance calling cardsyelsas offering retailers a variety of
electronic gift card solutions. All of Car-Tel'seekronic devices are connected to its
proprietary server and database software througtelegis or land-line wide area
networks or through host-to-host connectivity.

Car-Tel offers a complete electronic gift card peog to major product distributors

across Canada. Customers are provided with therogti entering into a closed-loop

distribution agreement, whereby the electronic citds are distributed to the customer’s
existing client base, or an open loop distributamgreement, whereby, in addition, the
electronic gift cards are also distributed to Cal'sentire network of users of its various
products.

The Company entered into a definitive share purchagreement (the “Purchase
Agreement”) pursuant to sell all of the sharestsfwholly-owned subsidiary Car-Tel
Distributions Inc. (“Car-Tel”) to 7999291 Canada.lna corporation controlled by Luc
Charlebois, a shareholder and director of Saratagéh an officer of Car-Tel (the
“Transaction”). The closing of the transaction vii@éd on December 16, 2011.



Discontinued operations

The Company sold Car-Tel shares on December 19, @9h result, Car-Tel is reported
in the condensed consolidated interim financiatestents of the Company for the nine-
month period ended December 31, 2012 as a disceuatioperation.

The Company sold its ATM business segment longdli@ssets on April 5, 2012 with an
effective date of March 31, 2012 as a result, thiéAusiness segment is reported in the
condensed consolidated interim financial statemehtee Company for the nine-month
period ended December 31, 2012 as a discontinuetbgn.

Going concern

The condensed consolidated interim financial statémhave been prepared on the basis
that the Company will continue as a going concetrich contemplates the realization of
assets and the payment of liabilities in the ondineourse of business. Should the
Company be unable to continue as a going concemmay be unable to realize the
carrying value of its assets and to meet its litddl as they become due.

The Company's ability to continue as a going condsrdependent upon its ability to

restore itself to profitability and positive casaws. The Company has sold its prepaid
business segment on December 15, 2011 and its Addihéss segment as of March 31,
2012. The Company is looking for new investing iegt. The assessment of the
Company’s ability to execute its strategy by furgdfature working capital requirements

involves judgement.

The carrying amounts of assets, liabilities, ree=snand expenses presented in the
condensed consolidated interim financial statememd the statements of financial
position classification have not been adjusted asldvbe required if the going concern
assumption was not appropriate.



Quarterly results

Net
earnings(loss)
per share -
Net earnings basic and
Quarter Revenues (loss) diluted
$ $ $
Year ended March 31, 2013
Third Quarter 7,937 323,089 0.01750
Second Quarter 14,277 (556 (0.00003
First Quarter 14,278 (106,480) (0.00577)
Year ended March 31, 2012
Fourth Quarter 968,090 3,949,729 0.21395
Third Quarter 8,898,342 (684,475) (0.03708)
Second Quarter 12,359,979 43,941 0.00238
First Quarter 12,401,012 118,589 0.00642
Year ended March 31, 2011
Fourth Quarter 11,405,385 (1,528,214) (0.08256

Note: For comparative purpose, the total revenue,meme (loss) and EPS in this chart
included continuing and discontinued operations

The following table summarizes certain financialadeelated to the Company and should
be read in conjunction with the Company’'s condensewdlsolidated interim financial
statements for the nine-month periods ended Decegihe012, 2011 and 2010.



Three-month period Nine-month period
December 31, | December 31, December 31, | December 31, December 31, December
2012 2011 2010 2012 2011 31, 2010
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
$ $ $ $ $ $
(except for (except for (except for (except for (except for (except for
share share share share share share

information) information) information) information) information) information)
Total assets 1,677,863 3,426,758 8,562,993 1,677,863 3,426,758 8,562,998
Bank loans - 1,596,565 1,764,434 - 1,596,565 1,764,434
Loans payab - - 175,00( - - 175,00(
Long-term debt - 566,012 2,078,619 - 566,012 2,078,619
Revenu 7,937 14,27 13,345,08 36,49: 42,83: 43,488,47
Operating income (loss)
before finance expenses ang
income taxe 316,25¢ (549,039 (146,077 212,25t (672,00:) 134,52:
Net finance expense 347 20,177 100,809 3,383 68,398 307,943
Income (loss) before income
taxes 315,909 (569,216) (246,886 208,873 (740,400) (173,422
Income (recovery) taxes
expense (7,180 112,12¢ 131,45: (7,180 95,36+ 131,45:
Net income (loss) from
continuing activities 323,089 (681,342) (378,337 216,053 (835,764) (304,873
Net income (loss) from
discontinued activities - (3,133) - - 313,819 -
Net profit (loss) and
comprehensive incon 323,08¢ (684,475 (378,33) 216,05: (521,945 (304,873
Earnings (loss) per share
basic and diluted 0.01750 (0.03708) (0.02049 0.01170 (0.02827) (0.01651
Weighted average number of
common shares outstand
Basic and diluted 18,461,300 18,461,300 18,461,300 18,461,300 18,461,300 18,461,30D

Results of operations

Revenues

Revenues based on continuing operating activitit@rmation for the three and Nine-
month periods ended December 31, 2012 are $7,98 526,492 compared to the three
and nine-month periods ended December 31, 20114P$7 and $42,832 a year over
year decrease for the three-month and nine-monibdseended December 31, 2012 of

$6,340.



