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TSX Venture «SAR»

SARATOGA ELECTRONIC SOLUTIONS INC.

Management’s Discussion and Analysis

For the Nine-month Period Ended December 312013



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 axsddondensed consolidated interim
financial statements and related notes theretbeoCompany for the nine-month periods
ended December 31, 2013 and 2012. 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 unreviewedhb Company’s auditor’s
condensed consolidated interim financial statemeoristhe basis of International
Financial Reporting Standards ("IFRS"). Exceperghotherwise indicated, all financial
information reflected herein is expressed in Caaradollars.

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®13 and 2012 were reviewed by
the Audit Committee and approved by the Board @é&ors of the Company on January
30 2014.

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

The Company as at and for the nine-month periodeeg®ecember 31, 2013 and 2012
comprise the Company and its subsidiary 9261-52&b@c Inc. (together referred to as
the “Group” and individually as “Group entitiey:

The Company, through its subsidiary 9261-5277 Qaébe, is in the business of office
space leasing, which the Company derives rentahngc



The address of the registered office is 2975 Hag®lMontreal, QC, H1IW 1G1.

All of the Company’s business units operated saielfanada. The accounting policies
used to prepare the information by business urthassame as those used to prepare the
unaudited and unreviewed by the auditors condemrsesolidated interim financial
statements of the Company.

Going concern

These condensed consolidated interim financiakstants have been prepared on the
going concern basis, which presumes that the Grallipe able to realize its assets and
discharge its liabilities in the normal course a$imess for the foreseeable future.

The Group has incurred substantial recurring lodsedate and has an accumulated
deficit of $2,355,324 at December 31, 2013. Theselitions indicate the existence of a
material uncertainty that may cast significant doaro the Group’s ability to continue as
a going concern.

The Group’s ability to continue as a going conasrdependent upon its ability to raise
additional capital and find new investing opporti@s. There is no assurance that the
Group will be able to materialize its plan.

The condensed consolidated interim financial statemhave been prepared on a going
concern basis and do not include any adjustmentse@mounts and classifications of
the assets and liabilities that might be necesstaould the Group be unable to achieve its
plan to find new investing opportunities given thtae majority shareholder of the
Company has attested to provide all funding necgdsathe Company to continue as a
going concern. If the going concern assumption weteappropriate for these condensed
consolidated interim financial statements, therustdjents would be necessary to the
carrying value of assets and liabilities, the régpdrexpenses and the condensed
consolidated interim statements of financial positclassifications used. The impact on
the condensed consolidated interim financial stateéscould be material.



Quarterly results

Net earnings
(loss) per share
Net income basic and
Quarter Revenues (loss) diluted
$ $ $
Year ended March 31, 2014
Third Quarter 4,767 (408,761) (0.02214)
Second Quarter 4,767 (47,844 (0.00259
First Quarter 4,767 (63,938) (0.00346)
Year ended March 31, 2013
Fourth Quarter 5,767 (71,099) (0.00385
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

The following table summarizes certain financialadeelated to the Company and should
be read in conjunction with the Company’s condensewalsolidated interim financial
statements for the nine-month periods ended DeceBihe013, 2012 and 2011.

Three-month period

Nine-month period

December 31, | December 31,] December 31, December 31, | December 31,/ December 31,
2013 2012 2011 2013 2012 2011
(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 1,297,868 1,677,863 3,426,758 1,297,868 1,677,863 3,426,75
Bank loans 1,596,565 1,596,565
Long-term debt 566,01: 566012
Revenue 4,767 7,937 14,277 14,302 36,492 42,832




