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Introduction

This management discussion and analysis (“MD&A"tIné financial condition and results of

operations of SustainCo Inc., (the “Company” or s&inCo”), is for the three months ended
November 30, 2013. It is supplemental to, and shbalread in conjunction with the Company’s
unaudited condensed consolidated interim finanstatements for the three months ended
November 30, 2013, as well as the audited annuasatolated financial statements and the
accompanying notes for the year ended August 313.20

The Company’s financial statements are preparedctordance with International Financial
Reporting Standards (“IFRS”). Comparative finanai&rmation has been restated to conform to
IFRS, unless otherwise stated. All amounts presdmeeein are stated in Canadian dollars, unless
otherwise indicated.

Readers are cautioned that this MD&A contains aeffaward-looking statements. Please see
the “Notice concerning forward-looking statemensgttion at the end of this document for a
discussion concerning the use of such informaticthis MD&A.

Company Overview

SustainCo was incorporated under the Canada BesP@aporation Act on August 22, 2008. The
Company is listed on the TSX Venture Exchange (tie “TSX-V” or the “Exchange”) under
the ticker symbol “SMS”.

SustainCo is the leading provider of sustainabfeagtructure solutions and services through a
broad offering including energy modelling, faciliigchnology solutions, and facility maintenance
services to customers in the multi-residential emldistrial commercial institutional (ICl) sectors
across Canada. SustainCo focuses on both new hnoddretrofit markets. The Company
conducts its operations through its wholly ownelsatdiary, Clean Energy Developments Corp.
(“CleanEnergy”).

CleanEnergy Overview

CleanEnergy is a Canadian industry leading geoeggha&ompany that provides heating and
cooling solutions for residential and commercialildings using energy from the earth. It
provides a complete energy solution and is ablepriovide engineering and design, geo
installation, equipment and control systems, a$ agmanage the complete project. In a highly
fragmented Canadian market, CleanEnergy is the cogplete solution provider that operates
nationally. CleanEnergy is currently the commdrgieoexchange leader in Canada and intends
to continue to build market share by doing incneglyi larger projects in this growing market
segment. For further information on CleanEnergyerfgrmance please see the “Overall
Performance” and “Outlook” sections below for a swemy of CleanEnergy’s completed and
ongoing projects and contracts.
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Overall Performance

CleanEnergy Overall Performance

CleanEnergy continues to execute large-scale pmjéacluding municipal, commercial and
residential projects and continues to focus ondingl its brand and reputation through strategic
partnerships and the dealer network. Highlights:

CleanEnergy completed the Terminal portion of tlaég&ry Airport project worth about
$3 million out of the total contract valued at $4rillion in revenue. The Calgary
Airport Authority continues its major developmembject at YYC, including building a
new runway and doubling the size of the Air TermiBailding with the addition of a
new concourse, which will be the new home for imtional and U.S. flights. YYC has
chosen to incorporate geoexchange as part of gmisable design principles that are
expected to reduce the carbon footprint by 4,900és per year, which is equivalent to
taking 1,200 cars off the road permanently.

CleanEnergy recently began work on the construatioa new Environmental Sci and
Chem building at the University of Toronto Scarhayb in Toronto, Ontario. The
innovative 110,000 square foot facility will proeidustainable and flexible research and
study spaces for students and faculieanEnergy's geothermal system will help achieve
the necessary points to reach a LEED® Gold cestifin.

CleanEnergy entered into a Letter of Intent wittlean technology company to provide
CleanEnergy the exclusive use of the GeoModule(TM)ardware and software package
used to design optimal hybrid geoexchange systems.
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Discontinued operations
Urban Mechanical Contracting Ltd. (“Urban Mechanical”)

The Company originally purchased Urban Mechanitarder to implement a vertical integration
strategy to meet the increasing demand of the tnduscommercial institutional (“ICI”)
marketplace through the combination of CleanEneggyational leader of sustainable design
build energy solutions, with Urban Mechanical, achamnical contracting business with a history
spanning more than 45 years (including predecdassinesses) in low-rise residential, high-rise
residential and ICI installations. This combinativas expected to provide the delivery of end-to-
end sustainable solutions for asset owners, masager construction leaders.