Administrative expenses

Administrative expenses from continuing operaticgvities for the three-month period
ended December 31, 2012 were $79,771, compared 36,856 for the three-month
period ended December 31, 2011. Administrative egee decreased year-over-year by
$56,085 (41.28%). This year-over-year decreas&6f0B5 is explained by a decrease in
closing expenses of the sale of the assets ATMnbasi of $2,076 (100.00%), in
professional fees of $33,960 (45.28%), in officeses and benefits of $9,799 (25.04%),
in utilities of $15,083 (105.62%), offset by an riease in taxes and licenses of $4,390
(91.36%) and in other administration expenses d3%80.33%).

Selling and administrative expenses from continubpgrating activities for the nine-

month period ended December 31, 2012 were $339@pared to $272,302 for the
nine-month period ended December 31, 2011. Selind administrative expenses
increased year-over-year by $67,522 (24.80%). Yba&@-over-year increase of $67,522
is explained by an increase in insurance expen$d,dfl2 (66.04%), in closing expenses
in the sale of the assets of the ATM of $9,571 (Q0%), in professional fees of $30,831
(20.63%), in office salaries and benefits of $48,880.37%), in taxes and licenses of
$4,662 (20.52%) and in other administration experse$2,242 (3.32%), offset by a

decrease and in utilities expense of $25,999 (65)74

The increase in professional fees of $30,831 (26)63s mainly explained by
professional fees being partially distributed tecgintinued operations for the nine-month
period ended December 31, 2011, as the full exp&nsdbsorbed by the continued
operations for the nine-month period ended Decer8lke2012. The increase in office
salaries and benefits of $41,803 (80.37%) is magn|ylained by the increase in salary of
$76,203 (100.00%) to M. Georges Durst, presidedt@BO and majority shareholder of
the Company, offset by a decrease in director's f&fe$15,700 (79.70%), accounting
fees of $16,175 (73.15%) and in other benefits20535 (87.46%).

Depreciation of property, equipment

Depreciation of property, equipment from continumygerating activities for the three-

month period ended December 31, 2012 decrease,601 from $10,013 the three-

month period ended December 31, 2011, represeatyanr-over-year decrease of $412
(4.11%). The amount of $9,601 of depreciation & alggregate of the 2975 Hochelaga,
Montreal building in the amount of $9,189 (20119;&5) and of $412 (2011 - $238) in

other fixed assets.

Depreciation of property, equipment from continuimgerating activities for the nine-
month period ended December 31, 2012 decreased8®@®! from $30,924 the nine-
month period ended December 31, 2011, represemdingar-over-year decrease of
$2,120 (6.86%). The amount of $28,804 of depramiats the aggregate of the 2975
Hochelaga, Montreal building in the amount of $%7,%2011 - $29,326) and of $1,237
(2011 - $1,598) in other fixed assets.



Depreciation of property, equipment reported frostantinued operations for the three
and nine-month period ended December 31, 2012 wiag2811 — Nil). Under
discontinued operations policies, no depreciatioassets are accounted for.

Money remittance costs

Money remittance costs recovery from continuingrapeg activities of $4,354 for the
nine-month period ended December 31, 2012, comptrechoney remittance costs
recovery of $92,557 for the nine-month period enBedember 31, 2011, representing a
year-over-year decrease in costs recovery of $8929.30%).

Strategic revision process costs

Strategic revision process costs recovery fromioairtg operating activities reported
from continuing operations for the nine-month pdriended December 31, 2012 of
$140,293, compared to $221,653 strategic revisimegss costs in for the nine-month
period ended December 31, 2011, representing a-Ouesryear costs decrease of
$361,946 (163.29%). The strategic revision coststfe completed sale of the assets of
the ATM business were reduced by $140,293 througdotiations with lawyers and
finder’s fee consultant.

Insurance claim

Insurance claim from continuing operating actiwtreported from continuing operations
for the nine-month period ended December 31, 2012nib (2011 — $34,995),
representing a year-over-year decrease of $34,998.00%). The insurance claim
received is due to a spring flooding in April 2011.