Three-month period Nine-month period
December 31, | December 31,] December 31, December 31, | December 31,/ December 31,
2013 2012 2011 2013 2012 2011
(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)
Operating income (loss)
before finance expenses
and income taxes (449,565) 316,256 (549,039 (559,546) 212,256 (672,002
Net finance expense 2,039 347 20,177 3,840 3,383 68,398
Income (loss) before
income taxes (451,604) 315,909 (569,216 (563,386) 208,873 (740,400
Income (recovery) taxes
expense (42,843 (7,180 112,12¢ (42,843 (7,180 95,36¢
Net income (loss) from
continuing activities (408,761) 323,089 (681,342 (520,543) 216,053 (835,764
Net income (loss) from
discontinued activities - - (3,133) - - 313,819
Comprehensive income
(loss (408,761 323,08¢ (684,475 (520,543 216,05: (521,945
Earnings (loss) per share
basicand dilutet (0.2219 0.0175( (0.03708 (0.c2820) 0.0117¢ (0.02827
Weighted average number
of common shares
outstandin
Basic 18,461,30 18,461,30 18,461,30 18,461,30 18,461,30 18,461,30
Diluted 18,461,300, 18,461,300 18,551,300 18,461,300, 18,461,300 18,551,30

Results of operations

Revenues

Revenues for the three-month period ended DeceBhe2013 are $4,767 compared to
the three-month period ended December 31, 2017 ,88%, a year over year decrease of
$3,170 (39.94%). These rental revenues decreasesxatained by the departure of

Saratoga Blindé Inc., as per sale agreement dihiv business.

Revenues for the nine-month periods ended Dece81het013 are $14,302 compared to
the nine-month periods ended December 31, 20130#92, a year over year decrease
of $22,190 (60.81%). These rental revenues deseaseexplained by the departure of
Saratoga Blindé Inc., as per sale agreement ciAi business.



Administrative expenses

Administrative expenses for the three-month pemodied December 31, 2013 were
$32,794, compared to $79,771 for the three-montiogpeended December 31, 2012.
Administrative expenses decreased year-over-ye&4by077 (58.89%). This year-over-
year decrease of $46,977 is explained by a decreapeofessional fees of $30,215
(76.63%), in office salaries and benefits of $27,122.44%), offset by an increase in
utilities of $9,193 (1,146.26%) and in other adrsiration expenses of $1,166 (1.46%).
The Company is reducing administrative expensesefect the downsizing of the

Company’s activities.

Administrative expenses for the nine-month periedsled December 31, 2013 were
$137,371, compared to $339,824 for the nine-mosetipds ended December 31, 2012.
Administrative expenses decreased year-over-yeab2a®d?,453 (59.58%). This year-
over-year decrease of $202,453 is explained byceedse in closing expenses of the sale
of the assets ATM business of $9,571 (100.00%)nsarance of $5,454 (49.17%), in
professional fees of $101,171 (56.12%) and in effialaries and benefits of $85,663
(91.31) and in other administration expenses o#§BR29%). The Company is reducing
administrative expenses to reflect the downsiziinp@ Company’s activities.

Depreciation of property, equipment

Depreciation of property, equipment for the thresath period ended December 31,
2013 decreased to $8,959 from $9,601 for the threeth period ended December 31,
2012, representing a year-over-year decrease &f @89%). The amount of $8,959 of
depreciation is the aggregate of the 2975 Hocheldgatreal building in the amount of

$8,638 (2012 - $9,189) and of $321 (2012 - $412jher fixed assets.

Depreciation of property, equipment for the nineathoperiods ended December 31,
2013 decreased to $26,877 from $28,804 for the-mioeth periods ended December 31,
2012, representing a year-over-year decrease 62%16.69%). The amount of $26,877
of depreciation is the aggregate of the 2975 Hag®lMontreal building in the amount
of $25,913 (2012 - $27,567) and of $964 (2012 2%1) in other fixed assets.

Money remittance costs

Money remittance costs of $16 for the three-morghigd ended December 31, 2013,
compared to money remittance costs of $1,778 fer three-month period ended
December 31, 2012, representing a year-over-yeaedse in costs recovery of $1,762
(99.10%).

Money remittance costs recovery of $2,963 for timesmonth periods ended December
31, 2013, compared to money remittance costs regave$4,354 for the nine-month



periods ended December 31, 2012, representing eoye&year decrease in COSts
recovery of $1,391 (31.95%).