The Company acquired all of the issued and outstgndhares of Urban Mechanical on
December 5, 2012 pursuant to a share purchasenagmeedated September 6, 2012 between the
Company (then as Bellair Ventures Inc.) as purahadee Edward J. Winter Family Trust as
vendor, and Edward Winter and Marco Winter as ppais. The purchase price paid was
$8,278,419, being $10,000,000 less $1,721,581 mf kerm debt outstanding at closing. The
purchase price paid at closing was satisfied thid@ag the issuance of 9,597,125 common shares
of the Company at an issue price of $0.55 per sliiayehe assignment by the Company of a loan
payable by Urban Mechanical of $500,000 and (c)ptioeise to pay $500,000 in cash within 90
days after closing (which amount has not been paitithe forgiveness of which was a condition
of closing the transaction of purchase and sal&e Balance of the purchase price, being
$2,000,000, was to be paid through the issuancapofo 3,636,363 common shares of the
Company which were not issued at closing as sgclanita working capital adjustment and other
amounts which may have been payable in connectitmimdemnification claims. The working
capital of Urban Mechanical determined as at De@nal) 2012 in accordance with the share
purchase agreement was in a deficit position of@pmately $6,000,000, which was $9,000,000
less than the required working capital amount gb®3,000. As such, none of those 3,636,363
common shares are expected to be issued to Ther&dwaVinter Family Trust. As a result of
the working capital adjustment, the purchase prias deemed to be reduced by $2,000,000, for
a total purchase price paid of $6,278,419.

Subsequent to the purchase of Urban MechanicalCtirapany has found that the resources
required to fund and operate Urban Mechanical weeater than originally anticipated. While
Urban Mechanical has a substantial backlog of reseto be realized from uncompleted
construction contracts, the working capital defaated unplanned financial pressures on the
Company as a whole and necessitated cash flow rearead strategies. This, in turn, diverted
the Company’s attention away from providing solntioand services that offer long-term
customer value and environmental sustainabilitpugh a broad offering including alternative
energy solutions, energy efficiency, innovative ilifgc technology solutions, and facility
maintenance services to customers in the multdesgial and ICI sectors across Canada. As a
result, the Company had been forced to delay ae/tir strategy and strategic acquisitions due to
the funding requirements for Urban Mechanical.

The Company was approached by the Purchaser insfug@13 with respect to a potential sale
of Urban Mechanical. The board considered othetegic alternatives while executing cash-flow
management strategies on a stand-alone basis. Aesudt of the strategic review process
undertaken by the board and upon careful consideraif the terms of the share purchase
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agreement, the board concluded that the best gyradealleviate the financial pressures of the
Company would be the sale of Urban Mechanical.

On October 15, 2013, the Company and the Purchergered into the Purchase Agreement,
which was publicly announced by the Company priorttie commencement of trading on
October 16, 2013. Under the terms of the Purchageeinent, the Purchaser purchased all of the
issued and outstanding shares of Urban Mecharoca purchase price of $3,000,000 on an “as
is, where is” basis, except for certain limited regentations and warranties given by the
Company as set out in the Purchase Agreement.

The closing of the transaction was subject to abamaf conditions, including the approval of

the shareholders of the Company, the approval ®TtBX Venture Exchange, receipt by the

Company of full and final releases by the Purchasbe Edward J. Winter Family Trust and

Edward J. Winter, among others, in favour of thenPany with respect to all matters other than
those pertaining to the Purchase Agreement buuditad the release and forgiveness by The
Edward J. Winter Family Trust of a debt payablethy Company to The Edward J. Winter

Family Trust of $500,000, and receipt by the Pusehaf full and final releases by the Company
in favour of the Purchaser, Urban Mechanical, The&d J. Winter Family Trust and Edward J.

Winter, among others, with respect to all matteisenthan those pertaining to the Purchase
Agreement but including the release and forgiversany and all debt payable by Urban

Mechanical to the Company which was advanced befmtber 15, 2013 (excluding certain

amounts advanced as a short-term loan), which adgams at such date amounted to
approximately $2.5 million.

It was also a condition of closing in favour of tRerchaser that the debt payable by Urban
Mechanical to CanGap Merchant Capital LP (“CanGap'dlosing not exceed $250,000.