Forgiveness of debt

Forgiveness of debt in continuing operating ad#sit reported from continuing

operations for the nine-month period ended Decerabe012 of nil (2011 — $165,180),
representing a year-over-year decrease of $163118000%). The forgiveness of debt is
pursuant to sell all of the shares of its whollya@d subsidiary Car-Tel Distributions Inc.
The closing of the transaction was held on Deceri6g2011.

Loss on disposition of business unit

Loss on disposition of business unit in continumgerating activities reported from
continuing operations for the nine-month periodezh®ecember 31, 2012 of nil (2011 —
$482,687), representing a year-over-year decreb$482,687 (100.00%). The loss on
disposition of business unit is pursuant to sdllaélthe shares of its wholly-owned
subsidiary Car-Tel Distributions Inc. The closing the transaction was held on
December 16, 2011.



Recovery of sales taxes

Recovery of sales taxes in continuing operatingvities reported from continuing

operations for the nine-month period ended Dece®be?012 of $399,745 (2011 — Nil),
representing a year-over-year increase of $399(186.00%). The recovery of sales
taxes is pursuant previous year’'s expenses.

Finance costs

Finance costs from continuing operating activitfes the three-month period ended
December 31, 2012 decreased to $347 from $20,7théothree-month period ended
December 31, 2011, representing a year-over-yaaedse of $19,830 (98.28%).

Finance costs from continuing operating activitfes the nine-month period ended
December 31, 2012 decreased to $3,383 from $68@ABe nine-month period ended
December 31, 2011, representing a year-over-yaaedse of $65,015 (95.05%).

Operating income before income taxes

The operating income from continuing operating \aiéis before income taxes of

$315,909 for the three-month period ended DecerBbe2012, compared to a loss of
$569,216 for the three-month period ended Dece@bgeP011, representing a year-over-
year increase in operating income of $885,125 G(5%).

The operating income from continuing operating \aiéis before income taxes of
$208,873 for the nine-month period ended Decemher2812, compared to a loss of
$740,400 for the nine-month period ended DecembeP@B11, representing a year-over-
year increase in operating income of $949,273 @128).

Income taxes

Income taxes recovery reported from continuing apens of $7,180 for the nine-month
period ended December 31, 2012, compared to incares expense of $95,364 for the
nine-month period ended December 31, 2011, reptiagea year-over-year decrease in
income tax expense of $102,544 (107.53%).

Net income from assets of discontinued activities

Loss from discontinued operations for the threetmgeriod ended December 31, 2012
was nil, compared to $3,133 for the three-montliogeended December 31, 2011. This
year over year decrease in net loss of $3,133 @006). is mainly explained by the net
decrease loss of $70,204 (100.00%) for Car-Tel lapdhe net decrease income of
$67,071 (100.00%) for Saratoga ATM.



Net income from discontinued operations for theemmonth period ended December 31,
2012 was nil, compared to $313,819 for the ninetimgeriod ended December 31,
2011. This year over year decrease in net incom&3a4f3,819 (100.00%) is mainly

explained by the net income decrease of $71,998.Q000) for Car-Tel and of $241,821

(100.00%) for Saratoga ATM.

Net income (loss) and comprehensive income

The Company realized a net income for the threetmperiod ended December 31,
2012 of $323,089, compared to a net loss for treetinonth period ended December 31,
2011 of $684,475, representing an increase inneeinie of $1,007,564 (147.20%).

The Company realized a net income for the nine-mgpetiod ended December 31, 2012
of $216,053, compared to a net loss for the ninetmperiod ended December 31, 2011
of $521,945, representing an increase in net incof$& 37,998 (141.39%).

Income per share

The income per share - basic and diluted for theetmonth period ended December 31,
2012 was $0.01750, compared to a loss per shasic bnd diluted for the three-month
period ended December 31, 2011 of $0.03708, resphctcalculated on a basic and
diluted weighted average number of 18,461,300 antshg common shares at December
31, 2012 and December 31, 2011.

The income per share - basic and diluted for tine-month period ended December 31,
2012 was $0.01170, compared to a loss per shasiec bnd diluted for the nine-month
period ended December 31, 2011 of $0.02814, raspbctcalculated on a basic and
diluted weighted average number of 18,461,300 antéhg common shares at December
31, 2012 and December 31, 2011.

CHANGE IN FINANCIAL POSITION

The following table summarizes certain financialadeelated to the Company and should
be read in conjunction with the Company’'s conddnsensolidated interim financial
statements for the three and nine-month periodsc&be&cember 31, 2012 and 2011.