Strategic revision process costs

Strategic revision process costs recovery repairteeh continuing operations for the

nine-month periods ended December 31, 2013 ofcoinppared to $140,293 strategic
revision process costs recovery for the nine-mgahods ended December 31, 2012,
representing a year-over-year costs recovery deered $140,293 (100.00%). The

strategic revision costs for the completed sal¢hefassets of the ATM business were
reduced by a recovery of $140,293 through negotiatiwith lawyers and finder's fee

consultant.

Sales taxes assessment (Recovery)

Sales taxes assessment for the nine-month peraetlddecember 31, 2013 of $412,563,
compared to sales taxes recovery of $399,745 éonite-month period ended December
31, 2012, representing a year-over-year decreasecovery of sales taxes of $812,308
(203.28%). The Company’s subsidiary previous yeadkes taxes were audited in the
third trimester by the government authorities. Thisdit resulted in a sales taxes
assessment of $412,563, pursuant to the refustleofecovery of sales taxes pursuant
previous year's expenses of $399,745 as of Decer@ber2012 and an amount of

$12,818 in other sales taxes of previous years.

Finance costs

Finance costs for nine-month periods ended DeceBhe2013 increased to $3,840 from
$3,383 for the nine-month periods ended DecembefB12, representing a year-over-
year increase of $457 (13.51%).

Income taxes

Income taxes recovery reported from continuing afi@ns of $42,843 for the nine-
month periods ended December 31, 2013, comparagdaome taxes recovery of $7,180
for the nine-month periods ended December 31, 284@esenting a year-over-year
increase in income tax recovery of $35,663 (496.)70%

Total comprehensive income
The Company realized a net loss for the three-mpetiod ended December 31, 2013 of

$408,761, compared to a net income for the threetmperiod ended December 31,
2012 of $323,089, representing a decrease in oeiria of $731,850 (226.52%).



The Company realized a net loss for the nine-m@etiinds ended December 31, 2013
of $520,543, compared to a net income for the nioath periods ended December 31,
2012 of $216,053, representing a decrease in oetria of $736,596 (340.93%).

Earnings per share

The loss per share - basic and diluted for theetmenth period ended December 31,
2013 was $0.02214, compared to an income per sheasic and diluted of $0.01750 for

the three-month period ended December 31, 201@ecésely, calculated on a basic and
diluted weighted average number of 18,461,300 antshg common shares at December
31, 2013 and 2012.

The loss per share - basic and diluted for the-mpath periods ended December 31,
2013 was $0.02820, compared to an income per shasc and diluted of $0.01170 for

the nine-month periods ended December 31, 201@ecésely, calculated on a basic and
diluted weighted average number of 18,461,300 antéhg common shares at December
31, 2013 and 2012.

CHANGE IN FINANCIAL POSITION

The following table summarizes certain financialadeelated to the Company and should
be read in conjunction with the Company’'s condensewalsolidated interim financial
statements for the nine and three-month periodecebecember 31, 2013 and 2012.

For the three-month period | For the nine-month period
ended ended
December 31,| December 31, December 31, December 31,
2013 2012 2013 2012
(unaudited) (unaudited) (unaudited) (unaudited)
$ $ $ $
Cash flow used in operating
activities of continuing operations 49,489 297,402 (96,653) 187,736
Cash flow from (used in) investing
from continuing activities
Cash flow (used in) from financing
continuing activities (630,955)
Net Increase (decrease) in cash an|
cash equivalents 49,489 297,402 (96,653) (443,219)




Operating activities

Cash flows generated in operating activities wet8,4389 for the three-month period
ended December 31, 2013, compared to cash flowsragea of $297,402 for the three-
month period ended December 31, 2012. The decraa$247,913 (83.36%) in cash
flows generated from operating activities is priityaattributable to a decrease in net
income of $731,850 (226.52%) and to a decreasernergted cash flow from items not
involving cash of $642 (6.69%), offset by an inaean generated non-cash working
capital items of $484,579 (1,373.21%).