The Company closed its sale of Urban MechanicaDatember 2013 for gross proceeds of
$3,000,000 in cash. Prior to closing the sale Gbmpany assumed $500,000 of the CanGap debt
from Urban Mechanical and CanGap divested itsethefremaining $250,000 balance to satisfy
the closing condition.
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Selected Financial Information

Selected Quarterly Financial Information

Q12014 Q4-2013 Q3-2013 Q2-2013 Q1-2013 Q4-2012 Q3-2012 Q2-2012
$ $ $ $

$ $ $ $
Revenue 732,578 312,662 1,008,499 1,034,748 1,081,8426,851
Net loss 1,375,706 11,446,6948,651,113 105,592 110,117 801,435 53,354 60,975
Basic &
diluted loss 0.04 0.44 0.06 0.00 0.01 0.19 0.04 0.03
per share

Results of Operations

The Company had the following sales and directscost
Three months ended
November 30,

2013 2012
Sales $ 732,578 $ 1,081,870
Cost of sales 738,633 620,455
Gross margin ($ 6,055) $ 461,415

Revenues are earned on services provided for igrdand engineering of geoexchange projects,
the sale of geoexchange equipment and the ingballat geoexchange systems.

The first quarter of 2014 had a decrease in revénone continuing operations year over year, but
an increase compared to the fourth quarter of 2k3n revenue from continuing operations.

Year over year, the decrease is due to the timirngmpletion of the various larger scale projects
by CleanEnergy in 2013. A significant portion ofeaue in Q1 2014 was generated from the
University of Toronto Scarborough project.

Margins for the three months ended November 303 2@dre negative 0.01% (2012 — 42.6%).
This decrease is mainly attributable to the sigaifitly lower than typical margin associated with
the University of Toronto Scarborough project. Direost of sales includes direct labour and
expenditures for services provided, as well asmqgent costs and materials for geoexchange
projects. In addition, during the first quarteraifl4 the Company was focused on managing and
negotiating the disposition of its discontinued rgpiens, Urban Mechanical.
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Three months ended November 30, 2013, compared with three months ended November 30,
2012

For the three months ended November 30, 2013, theap@ny reported a net loss from
continuing operations of $703,706 versus $110,h%fe prior year.

General and administrative expenses increasedtlglifom $530,095 in Q1 2012 to $568,322
during Q1 2013. This includes items such as salame wages, professional fees, filing fees, and
other office expenses.

Finance expenses of $102,957 were incurred in QB,28nd relate to interest and bank charges
on the Company’s notes payable, versus $2,827 i@2. This increase is attributable to the

notes payable that were raised during 2013, withtad of $3,488,000 raised as at November 30,
2013, bearing interest at 12% per annum.

The net loss for discontinued operations was $&2i0 Q1 2013 ($nil in 2012). Discontinued
operations relate to the results of Urban Mechariieder to “Discontinued Operations” for
additional details).

Liquidity and Capital Resources

The Company is exposed to liquidity risk or thekrif not meeting its financial obligations as
they come due. The Company constantly monitors raadages its cash flows to assess the
liquidity necessary to fund operations.

As at November 30, 2013, the Company had a workiagital deficiency of $12,422,623.
Subsequent to period-end, the Company sold Urbashstecal for cash proceeds of $3,000,000,
thereby eliminating $8,278,991 of working capitafidiency attributed to Urban Mechanical
while increasing cash by $3,000,000. The Company the process of finalizing the term note
agreements, which includes the $3,488,000 of nptgmble at period-end and $1,212,000 of
subscriptions received subsequent to period-enelifitention will be to convert these notes from
current liabilities into secured notes with a 5ryeam. In addition, the acquisition of VCI will
result in a reduction in working capital of approately $725,000. Consequently, after giving
effect to these subsequent events, managementaéssithe Company will have approximately
$3,000,000 of working capital, which is sufficiefdr the next 12 months. Please see the
“Outlook” section for further detalils.
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Related Party Balances and Transactions

(a) A corporation that holds significant influence owae Company (Alter NRG Corp.), was
owed approximately $378,146 (August 31, 2013 - $B#®), which is outstanding
consideration payable for the qualifying transactibhese amounts are non-interest bearing
and due on demand.

(b) During the year, rent of $88,250 was paid to a camypcontrolled by a beneficial owner
(Urban Alliance Inc., Mr. Winter) that held sigmifint influence over the Company. In
addition, rent of $8,133 was paid to a company rotled by an officer of the Company
(Bridgepoint Group Ltd., Mr. Carnevale), for addital office space used by the Company.