For the three-month For the nine-month period
period ended ended
December 31,| December | December 31,| December 31,
2012 31, 2011 2012 2011
(unaudited) | (unaudited) | (unaudited) (unaudited)
$ $
Cash flow (used in) from operating
activities of continuing operations 297,402 (411,895) 187,736 (530,298)
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Cash flow (used in) from operating

activities of discontinued operations - 359,004 - 18,293
Cash flow from (used in) investing

from continuing activities 1,193,788 - 1,193,788
Cash flow from (used in) investing

discontinued activities . - - (36,747)

Cash flow (used in) from financing

continuing activities . 168,381 (630,955) (126,658)
Cash flow (used in) from financing
discontinued activities - (1,182,882) - (266,812)

Net increase (decrease) in cash and
cash equivalents 297,402 126,396 (443,219) 551,566

Operating activities

Cash flows generated in continuing operating atisi were $297,402 for the three-
month period ended December 31, 2012, compareddb flows used of $411,895 for
the three-month period ended December 31, 2011lirdrease of $709,297 (172.20%)
in cash flows generated from operating activitegiimarily attributable to an increase
generated income of $1,004,431 (147.42%), a deziieagenerated cash flow from items
not involving cash of $395,515 (97.63%) and a éase in used non-cash working
capital items of $100,381 (73.99%).

Cash flows generated in discontinued operatingvities for the three-month period
ended December 31, 2012 were nil (2011 — 359,004g decrease of $359,004
(100.00%) in cash flows generated from discontinopdrating activities is primarily
attributable to the sale of Car-Tel as of Deceniigr 2011 and the sale of the ATM
assets as of March 31, 2012.

Cash flows generated in continuing operating atisiwere $187,736 for the nine-month
period ended December 31, 2012, compared to casis fised of $530,298 for the nine-
month period ended December 31, 2011. The increi$518,034 (135.40%) in cash
flows generated from operating activities is priilyaattributable to an increase in
income of $1,051,817 (125.85%), a decrease in g&gtrcash flow from items not
involving cash of $373,259 (92.84%) and a decréasesed non-cash working capital
items of $39,476 (40.87%).

Cash flows generated in discontinued operatingvities for the nine-month period
ended December 31, 2012 were nil (2011 — 318,298Bp decrease of $318,293
(100.00%) in cash flows generated from discontinopdrating activities is primarily
attributable to the sale of Car-Tel as of Deceniigr 2011 and the sale of the ATM
assets as of March 31, 2012.

11



Investing activities

Cash flows generated in investing activities ofteanng activities were nil for the three
and nine-month periods ended December 31, 2012f$d,193,788 for the nine-month
periods ended December 31, 2011. The decreaseX83188 represents the proceeds of
the sale of Car-Tel as of December 15, 2011.

Cash flows used in investing activities of discon&d activities were nil for the three-
month period ended December 31, 2012 and 2011. {Gagh used in investing activities
of discontinued activities were nil for the nine-mio period ended December 31, 2012
(2011 - 36,747.) The decreases in cash flows used discontinued operating activities
are primarily attributable to the sale of Car-Teld December 15, 2011 and the sale of
the ATM assets as of March 31, 2012.

Financing activities

Cash flows generated in financing activities oftgmnng activities were nil for the three-
month period ended December 31, 2012, comparedlé8,381 for the three-month
period ended December 31, 2011. This decrease &8,301 in generated financing
activities is mainly explained by a decrease in na&fwlong-term debt of $48,361
(100.00%), in a decrease in new bank indebtedrfegb2®,020 (100.00%).

Cash flows used in financing activities of discangd activities were nil for the three-
month period ended December 31, 2012 (2011 — $B&3p The decrease of
$1,182,882 (100.00%) in cash flows used from diSnoed operating activities is
primarily attributable to the sale of Car-Tel asDE#cember 15, 2011 and the sale of the
ATM assets as of March 31, 2012.

Cash flows used in financing activities of contimgiiactivities were $630,955 for the
nine-month period ended December 31, 2012, comparedsh flows used of $126,658
for the nine-month period ended December 31, 20hiks increase of $504,297 in used
financing activities is mainly explained by a dexge in repayment of long-term debt of
$105,063 (100.00%), in a decrease in bank indebtsdnf $40,955 (100.00%) and in
short-term loans of $568,405 (100.00%).

Cash flows used in financing activities of discangd activities were nil for the nine-
month period ended December 31, 2012 (2011 — $285,8he decrease of $266,812
(100.00%) in cash flows used from discontinued afieg activities is primarily
attributable to the sale of Car-Tel as of Decembigr2011 and the sale of the ATM
assets as of March 31, 2012.