Cash flows used in operating activities were $98,68% the nine-month periods ended
December 31, 2013, compared to cash flows genecdt&d87,736 for the nine-month
periods ended December 31, 2012. The decrease8d{3D (151.48%) in cash flows
generated from operating activities is primariliribtitable to a decrease in net income of
$736,596 (340.93%) and to a decrease in generatdd flow from items not involving
cash of $1,927 (6.69%), offset by a decrease iergéed non-cash working capital items
of $284,389 (151.48%).

Financing activities

Cash flows used in financing activities were nil fine nine-month periods ended

December 31, 2013, compared to cash flows usedanding activities $630,955 for the

nine-month periods ended December 31, 2012. Thisedse of $630,955 (100.00%) in

used financing activities is mainly explained bydacrease in bank indebtedness of
$40,955 (100.00%) and in repayment of short-termm$oof $590,000 (100.00%).

Consolidated statements of financial position

The total assets of the Company amounted to $18887as at December 31, 2013,
compared to $1,422,208 as at March 31, 2013, reptieg a decrease of $124,340
(8.74%). This decrease of $124,340 is mainly exrpkhi by the increase in trade
receivable from related parties of $18,448 (50.508ffset by a decrease in cash of
$96,653 (67.11%), in trade receivable of $5,987.13%), in prepaid expenses of
$13,271 (91.55%) and in property and equipmen6f&77 (2.30%).

The Company’s current liabilities increased by $298 (292.32%) as at December 31,
2013 to $531,739, compared to $135,536 as at MakcR012.

Equity attributable to Shareholders’

Deficiency attributable to shareholders’ amount$8Y8,871 as at December 31, 2013,
compared to an equity attributable to shareholdefr$$141,672 as at March 31, 2013,
representing a decrease in equity attributabléaoeholders’ of $520,543 (367.43%).



Issued and outstanding share capital

As of January 30, 2013, the Company has a weigitedage 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 offiairectors and employees. There are
no exercisable stock options outstanding as ofalgr20, 2013.

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

As of January 30, 2013, the Company has not isanggreferred shares.

RELATED PARTY TRANSACTIONS

The Company has entered into the following transastwith related parties:

Companies with common directors

The Company leases office space to Saratoga M@tdlinc., 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 periode@mtcember 31, 2013, the Company
realized rental income of $7,332 (2012 - $7,33@)rfrsuch lease, and, as at December
31, 2013, the Company had a related account rddeiwh $24,334 (2012 - $13,095).

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 periode@mtcember 31, 2013, the Company
realized rental income of $6,970 (2012 - $6,968)tthis lease, and, as at December 31,
2013, the Company had a related account receivabl$28,642 (2012 - $17,956).
Furthermore, the Company bought services from Matho Jazz, resulting in accounts
payable and accrued liabilities as at December2813 in the amount of nil (2012 —
$546).

Maintenance to the Company’s building was perfornsgdParamount Decor Inc., a
company related to the Company’s principal shagdrobnd Chief Executive Officer
Georges Durst. This maintenance resulting in &iatlexpense of nil for the nine-month
period ended December 31, 2013 (2012 - $ 4,963).
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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 inahmunt of nil as at December 31, 2013
(2012 - $1,398), and professional fees in the amoftinil for the nine-month periods
ended December 31, 2013 (2012 — $18,000).

The Company's Board of Directors committee membereive fees per meeting of
which Martin Fontaine, a director of the Compargsuiting in accounts payable and
accrued liabilities in the amount of nil as at Dmber 31, 2013 (2012 — $500).

Compensation costs to key management personnel

During the nine-month periods ended December 3132the Company paid director’s
fees in the amount of $1,500 (2012 — $4,000).

The Company paid key management compensation iartteeint of $6,654 for the nine-

month periods ended December 31, 2013 (2012 - $8B,to 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, 2013 inatim@unt of $3,400 (2012 — $570) and a
receivable of $2,205 (2012 —Nil).