(c) A promissory note of $1,000,000 (August 31, 20%3;000,000) was owed to a corporation
controlled by an officer and director of the Compd@anGap Merchant Capital LP, Mr.
David). The promissory note bears interest at 9%@paum and is due upon demand. Interest
of $22,500 was paid during the year (2012 - $nil)l das been included in discontinued
operations.

(d) A promissory note of $500,000 (August 31, 20130600) was owed to a beneficial owner
(The Edward J. Winter Family Trust) that holds ¢figant influence over the Company as
part of the Urban Mechanical acquisition, bearintgiiest of 10% per annum. $12,500 of
interest was paid during the period (2012 - $nilis note is included in discontinued
operations. An additional $500,000 non-interestringaamount was owed to the same
beneficial owner, with payment due upon demandaatsqs the original purchase price on the
acquisition of Urban Mechanical, which remainedaidp

(e) A promissory note of $100,000 was repaid duringpéeod to a corporation controlled by an
officer and director of the Company (CanGap Cap@iatp., Mr. David), which is non-
interest bearing. The funds were used for genepdkiwg capital.

() A loan payable totalling $36,869 from a corporataamtrolled by a beneficial owner (The
Edward J. Winter Family Trust) that holds significanfluence over the Company was owed
at November 30, 2013. This loan was in place pgoathe acquisition of Urban Mechanical
and is included in discontinued operations. The lisarepayable in equal monthly principal
payments of $9,608 plus interest at 5.75% per aniiin@ loan matures on October 15, 2016.
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Financial Instruments Risk Exposure and Management

The Company’s financial instruments consist of casitounts receivable, trade payables and
accrued liabilities, due to party, and notes pagiable to the short-term nature of these financial
assets and liabilities, the carrying values appnaxé the fair values.

The Company did not hold or issue any derivatiwaricial instruments during the year.

Credit risk

The Company’s cash is held at chartered Canadiemdial institutions. Management reviews
the strength of these institutions on a regulaisbas

Accounts receivable subject the Company to cresit The Company believes the remaining
amounts will be collected. Holdbacks are receiveonusubstantial completion of the projects.

Accounts receivable aging

Within 30 $ 157,065
31 to 60 424,717
61 to 90 2,768
Over 90 -

Holdbacks 336,457
Total accounts receivable $ 921,007

The maximum exposure is limited to the carrying amaof financial assets on the statement of
financial position that includes cash and accoustsivable. As at November 30, 2013 $751,379
is receivable from a single customer.

Concentration risk

Revenue generated from major customers was asviollo

2013 2012
Largest customer 70% 51%
Second largest customer 6% 14%
Third largest customer 4% 9%

Changes in Accounting Standards

The Company has adopted the following IFRS accaogrdtandards as of September 1, 2013
with no material impact on the financial statements

* |IFRS 10: Consolidated financial statements

* IFRS 11: Joint arrangements

* |IFRS 12: Disclosure of interest in other entities
* |IFRS 13: Fair value measurement
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Outlook

The goal of SustainCo is to be at the forefronad¥ancing sustainability principles in leading

organizations. The Company will continue to look &nd promote leading edge services and
technology combined with our experienced design @eldzery teams to create a tremendous
value proposition for our customers. The Compamgdees the rapid growth of the Company
and each of the subsidiaries in order to meetrtti@asing demand of larger projects.

Effect of the Sale of Urban Mechanical on the Compgy

The financial results of Urban Mechanical will nonger be consolidated with that of the
Company, effective from the date of closing. Howevevenue and expenses incurred prior to
the date of closing will continue to be consolidateith the operations of the Company and
CleanEnergy.

The Company’s objective is to refocus on verticailggrating and building the Company to be a

true turnkey business that offers a complete rasfgsustainable infrastructure solutions and

services. It is anticipated this will allow the Cpamy to take advantage of the higher margin
areas of the full service business model initialyisioned for the Company, such as the finance,
consulting, and design solutions, as well as simalously enabling the Company to capitalize on
life-cycle cross selling. This is expected to resulthe creation of more revenue streams along
the entire life cycle of a project, without compiiemg control over the process and competitive

prices to consumers.

With the disposition of Urban Mechanical, the Compis expected to be in a position to refocus
its capital on acquiring businesses and/or indizisluo build and complete the Company’s full
service business model. The Company has identitgdareas for these acquisitions/hires:

» mechanical and electrical design, installatiorrofés, and maintenance;

» lighting design, installation, retrofits, and ma&nance;

» sustainability infrastructure consulting services;

* energy management and automation; and

* equipment design, installation, automation, andchteaiance.