12



Consolidated statements of financial position

The total assets of the Company amounted to $8637as at December 31, 2012,
compared to $2,352,144 as at March 31, 2012, reptieg a decrease of $674,281
(28.67%). This decrease is mainly explained by ith@ease in cash of $444,761
(100.00%), in trade receivable from related partés$16,094 (107.60%), offset by a
decrease in cash in circulation in automated tetlachines of $887,980 (100.00%), in
trade receivable of $162,707 (98.57%), in recewaftbm purchaser of the ATM

business network of $51,767 (100.00%), in prepajkases of $3,878 (27.00%) and in
property and equipment of $28,804 (2.39%).

The decrease in cash in circulation in automatker tmachines of $887,980 (100.00%)
is explained by the sale of the ATM assets as afcthl81, 2012. The cash in circulation
in automated teller machines was unloaded by thepgaay’s transport service provider
over a period of two weeks following the closingtleé transaction on April 5, 2012. The
unloading of the cash in circulation in automatetlet machines was used for the
reimbursement of the bank indebtedness and shontitans.

The Company’s current liabilities decreased by $830 (82.03%) as at December 31,
2012 to $195,092, compared to $1,085,426 as at Madc 2012. The decrease of
$890,334 in current liabilities is mainly explainby the decrease in bank indebtedness
of $40,955 (100.00%), in short-term loans of $500,0100.00%), in trade payable and
accrued liabilities of $258,579 (57.38%), in trapayable to related parties of $800
(20.98%).

Equity attributable to Shareholders’
Equity attributable to shareholders’ increased2d2$771 as at December 31, 2012, from

an equity deficiency of $3,282 as at March 31, 2014 2ine-month period increase in
equity attributable to shareholders’ of $216,05582.97%).

Issued and outstanding share capital

As of February 4, 2013, the Company has a weigatedage of 18,461,300 issued and
outstanding voting participating common shares.

Furthermore, the Company had previously grantedkstptions under the Company’s
share compensation plan to the Company’s offidirectors and employees. The are no
exercisable stock options outstanding as of Feprdia?013.

The Company has two series of preferred shares isnauthorized to issue an
unlimited number of these shares.

As of February 4, 2013, the Company has not isangdreferred shares.

13



RELATED PARTY TRANSACTIONS
The Company has entered into the following trangastwith related parties:
Company under common control

Until August 1, 2008, the Company leased POS mashirom Saratoga Leasing Inc., a
company owned by the Company’s principal sharelodohel Chief Executive Officer
Georges Durst (leasing contracts were terminateaf dslly 31, 2008). As at December
15, 2011, the Company had loans payable to Saratmsing Inc. in connection with the
purchase from Saratoga Leasing Inc. of 1,271 POS$himes. These loans were
reimbursed in closing payments of the sale of Gardn December 16, 2011. These
loans generated an interest expense and finanemgff nil for the nine-month period
ended December 31, 2012 (2011 - $47,127).

Companies with common directors

The Company leases office space to Saratoga M@dtdlinc., a company related to the
Company’s principal shareholder and Chief Execuf¥icer Georges Durst, pursuant to
a ten year lease. During the nine-month period émcember 31, 2012, the Company
realized rental income of $7,332 (2011 - $7,33@)rfrsuch lease, and, as at December
31, 2012, the Company had a related account rdaeiwh $13,095 (2011 - $3,712).

The Company leases office space to Maison du Jazz & company related to the
Company’s principal shareholder and Chief Execuf¥icer Georges Durst, pursuant to
a ten year lease. During the nine-month period émember 31, 2012, the Company
realized rental income of $6,970 (2011 - $6,968)this lease, and, as at December 31,
2012, the Company had a related account receivabl§17,956 (2011 - $7,270).
Furthermore, the Company bought services from Maho Jazz, resulting in accounts
payable and accrued liabilities as at DecemberB812 in the amount of $546 (2011 —
Nil).

As at December 31, 2012, the Company had loanspay@ Saratoga Multi-Média Inc.,
a company related to the Company’s principal st@den and Chief Executive Officer
Georges Durst. These loans were reimbursed innggsayments of the sale of Car-Tel
on December 16, 2011. These loans resulting imtarast expense of nil for the nine-
month period ended December 31, 2012 (2011 - $33,99

As at December 31, 2012, maintenance to the Congpdnylding was performed by

Paramount Decor Inc., a company related to the @owip principal shareholder and
Chief Executive Officer Georges Durst. This maiatere resulting in a utilities expense
of $4,963 for the nine-month period ended Decer3tie2012 (2011 - Nil).
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Directors

The Company received professional services from l#ve firm of Seal Seidman
S.E.N.C., a firm of which Donald Seal, a directbtlee Company, is a partner, resulting
in accounts payable and accrued liabilities in dn@ount of $898 as at December 31,
2012 (2011 — $3,114), and professional fees imtheunt of $18,000 (2011 — $44,200)
for the nine-month period ended December 31, 2012.