OUTLOOK

The Company sold its prepaid business entity (Gdy-dn December 15, 2011 and its
ATM business network on March 31, 2012 as partt®ofstrategic review process. The
strategic review process will require further BoafdDirectors decisions for the future
outcome of the Company. The Company is seekingbtim@ness market for a new
opportunity of investment. There is no guarantes the Company will find or enter in a
new investment in the next year.

Furthermore the Company is negotiating a line eflitrwith its bankers to maintain its
financial obligations. There is no guarantee that Company will close the sale of its
head office or enter in a new line of credit withlbankers.

The Company’s subsidiary is negotiating and lookiogvard to close the sale of the
Company’s head office before the Company’s yeaedrzD14. The amount of this sale
will be used to redeem the preferred shares isubsidiary and the residual amount will
be injected in the Company’s cash flow.
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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, reemnand expenses presented in the
audited consolidated financial statements and tia¢ersents of financial position
classification have not been adjusted as would dxpuired if the going 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”) as issued by the
International Accounting Standard Board (“IASB”).

The condensed consolidated interim financial statéen do not include all of the
information required for full annual financial statents and should be read in
conjunction with the annual financial statementsha company and the notes thereto.
The condensed consolidated interim financial statgs have not been subject of a
review or an audit by the company’s auditors angehaeen approved by the Board of
directors on January 30, 2013.

Basis of measurement

These condensed consolidated interim financiakstants have been prepared on the
historical cost basis.

Functional and presentation currency

These condensed consolidated interim financiakestants are presented in Canadian
dollars, which is the Group’s functional currency.

Accounting Policies

These condensed consolidated interim financialestahts have been prepared in
accordance with IFRS. The Company’'s IFRS accounpiolicies presented in note 4
have been applied in preparing the condensed ddasad interim financial statements
for the reporting nine-month periods ended Decen3ier2013 and for the comparative
information.

12



New standards and interpretations not yet adopted

The following standards which are relevant but hae¢ been adopted within these
consolidated financial statements and may or mdyhawe an effect on the Group’s s
future consolidated financial statements:

* |AS 1 — Presentation of financial statements
* |FRS 9: Financial Instruments

* |FRS 10: Consolidated Financial Statements
* |FRS 12: Disclosure of Interest in Other Entities
* |FRS 13: Fair Value Measurement

More information on the future accounting changesavailable in note 4 of the
consolidated financial statements at March 31, 20h& Group has not yet assessed the
impact of these standards on its consolidated fimhistatements or determined whether
they will adopt the standards early.

Critical accounting estimates, judgements and assystions

The preparation of the condensed consolidatedinmtinancial statements in conformity
with IFRS requires management to make estimatefgments and assumptions that
effect the application of accounting policies ahd teported amounts of assets, liabilities
at the date of the condensed consolidated intemmantial statements and reported
amount of revenues and expenses during the reggréiriod. Estimates and assumptions
are continuously evaluated and are based on mamragsnexperience and other factors,
including expectations of future events or actith& are believed to be reasonable under
the circumstances. The actual results may diffemfithese estimates, judgments and
assumptions.

The key sources of information about judgmentspedes and assumptions uncertainty
that have a significant risk of causing materiguatinent to the amounts recognized in
the condensed consolidated interim financial statémare:

» 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 accgufdinshare-based payment
expense;

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

» Contingencies — the input used in determining t@owus contingencies.

13



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,/ March 31,
2013 2013
$ $
Financial assets at fair value through profit
and loss (1) 50,000 50,000
Loans and receivables (2) 104,716 188,908
Other financial liabilities (3) 531,739 92,370

(1) Includes loan receivable from a private company

(2) Includes cash, trade and other receivables, amt traceivables from related
parties and funds held in trust.