With these strategic additions to the CompanyQbmpany plans to offer consumers a “one stop
shop” of solutions from the inception of a projeactthe implementation of the project, to finally
the maintenance and long term servicing of a cotagl@roject. The Company’s competitive
advantage is expected to be the ability to bridgeigh, build, and maintenance and take
advantage of the synergies between each acquitatigat.
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These “one stop shop” solutions are expected tadec

Design: Conceptualization of a project at the stagenception, including:

(a) Consulting Services: The Company intends to oftersalting services for both new
build and retrofit projects. It will also seek telp clients identify the best sustainable
infrastructure solutions for a site while takingoirconsideration the site’s use and the
client’s objectives and budget.

(b) Financing: The Company intends to offer financiofugons, which will allow the
Company to take a stake in a project as a lenddioarequity stakeholder. On the
consumer’s end, such financing is expected to aseahe consumer’s accessibility
to sustainable infrastructure. On the Company’'s é@nds expected to add to
accessibility and appeal to the consumer, poténtakating a significant revenue
stream.

(c) Mechanical and Electrical Engineering and Desighe TCompany intends to offer
mechanical engineering and design through Cleamggn&he Company is exploring
potential acquisitions to enhance mechanical arsttétal engineering design
capabilities.

Build: Implementation of design, including:

(a) Mechanical and Electrical Installation: The Compamyends to offer project
management and mechanical installation servicesugfir CleanEnergy. The
Company is aiming to build out these offerings atguisitions and/or outsourcing to
enable electrical installation services.

(b) Equipment: The Company intends to continue to ecdais sustainable equipment
and product lines through exclusive licencing aistridbution arrangements.

Maintain: Operations and maintenance of instaljetesns, including:

(a) Operations and Maintenance Services: The Compam@nds to offer long-term
services to operate and maintain installed systems.

(b) Energy Monitoring: To ensure the performance of @empany’s products and
systems, the Company intends to explore the pdisgibi monitoring the long-term
energy consumption and outflows of the systems.

The Company’s objective is to bundle these servaces solutions, thereby taking advantage of
the client's needs along the entire lifecycle géraject. The Company’s refocused full service
business model is expected to allow for improvedgmng, the creation of additional revenue
streams, and increased accessibility and appeahsumers.
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CleanEnergy Outlook

CleanEnergy’s reputation has allowed it to bid arueber of projects. The following is a list of
projects that CleanEnergy is currently involved in:

» CleanEnergy intends to continue working and biddamgprojects with respect to the
British Columbia wide program to perform energyisgvetrofits on hundreds of schools
in the province.

e In addition to its completion of the Terminal prcije CleanEnergy continues its
involvement in the Calgary Airport project with tleenstruction of the Piers portion of
the project, which is worth approximately $1.5 roifl out of the total contract valued at
$4.5 million in revenue.

e CleanEnergy will continue working on a new Enviremtal Sci and Chem building at
the University of Toronto Scarborough in Torontmt&io.

Subsequent events
Sale of Urban Mechanical

The Company closed its sale of Urban MechanicaDatember 2013 for gross proceeds of
$3,000,000 in cash. Prior to closing the sale Gbmpany assumed $500,000 of the CanGap debt
from Urban Mechanical and CanGap divested itsethefremaining $250,000 balance to satisfy
the closing condition.

Acquisition of VCI Controls Inc.

In December 2013, the Company entered into agresmeith PriceCo Inc. ("PriceCo") and
Tannenberg Management Inc. ("TMI"), the sharehald#rVCI Controls Inc. ("VCI"), for the
purchase of all of the issued and outstanding sharene capital of VCI.

The Company has entered into a share purchasenagmeeand assignment agreement with
PriceCo and TMI respectively (collectively the "&gments") for the purchase of all of the
issued and outstanding subordinate voting and pheltioting shares in the capital of VCI for the
aggregate purchase price of $2,300,000.