The Company's Board of Directors committee membrereive fees per meeting of
which Martin Fontaine, a director of the Compargsuiting in accounts payable and
accrued liabilities in the amount of $500 as atédeioer 31, 2012 (2011 — $5,000).

The Company's Board of Directors committee membereive fees per meeting of
which Donald Seal, a director of the Company, t@sylin accounts payable and accrued
liabilities in the amount of $500 as at DecemberZR 2 (2011 — Nil).

Compensation costs to key management personnel

During the three-month period ended December 3122the Company paid director’'s
fees in the amount of $1,500 (2011 — $11,700) améhd the nine-month period ended
December 31, 2012, the Company paid director’s fiedhe amount of $4,000 (2011 —
$19,700).

The Company paid key management compensation irart@int of nil for the three-

month period ended December 31, 2012 (2011 - $33%.83d the amount of nil for the
nine-month period ended December 31, 2012 (201118,219) to Luc Charlebois, a
former director of the Company. These compensatwae associated with is role as
president of Car-Tel.

The Company paid key management compensation irartth@unt of $27,839 for the
nine-month period ended December 31, 2012 (2011l)-add $83,517 for the nine-
month period ended December 31, 2012 (2011 - Nil)Georges Durst. These
compensations were associated with is role asg@esand chief executive officer of the
Company. Furthermore, an expense for services tmgguin accounts payable and
accrued liabilities as at December 31, 2012 iratineunt of $570 (2011 — $Nil).

OUTLOOK

The Company'’s sold its prepaid business entity {I&dy on December 15, 2011 and
its ATM business network on March 31, 2012 as péits strategic review process.
The strategic review process will require furtheraBl of Directors decisions for the
future outcome of the Company. The Company is sgettie business market for a
new opportunity of investment. There is no guararitet the Company will find or

enter in a new investment in the next year.
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Off Balance Sheet Arrangements

To the best of management’s knowledge, there adfdmalance sheet arrangements that
have, or are reasonably likely to have, a curranfuture effect on the results of
operations or financial condition of the Company.

Basis of presentation

The carrying amounts of assets, liabilities, ree=snand expenses presented in the
consolidated financial statements and the statesmanfinancial position classification
have not been adjusted as would be required ifgtheg concern assumption was not
appropriate.

Statement of compliance

The condensed consolidated interim financial statém have been prepared in
compliance with International Financial Reportingu®lards (“IFRS”) applicable to the
preparation of interim financial statements, inahgdl AS34.

The condensed consolidated interim financial stetésr do not include all of the
information required for full annual financial statents and should be read in
conjunction with the annual financial statementdh&f company and the notes thereto.
The condensed consolidated interim financial statésn have not been subject of a
review or an audit by the company’s auditors anegehaeen approved by the Board of
directors an February 4, 2013.

Change in Accounting Policies
Transition to IFRS

These condensed consolidated interim financialestahts have been prepared in
accordance with IFRS. The date of transition to3FR April 1, 2010. The Company’s

IFRS accounting policies presented in note 3 hagenbapplied in preparing the

condensed consolidated interim financial statemgmtghe reporting nine-month period

ended December 31, 2012 and for the comparatieentation.

There were no changes in accounting policies duhiaghird quarter of fiscal 2013.

Future Accounting Standards

The improvements to IFRS 2010 are the result olriternational Accounting Standards
Board’s (“IASB”) annual improvement project. Thigopect has involved the IASB
accumulating, throughout 2010, those improvemermieved to be non-urgent, but
necessary, and processing the amendments collgctivkective dates, early adoption
and transitional provisions are dealt with on and#ad-by-standard basis with the
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majority of the amendments effective for the pesidmbginning on or after January 1,
2011, with early adoption permitted. The Company adopted and reflected applicable
amendments in its condensed consolidated finastagments.

The following new standards have been issued leubair yet applicable to the Company
for fiscal 2013, have not been applied in prepatimg condensed consolidated interim
financial statements at December 31, 2012.

() IFRS 9 Financial Instruments

(i) IFRS 10 Consolidated Financial Statements
(iif) IFRS 12 Disclosure of Interest in Other Hies
(iv) IFRS 13 Fair Value Measurement

(v) IAS 12 - Income Taxes

The Company is currently evaluating the impact ledse amendments to its financial
statements. More information on the future accoygnthanges is available in note 3 of
the consolidated financial statements at Marci2812.