(3) Includes bank indebtedness, short-term loans, taadeother payables, and 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

During the the nine-month periods ended December2813, there were no transfers
between Level 1 and Level 2 fair value measurememd no transfers into and out of
Level 3 fair value measurements. No transfers batwany levels of the fair value
hierarchy took place in the equivalent comparapiggod. There were no changes in the
purpose of any financial asset that subsequendlylted in a different classification of
that asset that subsequently resulted in a diffedassification of that asset.

The Company examines the various financial risks/lhech 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, funds held in trust, loan receivable framrivate company, bank indebtedness,

short-term loans, trade and other payables, ande tq@ayables to related parties
approximate their fair values due to the short-teraturity of these instruments.

14



Credit risk

Financial instruments that potentially subject @@mpany 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 tacimg 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 negative waktapital of $375,798 as of
December 31, 2013. 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,
2013:

Carrying | Contractual| 3 months or 3-12
amount | cash flows less months 1-4 years
$ $ $ $ $
Trade and other
payables 531,739 (531,739)] (531,739) - -

While the Company continues to seek alternativarfaing arrangements, it is not
possible to predict whether these efforts will hecessful. Moreover, there is no
guarantee that the amount of working capital abélavill 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 t@pi

Risk factors

New investment risk

If the Company decides to pursue new business timesd opportunities, it may require
additional capital which may entail the issuancstwdres 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

15



Economic conditions risk

The Company, at December 31, 2013 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.

Materiality for disclosures
Management determines whether or not informatioméerial based on whether it

believes a reasonable investor’s decision to bely,0s hold securities in the Company
would likely be influenced or changed if the infation were omitted or misstated.
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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 recordedcessed, summarized and reported within the
time periods specified by securities regulationd #rat information required to be disclosed is
accumulated and communicated to management. Ihteavarols over financial reporting
(“ICFR™) are intended to provide reasonable asstgaregarding the reliability of financial
reporting and the preparation of financial stateimdar external purposes in accordance with
Canadian IFRS.

TSX Venture Exchange-listed companies are not reduio provide representations in their
annual and interim filings relating to the estdfii®ent and maintenance of DC&P and ICFR, as
defined in National Instrument 52-109. In particulthe certifying officers do not make any
representations relating to the establishment amidtenance of (a) controls and other procedures
designed to provide reasonable assurance thatriafam required to be disclosed by the issuer
in its annual filings, interim filings or other reys filed or submitted under securities legiskatio
is recorded, processed, summarized and reportéinvilie time periods specified in securities
legislation, and (b) a process to provide reas@nabsurance regarding the reliability of financial
reporting and the preparation of financial statetmdéor external purposes in accordance with the
issuer’s IFRS.

The issuer’s certifying officers are responsibledasuring that processes are in place to provide
them with sufficient knowledge to support the rergations they are making in their certificates
regarding absence of misrepresentations and fagladiure of financial information. Investors
should be aware that inherent limitations on thiitatof certifying officers of a TSX Venture
Exchange-listed issuer to design and implement aos effective basis DC&P and ICFR as
defined in National Instrument 52-109 may resul@additional risks to the quality, reliability,
transparency and timeliness of interim and annilmgé and other reports provided under
securities legislation.

FORWARD-LOOKING STATEMENTS

This report release contains certain forward-loglstatements concerning our future operations,
economic performance and financial condition. Thedtatements are based on certain
assumptions and analyses made by us in light oErperience and our perception of historical
trends, current conditions and expected future ldpweents, as well as other factors we believe
are appropriate in the circumstances. However, lvdneactual results and developments will
conform to our expectations and predictions is ettbfo a number of risks, uncertainties and
assumptions. Consequently, all of the forward-lagkstatements in this report are qualified by
these cautionary statements. We undertake noatiodigand do not intend to update or revise
any forward-looking statements, whether as a restilnew information, future events or
otherwise, except as may be required under apji¢aty.

This MD&A was prepared on January 30, 2013. Addaioinformation about the Company is
available under the Company’s profile on the SED#¢bsite.

(signed) Georges A. Dur: (signed) Richard Vallée C.A., ICD.
Chief Executive Officer Chief Financial Officer
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