The Purchase Price will be satisfied through thergant of $100,000 cash (with $30,000 due on
closing, and the remaining $70,000 due 1 year fttosing), the issuance of 4,444,444 common
shares in the Company (the "Shares") at an issge pf $0.1125 per Share for an aggregate
value equal to $500,000, and the assumption of idetbite amount of $1,700,000 owing to TMI
by PriceCo (the "Debt"). The Debt was also acquingdhe Company through an assignment by
TMI for the purchase price of $625,000. The Compaillycancel the Debt upon closing of the
transactions contemplated by the Agreements, wiscBubject to TSX Venture Exchange
approval.
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Equity Private Placement

The Company raised funds as part of a non-brokpriete placement of common shares at a
price of $0.07 per share for gross proceeds of 800 12,857,140 shares were issued as part of
this private placement. Proceeds are intended taskd for targeted acquisitions and general
working capital purposes.

Secured Term Note Private Placement

The Company intends to consolidate pre-existingt di#io a secured term note unit, with an
expected total of $4,700,000. Each Unit to be idquesuant to the secured note offering shall be
comprised of: (i) one $1,000 principal amount seduterm note (each, a "Term Note") of the
Company; and (ii) one hundred (100) common sharehase warrants (each common share
purchase warrant, a "Warrant") of the Company. Taen Notes will bear interest at a rate of
12% per annum and will have a maturity date thditvis (5) years following the closing, with a
redemption feature exercisable by the Company affeeriod of 24 months following the closing.
Each Warrant, initially intended to be exercisdblea period of 24 months following the closing
at an exercise price of $1.00 per Common Sharé,neilv be exercisable for a period of 36
months following the Closing at an exercise pride$6.25 per Common Share, subject to
adjustment in certain events. Following the clositigg Company intends to apply to list the
Term Notes with the Canadian National Stock Exclhang
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Disclosure of Outstanding Share Data

As at the date of this report, there were 42,297j88ued and outstanding common shares in the
capital of the Company. The Company has outstandptipns to purchase an aggregate of

1,650,000 common shares, outstanding warrantsrithase an aggregate of 7,322,492 common
shares, and outstanding agent options to purchassggregate of 1,363,118 common shares
(assuming warrants obtained from exercising ofalent options are also exercised).

Risk Factors

The Company’s overall performance and results @frations are subject to a number of risks
and uncertainties. The Company is subject to eeriaks and uncertainties from both financial
and operational factors. Some of the key riskshagklighted as follows:

Revenue Risk

The Company may experience delays in achievingnie® Revenues may be delayed or
negatively impacted by issues encountered by thep@ay or its customers including:
» unforeseen engineering and environmental problems;
» delays or inability to obtain required financingceinses, permits and regulatory
approvals;
* supply interruptions or labour disputes;
» foreign exchange fluctuations and collection resfcl
* competition from other geoexchange suppliers a@radtte less capital intensive energy
solutions.

There is no assurance that the business will paréw expected or that returns from the business
will support the expenditures needed to develop it.

Sales Cycle and Fixed Price Contracts

The Company may enter into sales contracts withdfipricing, which may be impacted by
changes over the period of implementation. The esgcof sales execution will require
collaboration between the Company and its custamers

There is no assurance that delays or problems énirtiplementation process used for all
customers will not adversely affect the Companytsiviies, operating results or financial
position.

Sensitivity to Fixed Costs

Fixed costs, including costs associated with opegdbsses, leases, labour costs and depreciation
will account for a significant portion of the Cormyés costs and expenses. As a result, reduced
productivity resulting from reduced demand, equiptiilure, weather or other factors could
significantly affect financial results.
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Reliance on Management and Key Personnel

The Company’s success and future operations arendept upon the abilities, expertise,

experience, judgment and efforts of senior manageued key technical and field personnel of
the Company. Any loss of the services of thesegmeral could have a materially adverse impact
on the Company’'s business, technical capabilitggrating results or financial condition or

could result in delays to or abandonment of the gamyg’s projects.

Loss of Contracts

The Company may lose contracts or customer arra@ggsnthrough competitive bidding or early
termination, which would cause its revenue and ifaofity to decline. In addition, some
customers of the Company may terminate their cotsrar arrangements before the end of the
contract term. If the Company loses contracts @tauer arrangements through competitive
bidding, early termination or other competitive ggeres, it may not be able to replace the lost
revenue, which will result in a decrease in itserase. Whether the Company will be the
successful bidder for any particular contract igjsct to significant uncertainty.

Competition

The geoexchange industry is competitive; howevaes, anticipated that the Company will be the
only public company offering a turn-key solutiorhefe are smaller privately-owned companies
which are providing segments of the geoexchangeessobut not a complete solution. There can
be no assurance that such competitors will nottanbally increase the resources devoted to the
development and marketing of a complete soluti@at dompetes with those of the Company or
that new or existing competitors will not enter tlgious markets in which the Company will be
active.