Use of estimates and judgement

The preparation of condensed consolidated intenvantial statements in conformity

with IFRS requires management to make judgmentsna&®es and assumptions that
affect the application of accounting policies arite treported amounts of assets,
liabilities, income and expenses. Actual resultsy nuiffer from these estimates.

Estimates and underlying assumptions are reviewedmongoing basis. Revisions to
accounting estimates are recognized in the penaghich the estimates are revised and
in any future periods affected.

Judgments made by management in the applicatidfR$ that have a significant effect
on the financial statements and estimates witly@ifstant risk of material adjustment in
the current and following fiscal years are discddselow:

» Trade and other receivables valuation - the re@dikty of trade receivables;

» Estimated useful lives — the estimated useful lieésproperty, equipment and
intangible assets and the related depreciation;

* Income taxes valuation — the provision for incoaerecovery and the composition
of deferred tax assets and liabilities;

» Share-based payments — the inputs used in accguidinshare-based payment
expense;

* Impairment — the assessment on events or changascumstances that indicate
that carrying value of property and equipment matyle recoverable; and

» Contingencies — the input used in determining t@owus contingencies.
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Financial Instruments and other Instruments

Under IFRS, financial instruments are classifiet ione of the five categories: financial
assets at fair value through profit or loss, heddmaturity investments, loans and
receivables, available-for-sale financial assets@her liabilities. The carrying values of
the Company’s financial instruments are classifired the following categories:

December 31, | December 31,
2012 2011
$ $
Loans and receivables (1 478,172 1,106,643
Other financial liabilities (2) 195,092 2,479,899
(1) Includes cash, trade and other receivables, amtk traceivables from related

parties.
(2) Includes bank indebtedness, short-term loans, teadk other payables, trade
payable to related parties.

All financial instruments carried at fair value ar&egorized in three categories, defined
below:

Level 1- Unadjusted quoted prices in active markatsdentical assets or liabilities

Level 2- Inputs other than quoted prices that &seosable for the asset or liability either
directly or indirectly, and

Level 3- Inputs that are not based on observabl&ehdata

As at December 31, 2012, the Company had no fiahimstruments that are measured at
fair value.

During the nine-month period ended December 312 20iiere were no transfers between
Level 1 and Level 2 fair value measurements, anttarsfers into and out of Level 3 fair
value measurements. No transfers between any levdlse fair value hierarchy took
place in the equivalent comparative period. Theeeewno changes in the purpose of any
financial asset that subsequently resulted in ter@iit classification of that asset that
subsequently resulted in a different classificabbthat asset.

The Company examines the various financial risks/hch its operations are exposed.
These risks may include credit risk, liquidity riskurrency risk and interest risk.
Management reviews these risks on a periodic laaslsvhen material, they are reviewed
and monitored by the Board of Directors.

Fair Value
The carrying values of cash, trade and other rabé®g, trade receivables from related

parties, bank indebtedness, short-term loans, @adeother payables, trade payables to
related parties, and provisions approximate their ¥alues due to the short-term
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maturity of these instruments. Financial instrurseadso include receivables and

payables from and to related parties. These bataseecarried at exchange amount. It is
impractical to determine to determine the fair eabf due from related parties and due to
related parties with sufficient reliability due tiloe nature of the financial instrument, the
absence of a secondary market and the significesttaf obtaining external appraisals.

Credit risk

Financial instruments that potentially subject @@mmpany to credit risk consist primarily
of cash and cash equivalents held with banks akasetredit exposure on outstanding
accounts receivable. The maximum exposure to cresfliis equal to the carrying value
of the financial assets.

The Company limits its exposure to credit loss acimg its cash and cash equivalents
with high credit quality financial institutions. €hCompany manages credit risk from
receivables by continuously monitoring the finahgmsition of its customers and
provides allowances for potentially uncollectibteaunts receivable.

Liquidity risk

Liquidity risk arises through an excess of finahahligations over available financial
assets due at any point of time. The Company’sctibgein managing liquidity risk is to
maintain sufficient readily available reserves idey to meet its liquidity requirements at
any point of time. The Company had a positive wogkicapital of $293,565 as of
December 31, 2012. The maximum exposure to liquidgk is equal to the carrying
value of the financial liabilities. All financialdbilities are short-term in nature and are
repayable within 12 months.