There can be no assurance that the Company’s cibonpetill not develop new and unknown
technologies, with which the Company may have diffy competing. As well, without
remaining cost competitive there is also a riskt ttee Company may lose business to its
competitors.

Dependence on Suppliers

The ability of the Company to compete and grow Wil dependent on the Company having
access, at a reasonable cost and in a timely matmeskilled labour, equipment, parts and
components. Failure of suppliers to deliver sudhesklabour, equipment, parts and components
at a reasonable cost and in a timely manner woelddirimental to the Company’s ability to
compete and grow. No assurances can be given HigatCompany will be successful in
maintaining its required supply of skilled laboeguipment, parts and components.

Environmental Liability

The Company will be subject to various environmemdsvs and regulations enacted in the
jurisdictions in which it operates which govern theanufacture, processing, importation,
transportation, handling and disposal of certairtemas used in the Company’s operations.
There can be no assurance that the Company’s pnaedvill prevent environmental damage
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occurring from spills of materials handled by then@pany or that such damage has not already
occurred. On occasion, substantial liabilitieshiodt parties may be incurred. The Company may
have the benefit of insurance maintained by it lex bperator, however, the Company may
become liable for damages against which it candegaately insure or against which it may
elect not to insure because of high costs or ategons.

Disclosure Controls and Procedures

Disclosure controls and procedures (the “DisclosBrecedures”) are designed to provide
reasonable assurance that all relevant informasigathered and reported to senior management
on a timely basis so that appropriate decisionsbeamade regarding public disclosure.

The Company’s management conducted an evaluatiotmeofeffectiveness of the Disclosure
Procedures. Based on this evaluation, managementcbacluded that, subject to certain
limitations indicated in the MD&A, our Disclosurerdeedures are effective to ensure that
information required to be disclosed in reportd ta file or submit under Canadian securities
legislation is recorded, processed, summarized reparted within the time periods specified in
those rules and forms.

It should be noted that while management belieies dur Disclosure Procedures are effective
and will provide a reasonable level of assuranicey tdo not expect that they will prevent all

errors and frauds. A control system, no matter kel designed or operated, can only provide
reasonable and not absolute assurance that thetiebgeof the control system are met.

Notice Concerning Forward-looking Statements

Certain statements in this MD&A constitute forwdodking statements. Often, but not always,
forward-looking statements can be identified by tise of words such as “plans”, “expects” or
“does not expect”, “is expected”, “estimates”, &nts”, “anticipates” or “does not anticipate”, or
“believes”, or variations of such words and phragestatements that certain actions, events or
results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved. Forward-
looking statements involve known and unknown rigks;ertainties and other factors which may
cause the actual results, performance or achiewsnoérthe Company to be materially different
from any future results, performance or achievemampressed or implied by the forward-
looking statements. Examples of such statementsdadhe intention to grow the business and
operations of the Company. Actual results and ldgveents are likely to differ, and may differ
materially, from those expressed or implied by fitvevard-looking statements contained in this
MD&A. Such forward-looking statements are basedaonumber of assumptions which may
prove to be incorrect, including, but not limited the ability of the Company to obtain necessary
financing; the economy generally; consumer intefi@stthe services and products of the
Company; competition; and anticipated and unardteipp costs. While the Company anticipates
that subsequent events and developments may césiseeivs to change, the Company
specifically disclaims any obligation to updatesdorward-looking statements. These forward-
looking statements should not be relied upon aesemting the Company’s views as of any date
subsequent to the date of this MD&A. Although trenpany has attempted to identify important
factors that could cause actual actions, eventesuits to differ materially from those described
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in forward-looking statements, there may be othetdrs that cause actions, events or results not
to be as anticipated, estimated or intended. Thare be no assurance that forward-looking
statements will prove to be accurate as actualtseand future events could differ materially
from those anticipated in such statements. Accgiginmeaders should not place undue reliance
on forward-looking statements. The factors idesdifiabove are not intended to represent a
complete list of the factors that could affect thempany. Additional factors are noted under
“Risk Factors” in this MD&A. These forward-lookirgfatements are made as of the date of the
MD&A, and the Company assumes no obligation to tgda revise them to reflect new events
or circumstances.

Additional Information

Additional information relating to the Company isadable on SEDAR at www.sedar.com.
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