The following are the contractual maturities ofafntial liabilities as at December 31,
2012:

Carrying | Contractual| 3 months or]  3-12
amount | cash flows less months 1-4 years
$ $ $ $ $
Trade and other
payables 195,092 (195,092)] (195,092) - -
Total 195,092 (195,092)] (195,092) - -

The Company's strategy for liquidity risk managetmevas driven by external
requirements from one of its lenders. The cash ftdwhe Company is supported by
revolving operating lines of credit in the aggregamount of $2,000,000 bearing interest
at the Company’s bank's prime rate plus 1% per @mnraf which nil was used as at
December 31, 2012 and $590,000 was used as at Narck012. The line of credit is
secured by a hypothec on the universality of alpprty and receivables of the Company
in the amount of $1,000,000 and a personal guadote$1,000,000 from the majority
shareholder of the Company.
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Under this line of credit, the Company must meetate commitments and financial
ratios. The ratios and requirements are monitoredroongoing basis by management
and require a subsidiary of the Company (on a stiane basis) to meet the following
requirements:

e a minimum debt coverage ratio of 1.25to0 1

e a maximum debt to equity ratio of 1.5to 1

e refrain from redeeming any preferred shares withahttining the consent of
the lender

As at December 31, 2012 the Company has reimbuaBeaf its revolving operating
lines of credit.

While the Company continues to seek alternativanfaing arrangements, it is not
possible to predict whether these efforts will heecgssful. Moreover, there is no
guarantee that the amount of working capital abé&lavill be sufficient to support the
future working capital needs of the Company, ot tihe Company would be able, if
required, to gain access to additional working @dpi

Risk factors
New products and technology change risk

The Company operates in a competitive marketpldese are no guarantees that the
Company can maintain or expand its advantages.

New investment risk

If the Company decides to pursue new business timed opportunities, it may require
additional capital which may entail the issuancslwdres and the sale of debt and equity
securities. However, there can be no assurancénh&aompany will be able to raise the
required capital to pursue such business opporsnit

Economic conditions risk

The Company, at December 31, 2012 owns the builginghich its office is located;
all office space not occupied by the company istaénto various tenants. The
Company’s rental income is subject to economic ot in the Montreal area.
Consequently, a downturn in economic conditionsld&dgaduce office rental demand
for the Company’s office rental space that it doesoccupy and could have a material
adverse effect on the Company’s office rental reresn financial position and
operating results.
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INFORMATION COMMUNICATION CONTROLS AND
PROCEDURES

Disclosure controls and procedures (“DC&P”) areeimted to provide reasonable assurance that
information required to be disclosed is recordeahcpssed, summarized and reported within the time
periods specified by securities regulations anditifarmation required to be disclosed is accumadaind
communicated to management. Internal controls fimancial reporting (“ICFR") are intended to proeid
reasonable assurance regarding the reliability imdntial reporting and the preparation of financial
statements for external purposes in accordanceQ@dttadian IFRS.

TSX Venture Exchange-listed companies are not reduio provide representations in their annual and
interim filings relating to the establishment andintenance of DC&P and ICFR, as defined in National
Instrument 52-109. In particular, the certifyindioérs do not make any representations relatingh&o
establishment and maintenance of (a) controls ahérgprocedures designed to provide reasonable
assurance that information required to be discldsedhe issuer in its annual filings, interim fijs or
other reports filed or submitted under securiteggdlation is recorded, processed, summarized gputted
within the time periods specified in securitiesiségfion, and (b) a process to provide reasonatgarance
regarding the reliability of financial reporting cirthe preparation of financial statements for exder
purposes in accordance with the issuer’s IFRS.

The issuer’s certifying officers are responsibledosuring that processes are in place to provieen twith
sufficient knowledge to support the representatibvey are making in their certificates regardingeice

of misrepresentations and fair disclosure of finanioformation. Investors should be aware thatiemt
limitations on the ability of certifying officersfa TSX Venture Exchange-listed issuer to desigd an
implement on a cost effective basis DC&P and ICBRIafined in National Instrument 52-109 may result
in additional risks to the quality, reliability,ansparency and timeliness of interim and annuialgl and
other reports provided under securities legislation

FORWARD-LOOKING STATEMENTS

This report release contains certain forward-loglstatements concerning our future operations,@oan
performance and financial condition. These statesare based on certain assumptions and analys#s ma
by us in light of our experience and our perceptibrhistorical trends, current conditions and exeédc
future developments, as well as other factors wievse are appropriate in the circumstances. However
whether actual results and developments will confto our expectations and predictions is subjed to
number of risks, uncertainties and assumptionss&quently, all of the forward-looking statementshiis
report are qualified by these cautionary statemeiiée undertake no obligation and do not intend to
update or revise any forward-looking statementsthr as a result of new information, future evemts
otherwise, except as may be required under apjdidaty.

This MD&A was prepared on February 4, 2013. Additibinformation about the Company is available
under the Company'’s profile on the SEDAR website.

(signed) Georges A. Durst (signed) Richard Vallée C.A., ICD.D
Chief Executive Officer Chief Financial Officer
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